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SUMMARY

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

OVERVIEW

We are an online retailer specializing in quality furniture and home furnishings. We offer
consumers an enjoyable lifestyle experience across a broad range of “home and life” scenarios,
leveraging robust supply chain management and efficient logistics solutions. According to
Frost & Sullivan, we ranked first in the B2C overseas e-commerce market for furniture and
home furnishings by China-based sellers in terms of GMV in 2023; we ranked fifth in the
global B2C e-commerce market for furniture and home furnishings in terms of GMV in 2023.

During the Track Record Period, we generated revenue primarily from sales of goods and
provision of logistics solutions.

Brand and Product Portfolio

X

We specialize in furniture and home furnishing products under popular proprietary brands
such as ALLEWIE, IRONCK, LIKIMIO, SHA CERLIN, HOSTACK and FOTOSOK. In 2023,
11 of our brands each had over RMB100 million and we ranked first in six categories in terms
of GMV on the Amazon U.S. site, including bed frames, food cabinets, vanity tables and vanity
benches, bookcases, buffet tables and sideboards as well as refrigerators, according to Frost &
Sullivan. Our product portfolio also includes electric tools, home appliances, consumer
electronics and sports and wellness products. We had a market share of over 10% in ten categories,
namely bed frames, beds, refrigerators, dressers and chests of drawers, food cabinets,
bookcases, vanity tables and vanity benches, buffet tables and sideboards, power screwdrivers

_1-
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and pressure washer hose reels, on the Amazon U.S. site, in terms of GMV in 2023. We
primarily  provide  products to  consumers via Amazon.com  (“Amazon”),
Walmart.com (“Walmart”) and Wayfair.com (“Wayfair”) in overseas markets, including the
U.S. and Europe. These markets are well known for strong consumer purchasing power and
high e-commerce penetration. Benefiting from diverse offerings, brand equity and strategic
market positioning, we have continually enhanced our competitiveness.

Supply Chain Management and Product Development Capabilities

Our supply chain capabilities help us rapidly develop diverse products while maintaining
product quality. In the four months ended April 30, 2024, we worked with 575 manufacturing
partners. Such collaborations allow us to efficiently respond to the evolving market demand
and offer diverse products across industries. Our digitalized supply chain management systems
facilitate stringent quality control. As a result, we had an average return rate below 3.5% across
all third-party e-commerce platforms in 2023, one of the industry’s lowest, according to Frost
& Sullivan.

We are committed to addressing customer needs with continual product development
efforts. As of the Latest Practicable Date, we held 630 patents, 154 patent applications and 172
software copyrights, with 72 international design awards received. Our industrial design
innovation lab has been accredited as the National Industrial Design Center by MIIT since 2021
and the Guangdong Provincial Engineering Technology Research Center since 2020 in China.

Robust supply chain management and product development capabilities are integral to our
cost management. We are committed to innovation in our product design and development. We
explore the utilization of novel materials that are compatible with different types of furniture
and optimize furniture structure to reduce package volume and weight, thereby reducing the
procurement and logistics costs to sustain competitive pricing.

Logistics Solutions Focusing on Medium-to-Large Goods

In addition to providing logistics to our own e-commerce business, through Shenzhen
Westernpost, a subsidiary of our Company, we provide efficient logistics solutions globally
under the pre-sale stocking model to customers who are primarily e-commerce sellers. Our
solutions include domestic consolidation in China, first-mile international freight services,
overseas transit, overseas warehousing and order dispatch. During the Track Record Period, we
provided logistics solutions to an aggregate of over 700 e-commerce companies, fulfilling over
3.2 million, 4.4 million, 6.1 million, 1.8 million and 2.5 million orders, respectively, in 2021,
2022, 2023 and the four months ended April 30, 2023, and 2024. In terms of the revenue
generated from B2C export e-commerce logistics solutions adopting the pre-sale stocking
model in 2023, Shenzhen Westernpost ranked fourth among all B2C export e-commerce
logistics solutions providers in China, with a market share of approximately 1.2%, and first
among all B2C export e-commerce logistics solutions providers in China focusing on
medium-to-large goods, according to Frost & Sullivan.

Combining our industry insights and Shenzhen Westernpost’s experience in logistics
solutions, we have established a global multi-tier warehousing and logistics network and
developed proprietary logistics solution management systems. As of April 30, 2024, we
operated 27 overseas warehousing facilities, with an aggregate GFA of over 5.5 million sq.ft.
in main port cities in the U.S. (including Los Angeles, Houston, New Jersey and Chicago) and
Europe (mainly Germany). Our proprietary logistics solution management systems include a
smart restock and segregation system, a warehouse management system (“WMS”), a
transportation management system (“TMS”) and an order management system (“OMS”),
managing and optimizing all key stages of the logistics chain.
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Leveraging an integrated supply chain, digitalized management system and extensive and
sophisticated warehousing network, we have tackled the pain points of high costs and long
delivery times associated with logistics solutions for medium-to-large goods. As a result, we
are able to provide cost-effective logistics solutions for medium-to-large goods at a price 30%
lower than that of Fulfillment by Amazon (“FBA”). In 2023, over 95% of orders fulfilled by
Shenzhen Westernpost for medium-to-large goods such as furniture were delivered to last-mile
fulfillment service providers within 24 hours after placement of orders, representing high
logistics efficiency in the industry, according to Frost & Sullivan.

Proven Operational Capabilities and Strong Resilience

Founded in 2010, we rapidly emerged as a leading market participant in China’s B2C
overseas e-commerce market with popular brands, according to Frost & Sullivan. We were
primarily engaged in sales via third-party e-commerce platforms, including Amazon. In 2021,
our business was negatively impacted by the Amazon Incident: certain employees of our Group
had invited influencers to review our products or placed coupons in product packages as
incentives to encourage ratings and reviews (the “Unofficially Promoted Ratings or
Reviews”) primarily to increase exposure of our newly launched products to assess their
market acceptance, and we were subject to the following actions by Amazon as part of its
investigation: (i) deactivation or restriction of the relevant online stores or the associated
accounts identified as having engaged in the use of Unofficially Promoted Ratings or Reviews;
(i1) freezing of funds in such online accounts; and (iii) removal of product listings from these
online stores. Primarily due to the Amazon Incident, our revenue decreased by 21.7% from
RMB9,071.2 million in 2021 to RMB7,100.2 million in 2022. In 2021, we had a net loss of
RMB589.9 million, primarily due to the write-down of inventories resulting from the Amazon
Incident. After finding out about some of our employees’ involvement in Unofficially
Promoted Ratings or Reviews, we promptly demanded the cessation of such practices,
conducted inspections of our online stores and implemented enhanced internal control
measures. See “Business — Marketing and Promotion — The Amazon Incident.”

To alleviate the impact of the Amazon Incident, we optimized our online store network
and refined the brand strategy for better management and resource allocation, enhancing
operational efficiency. Specifically, we have focused on furniture and home furnishings and
devoted substantial time and resources to cultivating a diverse brand and product portfolio. We
have also built our presence on other leading e-commerce platforms such as Walmart and
Wayfair. This approach has resulted in a rapid recovery in overall financial performance. Our
revenue increased by 22.3% from RMB7,100.2 million in 2022 to RMBS8,683.0 million in
2023. Our revenue increased by 16.9% from RMB2,424.5 million in the four months ended
April 30, 2023, to RMB2,833.5 million in the four months ended April 30, 2024. We had net
profit of RMB223.2 million in 2022, RMB520.1 million in 2023 and RMB189.3 million in the
four months ended April 30, 2024, signaling a robust rebound from the Amazon Incident.

Leveraging our established strengths in product development, supply chain management,
efficient logistics systems and efficient operation, we aim to continually optimize our brand
and product portfolio to respond to consumer demand under refined operation and management
and let the world fall in love with our offerings.
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OUR STRENGTHS
We believe that the following strengths contribute to our success:
. Online retailer specializing in furniture and home furnishings;

. Market-oriented product development and continual innovation empowering diverse
product offerings;

. Strong digitalized supply chain management underpinning efficient operation;

. Diverse, quality and competitive product offerings;

. Global warehousing and logistics capabilities tailored for medium-to-large goods;
and

. Visionary management team and efficient organizational structure fueling long-term
development.

See “Business — Our Strengths.”
OUR STRATEGIES
We have formulated the following strategies to further grow our business:
. Solidify market leadership and enrich furniture and home furnishings offerings;
. Promote key brand strategy and expand online and offline sales channels;

. Optimize supply chain network and digitalized management to enhance standardized
operation;

. Upgrade global warehousing and logistics network; and
. Explore investment or acquisition opportunities to expand our business.
See “Business — Our Strategies.”

CUSTOMERS AND SUPPLIERS

During the Track Record Period, our customers of sales of products primarily consisted
of consumers who buy our products through third-party e-commerce platforms, and customers
of our logistics solutions primarily consisted of sellers on e-commerce platforms. Revenue
from our five largest customers in 2021, 2022, 2023 and the four months ended April 30, 2024,
represented 3.2%, 5.4%, 8.3% and 10.5% of our total revenue for the respective years/periods.
Revenue from our largest customer in 2021, 2022, 2023 and the four months ended April 30,
2024, represented 1.3%, 2.1%, 3.0% and 5.0% of our total revenue for the respective
years/periods.
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We choose our suppliers through a rigorous selection process to guarantee the quality of
our products. Our suppliers are required to have all the necessary licenses and permits for their
operations. We select suppliers based on factors such as service or product quality, production
or delivery capacity, pricing, location, qualifications, reputation and delivery schedule. The
majority of our suppliers are manufacturing partners who primarily provide OEM services,
based in the PRC. In 2021, 2022, 2023 and four months ended April 30, 2024, we collaborated
with 1,517, 865, 810 and 575 manufacturing partners, respectively. The decrease in the number
of our manufacturing partners during the Track Record Period was primarily because we
consolidated our manufacturing partnerships to streamline operations, adopted strategic
sourcing by choosing fewer but more reliable and higher-quality manufacturing partners, and
achieved supply chain optimization for efficiency. The decrease was also partly due to our
strategic shift to furniture and home furnishings and the downsizing of our product offerings
of electric tools, home appliances, consumer electronics and sports and wellness after the
Amazon Incident. See “— Marketing and Promotion — The Amazon Incident.” Transaction
amounts, which represent our purchase amounts from the suppliers, from our five largest
suppliers in 2021, 2022, 2023 and the four months ended April 30, 2024, represented 20.7%,
30.9%, 27.7% and 28.1% of our total transaction amounts for the respective years/periods.
Transaction amounts from our largest supplier in 2021, 2022, 2023 and the four months ended
April 30, 2024, represented 7.5%, 13.6%, 14.8% and 14.2% of our total transaction amounts
for the respective years/periods.

COMPETITIVE LANDSCAPE

We primarily compete in the global B2C e-commerce market for furniture and home
furnishings for sales of products. According to Frost & Sullivan, the global B2C e-commerce
market for furniture and home furnishings increased rapidly from USD145.6 billion in 2018 to
USD325.8 billion in 2023 in terms of GMV, with a CAGR of 17.5%. According to Frost &
Sullivan, the global B2C e-commerce market for furniture and home furnishings is highly
fragmented and competitive. Market participants compete based on their capabilities of
operation, supply chain management and product development.

We ranked fifth in the global B2C e-commerce market for furniture and home furnishings
in terms of GMV in 2023, according to Frost & Sullivan. We ranked first in the B2C overseas
e-commerce market for furniture and home furnishings by China-based sellers in terms of
GMV in 2023, according to the same source. In addition, we recorded a market share of 0.2%
in the global furniture and home furnishings B2C e-commerce industry and 0.04% in the global
furniture and home furnishings industry in terms of GMV in 2023, according to the same
source. Leveraging our established position, we believe we are able to keep seizing the target
market potential with strong brand building, quality product offerings at an affordable price,
strong product design and development capabilities, robust supply chain systems and a
comprehensive warehousing and logistics chain.

We also compete in the B2C export e-commerce logistics solutions market adopting the
pre-sale stocking model for provision of logistics solutions. According to Frost & Sullivan, the
market is expected to grow rapidly to reach RMB387.0 billion in 2028 in terms of revenue,
with a CAGR of 13.7% from 2023 to 2028.

In terms of the revenue generated from B2C export e-commerce logistics solutions
adopting the pre-sale stocking model in 2023, Shenzhen Westernpost ranked fourth among all
B2C export e-commerce logistics solutions providers in China, with a market share of
approximately 1.2%, and first among all B2C export e-commerce logistics solutions providers
in China focusing on medium-to-large goods, according to Frost & Sullivan. Leveraging our
established position, we believe we are able to keep seizing the target market potential with
continual innovation, strong supply chain management and efficient logistics solutions,
especially those for medium-to-large goods.
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RISK FACTORS

Our business faces risks including those set out in the section headed “Risk Factors.” As
different investors may have different interpretations and criteria when determining the
significance of a risk, you should read the “Risk Factors” section in its entirety before you
decide to invest in our Shares. Some of the major risks that we face include:

. We generate the majority of our revenue from a small number of third-party
e-commerce platforms. Disruptions of our relationships with third-party
e-commerce platforms, changes in, or interpretation of, policies of such third-party
e-commerce platforms or unfavorable changes in our arrangements with them, could
have a material adverse effect on our business, financial condition and results of
operations.

. We may not identify or respond in a timely manner to changes in consumer
preferences and market demand, or fail to continuously design and develop new
products to meet evolving consumer demand, which may materially and adversely
affect our business operations and financial performance.

. We rely on manufacturing partners to produce our products. If our manufacturing
partners fail to produce products that are of consistent high quality, or if we
encounter issues such as material shortages or delays in the supply, or if raw
materials and labor costs fluctuate, or if we fail to renew agreements with our
manufacturing partners on favorable terms, or at all, our business, financial
condition and results of operations could be materially and adversely affected.

. If we fail to compete effectively and successfully, our business operations, financial
performance and profitability may be materially and adversely affected.

. Any adverse changes in macroeconomic situations, such as fluctuations in interest
rates, or economic downturns in the U.S. or Europe, as well as if we are not able to

continue servicing the U.S. and Europe markets effectively, our business, financial
condition and results of operations may be adversely affected.

SUMMARY OF HISTORICAL FINANCIAL INFORMATION
Description of Major Components of Our Results of Operations

The following table sets forth a summary of our consolidated statements of profit or loss
in absolute amounts and as a percentage of revenue for the periods indicated:

Year ended December 31, Four months ended April 30,

201 2022 2023 2023 2024
% of % of % of % of % of
RMB'000 Revenue ~ RMB'000 Revenue  RMB’000 Revenue RMB’000 Revenue RMB'000 Revenue

(Unaudited)

Revemue . ............ 9,071,193 100 7,100,230 100 8,682977  100.0 2,424,492 1000 2,833,516  100.0
Costof sales . .. ........ (1,176,094 (79.1) (4,621,181)  (65.1) (5,689,287)  (65.5) (1,603,914)  (66.2) (1,856,858)  (65.5)
Gross profit . .. ........ 1,895,099 209 2479049 349 2,993,690 345 820,578 338 976,658 345




THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

SUMMARY
Year ended December 31, Four months ended April 30,
2021 2022 2023 2023 2024
% of % of % of % of % of
RMB’000 Revenue ~ RMB'000 Revenue RMB’000 Revenue RMB000 Revenue RMB'000 Revenue
(Unaudited)
Other income. . . ... ..... 20,399 0.2 19,868 03 42320 05 9,835 04 10,123 04
Other gains and losses. . . . . . 360,472 40 (21L697)  (03) 12432 01 13476 06 25242 0.9
Impairment gains/(losses) under
expected credit loss (“ECL”)
model, net of reversal. . . . . 45832) (0.5 (2472 (0.0)  (48854)  (0.6) 108 0.0 2,787 0.1
Selling expenses . . . . ... .. (2,517379)  (27.8) (1,757,101)  (24.7) (1,830,619)  (21.1) ~ (559,732)  (23.1) (603,826)  (21.3)
Administrative expenses. . . . . (2049200 (2.3) (249294)  (35) (287645 (33 (81,536)  (34) (102,657)  (3.6)
Research and development
CXPENSES . . . (176,834) (1.9 (123,689)  (1.7) (119,153)  (1.4)  (35503) (L5  (37,7188)  (1.3)
Other expenses. . .. ... ... (23408)  (03) (32982 (0.5  (26,004) (03 (12000 (0.3)  (4486)  (0.2)
[REDACTED]. . ........ - 0.0 - 0.0 [REDACTED] ~ [REDACTED] - 0.0 [REDACTED] ~ REDACTED)
Share of results of investments
accounted for using the
equity method . . . ... ... (1,125 (0. (1327 (0.1 4875 0.1 @ (0.0 (992) 0.0
Finance costs. . . .. ...... (30931 (03) (72353 (L) (90,722)  (1.0) (332000  (14) (25448) (0.9
(Loss)/profit before tax . ... (734459  (8.1) 232,002 34639908 74 126,806 52 230,763 8.1

Income tax credit/(expense). . . 144,580 1.6 (8,833)  (0.1) (119807) (14 (30,321)  (13)  (41438)  (L5)

(Loss)/profit for the year ...  (589.879) (6.5 223,169 33 520,101 0.0 96,485 40 189,325 6.7

Our net profit increased from RMB96.5 million in the four months ended April 30, 2023,
to RMB189.3 million in the four months ended April 30, 2024, mainly attributable to the
increase in the revenue from sales of goods due to (i) the conclusion of the inventory clearance
of the impacted inventory due to the Amazon Incident, which involved discounted sales of a
substantial quantity of impacted inventory, by the end of 2023 and the resumption of normal
operation since 2024; and (ii) the continued expansion of our brand and product portfolio,
especially that of furniture and home furnishings, as well as the increase in revenue from
logistics solutions. Such increase was partially offset by an increase in cost of sales, mainly
attributable to the increase in procurement cost in the cost of sales for sales of goods and cost
of sales for logistics solutions.

Our net profit increased significantly from RMB223.2 million in 2022 to RMB520.1
million in 2023, primarily attributable to (i) an increase in revenue, mainly attributable to the
increase in the revenue from sales of goods as a result of our continual recovery from the
Amazon Incident and our expansion in furniture and home furnishings offerings; and (ii) net
other gains in 2023 compared with net other losses in 2022, which was mainly because we had
foreign exchange gains in 2023, compared with foreign exchange losses in 2022, as a result of
fluctuations in foreign exchange rates. See ‘“Financial Information — Period-to-period
Comparison of Results of Operations — Year Ended December 31, 2023 Compared with Year
Ended December 31, 2022.”
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We had net profit of RMB223.2 million in 2022, compared to net loss of RMB589.9
million in 2021, primarily attributable to (i) a decrease in cost of sales, mainly attributable to
the decrease in procurement costs; and (ii) a decrease in selling expenses, mainly attributable
to decreases in platform service fees as well as marketing and advertising expenses in line with
our decreased sales of products on third-party e-commerce platforms. Such change was
partially offset by the decrease in revenue, mainly attributable to the decrease in the revenue
from sales of goods, as a result of the impact of the Amazon Incident. See “Financial
Information — Period-to-period Comparison of Results of Operations — Year Ended
December 31, 2022 Compared with Year Ended December 31, 2021.”

Revenue

During the Track Record Period, we generated revenue primarily from sales of goods and
provision of logistics solutions. The following table sets forth a breakdown of our revenue by
type of goods or services in absolute amounts and as a percentage of revenue for the periods
indicated:

Year ended December 31, Four months ended April 30,
2021 2022 2023 2023 2024
% of % of % of % of % of
RMB’000 Revenue RMB’000 Revenue RMB’000 Revenue RMB’000 Revenue RMB'000 Revenue
(Unaudited)

Sales of goods . ....... 8,581,493 946 6,325,558  89.1 7,030,375 81.0 2,074915 856 2250524 794
Logistics solutions . . . . . . 489,700 54 774,672 10.9 1,652,602 19.0 349,577 144 582992  20.6
Total .............. 9,071,193  100.0 7,100,230  100.0 8,682,977  100.0 2,424,492  100.0 2,833,516  100.0

Sales of Goods

We offer products under a broad range of “home and life” scenarios. We primarily
generate revenue from sales of products in (i) furniture and home furnishings, (ii) electric tools,
(iii) home appliances, (iv) consumer electronics; (v) sports and wellness; and (vi) other
categories. We mainly sell products to customers through third-party e-commerce platforms
and other channels. Revenue from the sale of products is recognized at the point in time when
control of the asset is transferred to the customer, generally on the receipt of products by
customers.
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The following table sets forth our revenue from sales of products by type of products for
the periods indicated:

Year ended December 31, Four months ended April 30,
2021 2022 2023 2023 2024
% of % of % of % of % of
Sales of Sales of Sales of Sales of Sales of
RMB000  goods RMB’000  goods RMB000  goods RMB000  goods RMB'000  goods
(Unaudited)

Furniture and home
furnishings . . ... .. 3,516,335 41.0 4,187,110 66.2 5,336,581 759 1,613,424 718 1,745,371 7.6
Electric tools . . . . . .. 1,462,895 170 628913 9.9 347,182 49 94995 46 138,760 6.2
Home appliances . . . . . 886,580 103 480,709 76 436,748 6.2 109,362 53 152,253 6.7
Consumer electronics . . 1,067,281 124 356,100 56 292,265 42 109,210 52 63,204 28
Sports and wellness . .. 491,886 5T 187,712 30 107,114 1.5 38,006 1.8 271,774 1.2
Other categories . . . . . 1,156,516 13.6 485,014 7.7 510,485 73 109917 53 123,162 55
Total ............ 8,581,493  100.0 6,325,558  100.0 7,030,375  100.0 2,074,915  100.0 2,250,524  100.0

Note: Other categories primarily include car accessories, photography lighting equipment, outdoor equipment,
decorations and musical instrument.

During the Track Record Period, our revenue from sales of goods was derived primarily
from third-party e-commerce platforms, primarily including Amazon, Walmart and Wayfair.
The following table sets forth a breakdown of our revenue from sales of goods by sales channel
in absolute amounts and as a percentage of total revenue for the periods indicated:

Year ended December 31, Four months ended April 30,
2021 2022 2023 2023 2024
% of % of % of % of % of
RMB’000 Revenue RMB’000 Revenue RMB’000 Revenue RMB’000 Revenue RMB’000 Revenue
(Unaudited)
Sales of goods through
third-party
e-commerce
platforms. . . ... .. 8,233,426 90.8 5,878,049 82.8 6,656,918 76.7 1,933,030 79.7 2,105,318 743
Amazon......... 7,611,485 83.9 4526473 63.8 4,670,579 538 1,467,287 60.5 1,506,615 532
Walmart. . . .... .. 276,409 30 676,279 9.5 851,260 9.8 215,765 8.9 280,101 9.9
Wayfair ......... 157,487 1.7 458,538 6.5 871,705 100 222,430 9.2 268,729 9.5
Others'™. . .. .. ... 188,045 22 216,759 30 263374 31 27568 11 49873 1.7
Other channels® . ... 348,067 38 447,509 6.3 373457 43 141,865 59 145206 51

Total sales of goods. . . 8,581,493  94.6 6,325,558  89.1 7,030,375  81.0 2074915  85.6 2,250,524 794
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Notes:

(I)  Others include other third-party e-commerce platforms, such as eBay and Amazon Vendor Central. Our
revenue from Amazon Vendor Central was nil, nil and RMB200.2 million in 2021, 2022 and 2023, respectively.
As we explored this platform under Amazon, we initially categorized the revenue from this sales channel in
Others. We have categorized the revenue generated from this platform under Amazon since 2024. See
“Business — Our Sales Network — Others.”

(2)  Other channels primarily consist of offline channels and self-operated websites.

Our revenue from sales of goods decreased by 26.3% from RMBS&,581.5 million in 2021
to RMB6,325.6 million in 2022, primarily a result of the Amazon Incident. Our revenue
increased by 11.1% from RMB6,325.6 million in 2022 to RMB7,030.4 million in 2023 as a
result of our continual recovery from the Amazon Incident and our expansion in furniture and
home furnishings. See “Business — Marketing and Promotion — The Amazon Incident.” Our
revenue from sales of goods increased by 8.5% from RMB2,074.9 million in the four months
ended April 30, 2023, to RMB2,250.5 million in the four months ended April 30, 2024, as a
result of (i) the conclusion of discounted sales for the inventory clearance of impacted
inventory due to the Amazon Incident by the end of 2023 and the resumption of normal
operation since 2024; and (ii) the continued expansion of our brand and product portfolio.

Our Directors are of the view, and the Sole Sponsor concurs, that our reliance on Amazon
does not have any material and adverse impact on our business operations and financial
performance on the basis that, (i) as confirmed by Frost & Sullivan, it is in line with the
industry norms for market participants to generate the majority of revenue from Amazon due
to Amazon’s leading position in the e-commerce industry worldwide; (ii) we have established
an amicable relationship with Amazon for 12 years and have established viable communication
channels and a dispute resolution mechanism should future disputes arise; (iii) we have
established a risk control department, which directly reports to the Board, responsible for
monitoring and ensuring compliance with the rules of e-commerce platforms including
Amazon; (iv) our relationship with Amazon is unlikely to materially adversely change or
terminate; and (v) we have also established stable relationships with other e-commerce
platforms, including Walmart and Wayfair, from which we generated an increasing percentage
of revenue during the Track Record Period.

Logistics Solutions

We generate revenue from the provision of logistics solutions to customers such as
e-commerce companies and third-party e-commerce platforms. We recognize revenue based on
the progress of the service performed within the year, which is determined based on the
proportion of costs incurred to date to the estimated total costs or days spent to the estimated
total days. Our revenue from logistics solutions increased by 58.2% from RMB489.7 million
in 2021 to RMB774.7 million in 2022, primarily as a result of our increased capacity to provide
logistics solutions. Our revenue from logistics solutions increased significantly from
RMB774.7 million in 2022 to RMB1,652.6 million in 2023, and by 66.8% from RMB349.6
million in the four months ended April 30, 2023, to RMB583.0 million in the four months
ended April 30, 2024, primarily because we expanded customer base and fulfilled more orders.

— 10 =
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Revenue Breakdown by Geographical Market

The following tables set forth a breakdown of our total revenue, our revenue from sales
of goods and our revenue from logistics solutions, respectively, by geographical market in
absolute amounts and as a percentage of total revenue for the periods indicated:

U.S. and other North
American countries . .

Sales of goods
U.S. and other North

American countries . .

Year ended December 31,

Four months ended April 30,

2021 2022 2023 2023 2024
% of % of % of % of % of
RMB'000 Revenue RMB’000 Revenue RMB’000 Revenue RMB’000 Revenue RMB’000 Revenue
(Unaudited)
5,551,151 61.2 5,139,915 724 6,201,359 714 1,788,289 737 2,013,791 71.0
2,776,494 306 1,004,157 150 773,844 8.9 254922 105 232322 8.2
448,962 49 727,195 102 1,530,219 177 319,434 132 539,906 19.1
294,586 33 168,963 24 177,555 20 61,847 26 47497 1.7
9,071,193  100.0 7,100,230  100.0 8,682,977  100.0 2,424,492  100.0 2,833,516  100.0
Year ended December 31, Four months ended April 30,
2021 2022 2023 2023 2024
% of % of % of % of % of
Revenue Revenue Revenue Revenue Revenue
from from from from from
sales of sales of sales of sales of sales of
RMB’000  goods RMB’000  goods RMB'000  goods RMB'000  goods ~— RMB'000  goods
(Unaudited)
5,488,927 64.0 5035254  79.6 6,004,034 86.3 1,747,898 84.2 1,976,334 87.8
2,776,424 324 1,059,927 16.8 750,838 10.7 248,449 12.0 222,416 9.9
21,556 02  o6l414 0.9 37948 0.5 16,721 0.8 4271 0.2
294,586 34 168,963 27 171,555 25 601,347 3.0 47497 2.1
8,581,493  100.0 6,325,558  100.0 7,030,375  100.0 2,074915  100.0 2,250,524  100.0

—11 =
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Year ended December 31, Four months ended April 30,
2021 2022 2023 2023 2024
% of % of % of % of % of
Revenue Revenue Revenue Revenue Revenue
from from from from from
logistics logistics logistics logistics logistics
RMB’000 solutions  RMB’000 solutions RMB’000 solutions RMB’000 solutions RMB’000 solutions
(Unaudited)
Logistics solutions
PRC............. 427 406 873 665,781 85.9 1492271 90.3 302,713 86.6 535,629 91.9
US. oo 62,224 127 104,661 13.5 137,325 83 40,391 1.6 37457 6.4
Germany.......... 70 0.0 4230 06 23,006 1.4 6,473 1.8 9,906 1.7
Total ............ 489,700  100.0 774,672  100.0 1,652,602  100.0 349,577  100.0 582,992  100.0

We categorize revenue from logistics solutions into different geographical markets by the
geographical location of our customers.

Our revenue generated in the U.S. and other North American countries decreased by 7.4%
from RMB5,551.2 million in 2021 to RMBS5,139.9 million in 2022, primarily as a result of the
Amazon Incident. See “Business — Marketing and Promotion — The Amazon Incident.” Our
revenue generated in the U.S. and other North American countries subsequently increased by
20.7% from RMB5,139.9 million in 2022 to RMB6,201.4 million in 2023 in line with the
continued expansion of our brand and product portfolio and our increased provision of logistics
solutions. Our revenue generated in the U.S. and other North American countries increased by
12.6% from RMB1,788.3 million in the four months ended April 30, 2023, to RMB2,013.8
million in the four months ended April 30, 2024, primarily because (i) we concluded the
inventory clearance of the impacted inventory due to the Amazon Incident by the end of 2023
and resumed normal operation since 2024; and (ii) we continued to expand our brand and
product portfolio.

Our revenue generated in Europe decreased by 61.7% from RMB2,776.5 million in 2021
to RMB1,064.2 million in 2022, further decreased by 27.3% to RMB773.8 million in 2023 and
decreased by 8.9% from RMB254.9 million in the four months ended April 30, 2023, to
RMB232.3 million in the four months ended April 30, 2024. This is primarily because, as we
expanded our furniture and home furnishings offerings, we allocated more resources to the U.S.
market, which has both a growing demand for furniture and home furnishings and high
spending power, even taking into consideration additional tariffs, according to Frost &
Sullivan, and reduced resources allocated to the European market.

Our revenue generated in the PRC increased by 62.0% from RMB449.0 million in 2021
to RMB727.2 million in 2022, significantly increased to RMB1,530.2 million in 2023 and
increased by 69.0% from RMB319.4 million in the four months ended April 30, 2023, to
RMB539.9 million in the four months ended April 30, 2024, primarily as a result of our
increased logistics solutions primarily through Shenzhen Westernpost provided to an
increasing number of customers located in the PRC.

— 12 =
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Gross Profit and Gross Profit Margin

Our gross profit represents our revenue less our cost of sales. Our gross profit margin
represents our gross profit as a percentage of our revenue. The following table sets forth a
breakdown of our gross profit by type of goods or services in absolute amounts and as a
percentage of revenue, or gross profit margins, for the periods indicated:

Year ended December 31, Four months ended April 30,
2021 2022 2023 2023 2024

Gross Gross Gross Gross Gross

Gross — profit Gross — profit Gross  profit Gross  profit Gross  profit

profit  margins profit  margins profit - margins profit  margins profit - margins

RMB’000 (%)  RMB’000 (%) RMB’000 (%) RMB’000 (%) RMB’000 (%)

(Unaudited)

Sales of goods™ . . . . . 1,783,898 208 2,340,882 370 2,752,954 39.2 780,288 376 874,801 389
Furniture and home

furnishings . . ... .. 1,176,984 33.5 1,700,511 40.6 2,225,455 417 687379 426 721459 413

Electric tools . . . . . .. 479,042 3.7 195,509 3.1 101,696 293 22312 235 47,139 34.0

Home appliances . . . . . 247,480 219 154473 2.1 141,174 323 36,643 35 52,030 342

Consumer electronics . . 299,741 281 112,633 36 66,452 27 19,504 179 20401 323

Sports and wellness . . . 176,247 358 59,061 3L 29720 217 10,347 272 9,021 325

Other categories'™ . ... 388,789 336 130,439 269 206,312 404 40,824 311 53451 434

Logistics solutions. . . . 111,201 27 138,167 178 240,736 146 40,290 1.5 101,767 17.5

Total ............ 1,895,099 209 2,479,049 349 2,993,690 345 820,578 338 976,658 345

(I)  Taking into consideration the write-down of inventories, which is a cost of sales reflecting the difference
between the net realizable value and the book value of inventories not sold by the end of the year/period. The
write-down of inventories was relatively high in 2021 and 2022 primarily as a result of the Amazon Incident.
Write-down of inventories is not reflected in the breakdown of gross profit and gross profit margin by type of
goods. See “Business — Marketing and Promotion — The Amazon Incident” and “Financial Information —
Description of Major Components of Our Results of Operations — Cost of Sales.”

(2)  Other categories primarily include car accessories, photography lighting equipment, outdoor equipment,
decorations and musical instrument.

Our gross profit margin from sales of goods increased from 37.6% in the four months
ended April 30, 2023 to 38.9% in the four months ended April 30, 2024, primarily because we
(i) experienced a decrease in logistics costs due to (a) our enhanced capabilities in logistics
solutions for medium-to-large goods, (b) the decreased price of first-mile international freight
services we acquired to sell our products, which was in line with the market trend due to
intensified market competition; and (ii) resumed the normal operation after the discounted
sales of a substantial quantity of impacted inventory was completed by the end of 2023. Our
gross profit margin from sales of goods increased from 37.0% in 2022 to 39.2% in 2023,
primarily because (i) we had a larger revenue contribution from furniture and home
furnishings, which generally have a higher gross profit margin compared with our other
product categories; and (ii) we experienced a decrease in logistics costs due to (a) our enhanced
capabilities in logistics solutions for medium-to-large goods, (b) the decreased price of
first-mile international freight services we acquired to sell our products, which was in line with

— 13 -
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the market trend due to intensified market competition, and (c) our increased economies of
scale in 2023, which enabled us to more efficiently use the third-party logistics services we
acquired. Our gross profit margin from sales of goods increased from 20.8% in 2021 to 37.0%
in 2022, primarily because of (i) a larger revenue contribution from furniture and home
furnishings, which generally have a higher gross profit margin compared with our other
product categories, as we gradually shifted our focus after the Amazon Incident; and (ii) an
increased gross profit margin of furniture and home furnishings in 2022, primarily benefiting
from (a) decreased logistics costs due to our further enhanced capabilities in logistics solutions
for medium-to-large goods, and (b) the decreased price of the first-mile international freight
services we acquired to sell our products, which was in line with the market trend due to
intensified market competition.

Our gross profit margin from logistics solutions increased from 11.5% in the four months
ended April 30, 2023, to 17.5% in the four months ended April 30, 2024, primarily because we
were able to secure a lower price of last-mile fulfillment services offered by logistics service
providers we engaged for our logistics solutions. Our gross profit margin from logistics
solutions decreased from 17.8% in 2022 to 14.6% in 2023, and decreased from 22.7% in 2021
to 17.8% in 2022, primarily because of (i) an increase in the price of last-mile fulfillment
services we purchased for our provision of logistics solutions; and (ii) an increase in the rental
price for storage units, both driven by increasing demand in the local markets.

Consolidated Statements of Financial Position

The following table sets out selected information from our consolidated statements of
financial position as of the dates indicated:

As of
As of December 31, April 30,
2021 2022 2023 2024

RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets . . ...... 1,447,579 2,226,484 2,031,731 2,161,830
Current assets ........... 3,011,439 2,731,460 3,145,796 3,373,777
Current liabilities. . . . ... .. 2,473,744 2,204,371 1,803,872 1,967,550
Net current assets ........ 537,695 527,089 1,341,924 1,406,227
Non-current liabilities . . . . . 466,425 972,055 1,100,888 1,205,911
Non-controlling interests . . . 12,251 19,006 10,573 20,362
Net assets . . ............. 1,518,849 1,781,518 2,272,767 2,362,146

Our net current assets remained relatively stable at RMB1,341.9 million as of December
31, 2023, and RMB1,406.2 million as of April 30, 2024, primarily due to increases in
inventories as well as cash and cash equivalents, which were substantially offset by a decrease
in trade receivables and an increase in bank borrowings.

Our net current assets increased from RMB527.1 million as of December 31, 2022, to
RMB1,341.9 million as of December 31, 2023, primarily due to an increase in cash and cash
equivalents and a decrease in convertible loan notes, which was partially offset by a decrease
in pledged/restricted bank deposits.

Our net current assets decreased from RMB537.7 million as of December 31, 2021, to
RMB527.1 million as of December 31, 2022, primarily due to a decrease in inventories and an
increase in convertible loan notes, which was partially offset by a decrease in trade and other
payables.

_ 14—
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Our net assets increased by 3.9% from RMB2,272.8 million as of December 31, 2023, to
RMB2,362.1 million as of April 30, 2024, primarily due to our profit of RMB189.3 million in
the four months ended April 30, 2024, partially offset by the fair value change on investments
in equity instruments at FVTOCI of RMB97.2 million in the same period.

Our net assets increased by 27.6% from RMB1,781.5 million as of December 31, 2022,
to RMB2,272.8 million as of December 31, 2023, primarily due to (i) our profit of RMB520.1
million in 2023 partially offset by (ii) the repurchase and cancellation of shares of RMB40.9
million in 2023. Our net assets increased by 17.3% from RMB1,518.8 million as of December
31, 2021, to RMB1,781.5 million as of December 31, 2022, primarily due to (i) our profit of
RMB223.2 million in 2022; and (ii) the disposal of partial equity interest in a subsidiary
without losing control of RMB70.9 million in 2022 partially offset by (iii) the fair value change
on investments in equity instruments at FVTOCI of RMB38.1 million in 2022.

Cash Flow
The following table sets out our cash flows for the periods indicated:

Four months ended

Year ended December 31, April 30,
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

Net cash (used in)/from

operating activities . . . (1,192,638) 609,795 586,360 216,037 286,570
Net cash from/(used in)

investing activities . . . 239,163 (373,667) 210,641 (47,061) (251,125)
Net cash from/(used in)

financing activities . . . 765,279 (129,073) (632,443) 25,202 92,728

Net (decrease)/increase

in cash and cash

equivalents . ...... (188,196) 107,055 164,558 194,178 128,173
Cash and cash

equivalents at the end

of the year . . ... ... 533,202 642,864 809,838 836,397 938,368

In 2021, our net cash used in operating activities was RMB1,192.6 million, which was
primarily attributable to our loss before tax for the year and a decrease in trade and other
payables, which was partially offset by the add-back of write-down of inventories. In 2022, our
net cash from operating activities was RMB609.8 million, which was primarily attributable to
our profit before tax for the year and a decrease in inventories. In 2023, our net cash from
operating activities was RMB586.4 million, which was primarily attributable to our profit
before tax for the year, which was partially offset by an increase in trade receivables. In the
four months ended April 30, 2024, our net cash from operating activities was RMB286.6
million, which was primarily attributable to our profit before tax for the period and a decrease
in trade receivables, which were partially offset by an increase in inventories.
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KEY FINANCIAL RATIOS

The following table sets forth our key financial ratios for the years/periods or as of the
dates indicated:

As of

Year ended/As of December 31, April 30,

2021 2022 2023 2024

Gross profit margin" (%) . . 20.9 34.9 34.5 34.5

Net profit margin® (%) . ... (6.5) 3.1 6.0 6.7

Gearing ratio® .. ......... 1.0 1.1 0.7 0.8

Current ratio™ .. ......... 1.2 1.2 1.7 1.7

Quick ratio® . ........... 0.7 0.8 1.2 1.1
Notes:

(1) Gross profit margin equals gross (loss)/profit divided by revenue for the year/period and multiplied by
100%.

(2)  Net profit margin equals net (loss)/profit divided by revenue for the year/period and multiplied by
100%.

(3)  Gearing ratio equals total interest-bearing debt (including interest-bearing bank borrowings, lease
liabilities and convertible loan notes) divided by total equity and multiplied.

(4)  Current ratio equals total current assets divided by total current liabilities.

(5)  Quick ratio equals total current assets less inventories divided by total current liabilities.

Import Tariff in the U.S.

During the Track Record Period and up to the Latest Practicable Date, the U.S. had been
our largest market. However, there have been increasing political tensions between the U.S.
and China; see “Risk Factors — Risks Relating to Our Business and Industry — Changes in
international trade policies between China and the U.S. or other countries our end-consumers
are located in may have an adverse effect on our business.” As confirmed by our legal advisor
as to U.S. laws, during the Track Record Period, our products sold to the U.S. are subject to
additional tariffs, which are applicable to nearly all the goods examined for the Harmonized
Tariff Schedule (the “HTS”)/tariff review, with most goods subject to a 25.0% additional tariff,
with a lesser number facing a 7.5% tariff or no tariff. See “Regulatory Overview — Laws and
Regulations Related to Our Business in the U.S. — Import Tariff and and Customs Regulations
— Trade Sanction — Section 301.” As confirmed by our legal advisor as to U.S. laws, we are
not subject to any other additional tariffs as of the Latest Practicable Date.

During the Track Record Period, our business was not adversely affected by the additional
tariffs imposed, as such additional tariffs had been passed on to our customers through the
increase of selling prices of our products without any material adverse impact on our
competitiveness, as evidenced by our continual growth. However, any increase in the selling
prices of our products reflects thorough considerations of maintaining our competitive pricing
and profitability, rather than a mere proportional increase in response to the additional tariffs.
Any further additional tariffs would be applicable to all similar products exported to the U.S.
from China. Consequently, based on our past experience, we will be able to pass the increased
expenses on to our customers without weakening our market competitiveness if any such
additional tariffs are imposed on our products.
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APPLICATION FOR [REDACTED] ON THE STOCK EXCHANGE

We have applied to the Hong Kong Stock Exchange for the granting of the [REDACTED]
of, and permission to deal in, our H Shares to be converted from Domestic [REDACTED]
Shares and issued pursuant to the [REDACTED], on the basis that we satisfy the market
capitalization/revenue test under Rule 8.05(3).

OUR SINGLE LARGEST SHAREHOLDERS GROUP

Immediately before completion of the [REDACTED], Mr. Lu (directly and through
Yueqing Aoji Growth IV, an entity controlled by Mr. Lu) and Mr. Ze beneficially owned
19.43% and 11.22% of the issued share capital of our Company, respectively, and by virtue of
the concert party agreement among them, they are collectively entitled to exercise control of
approximately 30.65% voting powers of our Company. Immediately following the completion
of the [REDACTED] (assuming the [REDACTED] and the [REDACTED] are not exercised),
Mr. Lu, Mr. Ze and Yueqing Aoji Growth IV will hold approximately [REDACTED]% of our
enlarged issued share capital. Accordingly, Mr. Lu, Mr. Ze and Yueqing Aoji Growth IV will
be our Single Largest Shareholders Group upon [REDACTED]. See “Relationship with Our
Single Largest Shareholders Group” for further details.

PRE-[REDACTED] INVESTMENTS

We have engaged in Pre-[REDACTED] Investments with our Pre-[REDACTED]
Investors. For further details of the identity and background of the Pre-[REDACTED]
Investors and the principal terms of the Pre-[REDACTED] Investments, see “History,
Development and Corporate Structure — Pre-[REDACTED] Investments.”

[REDACTED] STATISTICS
Based on an Based on an

[REDACTED] of [REDACTED] of
HKS$[REDACTED]  HKS[REDACTED]

per H Share per H Share
[REDACTED] of our H Shares™ . .......... HKS$[REDACTED]  HKS$[REDACTED]
[REDACTED] of our Shares® ............. HKS$[REDACTED] HKS$[REDACTED]
Unaudited [REDACTED] adjusted HKS$[REDACTED] HKS$[REDACTED]
consolidated net tangible assets per
Share® . ... ...
Notes:

(1)  The calculation is based on the assumption that [REDACTED] H Shares will be issued pursuant to the
[REDACTED] and [REDACTED] Domestic [REDACTED] Shares will be converted into H shares
(without taking into account H Shares that may be issued upon the exercise of the [REDACTED] and
the [REDACTED]).

(2)  The calculation is based on the assumption that [REDACTED] Shares will be expected to be in issue
immediately upon completion of the [REDACTED] (without taking into account Shares that may be
issued upon the exercise of the [REDACTED] and the [REDACTED)).

(3)  The unaudited [REDACTED] adjusted consolidated net tangible assets per Share as of April 30, 2024,
are calculated after making the adjustments referred to in Appendix II and on the assumption that
[REDACTED] H Shares will be issued pursuant to the [REDACTED] (without taking into account
Shares that may be issued upon the exercise of the [REDACTED] and the [REDACTED]) based on our
outstanding shares as of April 30, 2024, which did not reflect any transaction subsequent to April 30,
2024.
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[REDACTED] EXPENSES

[REDACTED] expenses represent professional fees, [REDACTED] commissions and
other fees incurred in connection with the [REDACTED]. We expect to incur [REDACTED]
expenses of approximately HK$[REDACTED], representing approximately [REDACTED]%
of the gross [REDACTED] from the [REDACTED] (based on the mid-point of the indicative
[REDACTED] and assuming the [REDACTED] and the [REDACTED] are not exercised).
The [REDACTED] expenses we incurred in the Track Record Period and expect to incur
would consist of approximately HK$[REDACTED] fees and approximately
HK$[REDACTED] fees (including fees and expenses of legal advisors and the reporting
accountant of approximately HK$[REDACTED] and other fees and expenses of approximately
HK$[REDACTED]). Among the total [REDACTED] expenses which we expect to incur,
approximately HK$[REDA CTED] will be directly attributable to the issue of our Shares which
will be deducted from equity, and the remaining HK$[REDACTED] million will be expensed
upon [REDACTED].

FUTURE PLANS AND [REDACTED]

Assuming that the [REDACTED] and the [REDACTED] are not exercised, after
deducting the [REDACTED] commissions and other estimated [REDACTED] expenses
payable by us in connection with the [REDACTED], and assuming an [REDACTED] of
HK$[REDACTED] per Share (being the mid-point of the indicative [REDACTED] of
HK$[REDACTED] and HK$[REDACTED]), we estimate that we will receive net
[REDACTED] of approximately HK$[REDACTED] million from the [REDACTED]. We
intend to use the net [REDACTED] from the [REDACTED] for the purposes and in the
amounts set forth below:

. approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],
is expected to be used for our business expansion. We intend to consistently expand
our business scale and provide consumers with quality products.

. approximately [REDACTED]% of the net [REDACTED], or HK${REDACTED],
is expected to be used to enhance our digitalization. We intend to further improve
our information management systems.

. approximately [REDACTED]% of the net [REDACTED], or HK${REDACTED],
is expected to be used for potential investment or mergers and acquisitions
opportunities along the industry chain.

. approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],
is expected to be used for working capital and general corporate uses.

See “Future Plans and [REDACTED].”
DIVIDEND

No dividend was paid or declared by our Company or other entities comprising our Group
during the Track Record Period. Currently, we do not have a fixed dividend distribution ratio.
Any future declarations and payments of dividends will be at the discretion of our Directors
and will depend on our actual and expected results of operations, cash flow and financial
position, general business conditions and business strategies, expected working capital
requirements and future expansion plans, legal, regulatory and other contractual restrictions,
and other factors which our Directors consider relevant. As advised by our PRC Legal
Advisors, no dividend shall be declared or payable except out of our profits and reserves
lawfully available for distribution. Any future net profit that we make will have to be first

— 18 =



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

SUMMARY

applied to make up for our historically accumulated losses, after which we will be obliged to
allocate 10% of our net profit to our statutory common reserve fund until such fund has reached
more than 50% of our registered capital. Our Shareholders in a general meeting may approve
any declaration of dividends recommended by our Board.

RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE

Since April 30, 2024, and up to the date of this document, we have achieved strong
performance, as evidenced by the strategic expansion of our overseas warehouses. From April
30, 2024, we started to operate two new overseas warehouses and expanded the GFA of an
existing overseas warehouse in the U.S. As of the date of this document, we operated 29
overseas warehouses, with an aggregate GFA of over 6.5 million sq.ft. Moreover, in June 2024,
we were awarded the title of Leading Export E-commerce Enterprise in Guangdong Province.
Three of our overseas warehouses were designated by the Department of Commerce of
Guangdong Province as public overseas warehouses owned by companies in Guangdong
Province, indicating that these overseas warehouses have the capacity to provide professional,
high-quality warehousing services to companies in Guangdong Province.

We have confirmed that, up to the date of this document, there has been no material
adverse change in our financial or trading position or prospects since April 30, 2024, being the
end date of the periods reported in the Accountants’ Report set out in Appendix I to this
document, and there has been no event since April 30, 2024, that would materially affect the
information set out in the Accountants’ Report in Appendix I to this document.

IMPACT OF THE COVID-19 PANDEMIC

The outbreak of COVID-19, which was first reported in December 2019, quickly
developed into a worldwide pandemic that materially and adversely affected the global
economy and business environment. In 2020, the outbreak of COVID-19 shifted consumer
behaviors and accelerated the development of online shopping, with the GMV of B2C overseas
e-commerce for the furniture and home furnishings market generated by China-based sellers
increasing by 78.3% from 2019 to 2020, according to Frost & Sullivan. As such, the COVID-19
pandemic outbreak has had a positive impact on the global B2C e-commerce market. According
to Frost & Sullivan, during the COVID-19 pandemic, consumers increasingly relied on online
shopping, and the market size of the global B2C e-commerce market is expected to grow
further after the COVID-19 pandemic. The size of the global B2C e-commerce market
increased significantly due to the COVID-19 pandemic, with its GMV increasing from
USD2,300.7 billion in 2018 to USD4,821.9 billion in 2023 at a CAGR of 16.0%, where the
GMYV of the global B2C e-commerce market increased by 47.3% from 2019 to 2021. The size
of this market is expected to continue expanding with a GMV reaching USD7,712.5 billion by
2028 at a CAGR of 9.8% from 2023 to 2028, driven by the shift in consumption patterns to
online shopping. As a result, the receding of the COVID-19 pandemic is not expected to lead
to a contraction of the global B2C e-commerce market. Instead, reliance on online shopping
platforms is anticipated to increase, broadening the scope of the digital marketplace.
Consequently, more opportunities will emerge for online retailers and B2C export e-commerce
logistics solutions providers, leading to the growth of our business in the long run.

During the Track Record Period, we were occasionally exposed to certain international
transportation interruptions, global logistics congestion and temporary suspension of
port terminals in the PRC due to the COVID-19 pandemic, which prolonged the delivery times
of our services. For example, air freight costs to the U.S. and Europe in the second quarter of
2020 increased from approximately RMB30 per kilogram to approximately RMB100 per
kilogram. In 2021, the sea freight costs from China to Europe increased from approximately
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USD10,100 to a maximum of USD16,500 for every 40-foot container. In 2021, the sea freight
costs from China to the west coast of the U.S. increased from less than USD5,000 to a
maximum of USD18,000 for every 40-foot container. In 2022 and 2023, the shipping time from
China to the west coast of the U.S. increased from approximately 15 days to approximately 25
days. Despite the adverse effects of COVID-19 on the global supply chain, our overseas
operations, including our warehouse operations, were not materially affected by the COVID-19
pandemic. Specifically, despite the general rise in logistics costs, we entered into agreements
with third-party logistics service providers to secure relatively fixed prices, ensuring our
logistics costs remained relatively stable despite severe market fluctuations. Despite shipping
delays, there were no cases where we failed to deliver products to our overseas customers
during the COVID-19 pandemic.

Our Directors are of the view that the overall impact of COVID-19 on our business
operation and financial performance was immaterial on the basis that (i) our total revenue
increased by 22.3% from RMB7,100.2 million in 2022 to RMBS,683.0 million in 2023 and
increased by 16.9% from RMB2,424.5 million in the four months ended April 30, 2023, to
RMB2,833.5 million in the four months ended April 30, 2024; and (ii) our business operations
fully resumed as restrictive measures were gradually eased since December 2022.
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In this document, unless the context otherwise requires, the following terms and
expressions have the meanings set forth below.

“Accountants’ Report”

“affiliate”

“AFRC”

“Articles of Association” or
“Articles”

“associate(s)”

“ASTM”

“Audit Committee”

“Aukey International”

“Auklogis Gmbh”
“Authorized Representative(s)”

“Auwin International”

bl

“Board” or “Board of Directors’

“Board Committee(s)”

“Business Day” or “business
day”

the accountants’ report of our Company, the text of which
is set out in Appendix I to this document

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

the Accounting and Financial Reporting Council of Hong
Kong

the articles of association of our Company, which was
passed by our Shareholders at the Shareholders’ meeting
on March 19, 2024, which shall become effective on the
[REDACTED], as amended, supplemented, or otherwise
modified from time to time, a summary of which is set
out in Appendix IV to this document

has the meaning ascribed to it under the Listing Rules

American Society for Testing and Materials, the
international standards organization that develops and
publishes voluntary consensus technical standards for a
wide range of materials, products, systems and services

the audit committee of our Company

Aukey International Limited (FHUZEBEIBEARRAR), a
subsidiary of our Company

Auklogis Gmbh I.G, a subsidiary of our Company
the authorized representative(s) of our Company

Auwin International Limited (MU BEIEEARAR), a
subsidiary of our Company

the board of Directors of our Company

the board committees of our Company, namely the Audit
Committee, the Remuneration and Assessment
Committee, the Nomination Committee and the Strategy
Committee

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

“CE”

“China”, “Mainland China” or
“PRC’?

“CITIC Securities”

“CITIC Securities Investment”

“Companies Ordinance”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

[REDACTED]

the Clinical Decision Support System

Conformite Europeene, a mark appears on products
which signifies that the products sold in the European
Economic Area have been assessed to meet high safety,
health, and environmental protection requirements

the People’s Republic of China, excluding, for the
purpose of this document, Hong Kong, Macau and
Taiwan

CITIC Securities Company Limited (41578 7= A R
/v H]), a joint stock company (stock code: 600030.SH and
6030.HK) which was established under the laws of PRC
in October 1995

CITIC Securities Investment Co., Ltd (‘TR HFHER
FRZvF]), a limited liability company established under
the laws of PRC in April 2012 and one of our
Pre-[REDACTED] Investors

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

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
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99 <

“Company,
“the Company”

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

“Conversion of Domestic
[REDACTED] Shares into
H Shares”

“core connected person(s)”

“CSbhC”

“CSDC (Hong Kong)”

“CSRC”

“Director(s)”

“Domestic [REDACTED]
Share(s)”

“EIT Law”

“EPA”

our Company” or

AuGroup Technology Co., Ltd. (FEERHE AR A FR A A,
formerly known as Shenzhen Aukey E-Business Co., Ltd.
(IR TR ARRAR)  and  Shenzhen
Aukey E-Business Co., Ltd. (I L E T BH A RA
), a limited liability company established in the PRC on
September 13, 2010, which was converted into a joint
stock limited company in the PRC on May 25, 2015

Red Solar Capital Limited
has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

The conversion of [REDACTED] Domestic
[REDACTED] Shares in aggregate held by
[REDACTED] existing Shareholders into H Shares upon
the completion of the [REDACTED]. Such conversion of
Domestic [REDACTED] Shares into H Shares has been
filed with the CSRC and CSRC has issued the filing
notice in respect of the [REDACTED] dated September
29, 2024; and an application for H Shares to be listed on
the Hong Kong Stock Exchange has been made to the
Hong Kong Stock Exchange

has the meaning ascribed to it under the Listing Rules

China Securities Depositary and Clearing Corporation
Limited (1B &7 & rl 45 B A RFAL A7)

China Securities Depository and Clearing (Hong Kong)
Company Limited

the China Securities Regulatory Commission (B # %
EEEHEAE)

director(s) of our Company

ordinary share(s) issued by the Company, with a nominal
value of RMB1.00 each, which is/are subscribed for or
credited as paid in Renminbi and not listed on any stock
exchange

Enterprise Income Tax Law of the People’s Republic of
China (FF#EANRILAEAZETIGRIE), as amended,

supplemented or otherwise modified from time to time

the U.S. Environmental Protection Agency
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“Extreme Conditions”

“FCC”

“FTC”

“Gonggingcheng Greenwoods
Jing’an”

“Greenwoods”

99 <

“Group,” “our Group,”
‘éwe97 Or “us”

[REDACTED]

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

the U.S. Federal Communications Commission

[REDACTED]

the U.S. Federal Trade Commission

[REDACTED]

Gonggqgingcheng  Greenwoods Jing’an  Investment
Management Partnership (Limited Partnership) (L&
MR LHEEHEEREEAREH)), a  limited
partnership established under the laws of PRC in January
2018 and one of our Pre-[REDACTED] Investors

refers to Gongqgingcheng Greenwoods Jing’an, Shanghai
Greenwoods Jinghui and Shenzhen Greenwoods Jingying

our Company and its subsidiaries (or our Company and
any one or more of its subsidiaries, as the context may
require)
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“H Share(s)”

“Hainan Hongdao”

“HK Fanttik”

“HK$” or “HK dollars”

“Hong Kong” or “HK”

overseas listed foreign shares in the share capital of our
Company with nominal value of RMB1.00 each, which
are to be subscribed for and traded in HK dollars and are
to be listed on the Hong Kong Stock Exchange

[REDACTED]
Hainan Hongdao Equity Investment Fund Management
Co., Ltd. (MEREREREEHARAA), a
limited liability company established under the laws of

PRC in November 2015 and one of our
Pre-[REDACTED] Investors

[REDACTED]

Fanttik Innovation Limited (JEZWBIHARAFR), a
subsidiary of our Company

Hong Kong dollars and cents, respectively, the lawful
currency of Hong Kong

[REDACTED]

the Hong Kong Special Administrative Region of the
PRC

25—



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

DEFINITIONS
“Hong Kong Listing Rules” or the Rules Governing the Listing of Securities on The
“Listing Rules” Stock Exchange of Hong Kong Limited (as amended

from time to time)

[REDACTED]

“Hong Kong Stock Exchange” or  The Stock Exchange of Hong Kong Limited
“Stock Exchange”

[REDACTED]
“Hongdao Zhixin” Ningbo Meishan Free Trade Port Zone Hongdao Zhixin
Investment Management Partnership (Limited

Partnership) (B A LR BLMS RIGE BE R EEH A B
FEEMRAH)), a limited partnership established under
the laws of PRC in January 2018 and one of our
Pre-[REDACTED] Investors

“HongShan Baosheng” Ningbo HongShan Baosheng Equity Investment
Partnership (Limited Partnership) (CEE P LA PR B B R 1
EEBLEERAEE)), alimited partnership established
under the laws of PRC in June 2018 and one of our
Pre-[REDACTED] Investors
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“IFRS”

“Independent Third Party(ies)”

International Financial Reporting Standards, which
include standards, amendments and interpretations
promulgated by the International Accounting Standards
and interpretation issued by the International Accounting
Standards Committee

any entity(ies) or person(s) who to the best of our
Directors’ knowledge, information and belief, is not a
connected person of our Company within the meaning of
the Listing Rules

[REDACTED]
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“Ke’ao Technology”

“Latest Practicable Date”

“Listing Rules”

“Main Board”

“Midea Fund”

“MIIT”

“MOF”

“MOFCOM”

“Mr. Lu”

Shenzhen Ke’ao Technology Co., Ltd. (EIITIRHEFRHL
A BRZAH]), a limited liability company established under
the laws of PRC in January 2012

[October 16, 2024], being the latest practicable date prior
to the date of this document for the purpose of
ascertaining certain information contained in this
document

[REDACTED]

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

the stock market (excluding the option market) operated
by the Hong Kong Stock Exchange which is independent
from and operated in parallel with the GEM of the Hong
Kong Stock Exchange

Guangdong Midea Intelligent Technology Industry
Investment Fund Management Center (Limited
Partnership) (B #3198 GERHE B B E RSP L (E
FRE%%)), a limited partnership established under the laws
of PRC in November 2018 and one of our
Pre-[REDACTED] Investors

Ministry of Industry and Information Technology of the

PRC (1% A\ RILFIE T 2EH115 BALHE)
Ministry of Finance of the PRC (H#& A [ [E FF EE)

Ministry of Commerce of the PRC ("3 A 3 i #5
)

Mr. Lu Haizhuan (BE/&E 5% 4), our founder, chairperson
of the Board, executive Director, chief executive officer
and a member of our Single Largest Shareholders Group,
see “Directors, Supervisors and Senior Management —
Board of Directors” and “Relationship with Our Single
Largest Shareholders Group”
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DEFINITIONS

“Mr. Ze”

“NDRC”

“NEEQ”

“Negative List”

“NewTrails”

“PBOC”

Mr. Ze Kuaiyue (ZEESHM%E), our co-founder, vice
chairperson of the Board, executive Director, chief
financial officer and a member of our Single Largest
Shareholders Group, see “Directors, Supervisors and
Senior Management — Board of Directors” and
“Relationship with Our Single Largest Shareholders
Group”

the National Development and Reform Commission of

the PRC (FF# NRILMBIBFERMUELZEE)

The National Equities Exchange and Quotations (Z[8
/M ZE A I AR 5T

the Special Administrative Measures for Access of
Foreign Investment (Negative List) (2021 Edition), most
recently jointly promulgated by the MOFCOM and the
NDRC on December 27, 2021 and which became
effective on January 1, 2022, as amended, supplemented
or otherwise modified from time to time

NewTrails SPV I Limited, a limited liability company
under the Hong Kong laws in March 2024 and one of our
Pre-[REDACTED] Investors

[REDACTED]

the People’s Bank of China ([ AR#1T), the central
bank of the PRC
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DEFINITIONS

“PRC Company Law”

“PRC GAAP”

“PRC Legal Advisor”

“Pre-[REDACTED]
Investment(s)”

“Pre-[REDACTED] Investors”

“document”

“province”

“Qingdao GoldStone”

“Regulation S”
“RMB” or “Renminbi”

“ROHS”

the Company Law of the PRC ( (H#E A RILFE A F]
%) ), as amended, supplemented or otherwise modified
from time to time

the PRC Accounting Standards and Accounting
Regulations for Business Enterprises ({3 FIHEHY)
promulgated by the MOF on February 15, 2006 and its
supplementary regulations, as amended, supplemented or
otherwise modified from time to time

King & Wood Mallesons, our legal advisor as to the laws
of the PRC

the Pre-[REDACTED] investments in our Company
undertaken by the Pre-[REDACTED] Investors, details
of which are set out in the section headed “History,
Development and Corporate Structure” in this document

the investor(s) who participated in our
Pre-[REDACTED] Investments, details of which are set
out in the section headed “History, Development and
Corporate Structure” in this document

[REDACTED]

this document being issued in connection with the
[REDACTED]

each being a province or, where the context requires, a
provincial-level autonomous region or municipality
under the direct supervision of the central government of
the PRC

Qingdao GoldStone Haorui Investment Co., Ltd. (5 54
ABINEEABR/AT), a limited liability company
established under the laws of PRC in December 2012
which became our Shareholder in March 2017 and
transferred all Shares of our Company held by it to CITIC
Securities Investment. Both Qingdao GoldStone and
CITIC Securities Investment are controlled by CITIC
Securities

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

Restriction of Hazardous Substances
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“SAFE”

“SAIC”

“Sailvan Times”

“SAMR”

“SAT”

“Securities and Futures
Ordinance” or “SFO”

“Securities Law” or “PRC
Securities Law”

“SFC”

“Shanghai Greenwoods Jinghui”

“Shanghai Stock Exchange”

“Share(s)”

“Shareholder(s)”

“Shenzhen Aukeyhi Technology”

State Administration of Foreign Exchange of the PRC (1
He N\ RILFNE [ ¢ AP MG FE)R)), the PRC governmental
agency responsible for matters relating to foreign
exchange administration, including local branches, when
applicable

State Administration of Industry and Commerce of the
PRC (FHEANRMEIEZ THATBUE AR,  now
known as the SAMR

Sailvan Times Co., Ltd. (ZBEAERF R A BRA R, a
limited liability company established under the laws of
PRC in May 2012 (stock code: 301381.SZ) and one of
our Pre-[REDACTED] Investors

the State Administration for Market Regulation of the
PRC ("3 A R ILAIER B0 2 T35 BB A BELARUR)), formerly
known as the SAIC

State Taxation Administration of the PRC ("F3E A RILH
B B 55 4R )

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

the Securities Law of the PRC (3 A B 3L B 35 7577%),
as amended, supplemented or otherwise modified from
time to time

the Securities and Futures Commission of Hong Kong

Shanghai Greenwoods Jinghui Equity Investment Center
(Limited Partnership) ( 18 stkse BIRES G 0 (A R
&%), a limited partnership established under the laws
of PRC in March 2015 and one of our Pre-[REDACTED]
Investors

the Shanghai Stock Exchange (#5528 %) )

ordinary shares in the capital of our Company with a
nominal value of RMB1.00 each

holder(s) of the Share(s)

Shenzhen Aukeyhi Technology Co., Ltd. (EIIERHER
AR, formerly known as Shenzhen Aukeyhi
E-Commerce Co., Ltd. (EIIEFEHE T 5 A BRA A,

a subsidiary of our Company
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DEFINITIONS

“Shenzhen Capital Group”

“Shenzhen Changguo”

“Shenzhen Fanttik”

’

“Shenzhen Greenwoods Jingying’

“Shenzhen Maoshun”

“Shenzhen Redland”

“Shenzhen Stock Exchange”

“Shenzhen Westernpost”

“SilkRoad Industrial Investment”

“Single Largest Shareholders
Group”

Shenzhen Capital Group Co., Ltd. (I AIH % &4 E
A B2 H]), a limited liability company established under
the laws of PRC in August 1999 and one of our
Pre-[REDACTED] Investors

Shenzhen Changguo Investment Partnership (Limited
Partnership) (I RRBESBEEEREY)), a
limited partnership established under the laws of PRC in
March 2015, which was one of our employee share
incentive platforms and has been voluntarily deregistered
in March 2024

Shenzhen Fanttik Technology Innovation Co., Ltd. (Il
R R B ABR/AH]), a limited liability company
established under the laws of PRC in February 2019, a
subsidiary of our Company

Shenzhen Greenwoods Jingying Equity Investment Fund
Partnership (Limited Partnership) (GEY SR B e
EREABEEEREY)), a limited partnership
established under the laws of PRC in February 2018 and
one of our Pre-[REDACTED] Investors

Shenzhen Maoshun Industrial Co., Ltd. (T & EE 2
A BRZAH]), a limited liability company established under
the laws of PRC in September 2021, a subsidiary of our
Company

Shenzhen Redland Information Venture Investment
Limited Company (IEIITHAL LA5EBIZEBEHBRAA),
a limited liability company established under the laws of
PRC in May 2011, which became our Shareholder in
March 2012 and ceased to be our Shareholder during our
quotation on the NEEQ

the Shenzhen Stock Exchange (‘@ﬂ”%f‘ 5551}3)?)

Shenzhen Westernpost Intelligent Warehouse Technology
Co., Ltd. (ZRINTT PG EE G R A BRZA 7), a subsidiary of

our Company

Zhejiang  SilkRoad  Industrial Investment Fund
Partnership (Limited Partnership) (#77LAR 2 SER &R
EEBAEEEREY)), a limited partnership established
under the laws of PRC in August 2017 and one of our
Pre-[REDACTED] Investors

refers to Mr. Lu, Mr. Ze and Yueqing Aoji Growth IV
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DEFINITIONS

“Sole Sponsor”

“Starquest Fund”

“State Council”

“subsidiary(ies)”

“Substantial Shareholder(s)”
“Supervisor(s)”
“Supervisory Committee”

“Suzhou Cathay Growth”

“Takeovers Code”

“Times Bole”

“Track Record Period”

the sole sponsor of the [REDACTED] of the H Shares on
the Stock Exchange as named in “Directors, Supervisors
and Parties Involved in the [REDACTED]”

[REDACTED]

Starquest New Economy Equity Investment Fund
(Shenzhen) L.P. (254 &8 BAER 3L & (YD) A B A4
H(HMRA%)), a limited partnership established under
the laws of PRC in February 2018 and one of our
Pre-[REDACTED] Investors

State Council of the People’s Republic of China (FF¥#EA
LA B [ 5 Bt )

has the meaning ascribed thereto in the Hong Kong
Listing Rules

has the meaning ascribed to it under the Listing Rules
member(s) of our Supervisory Committee
the supervisory committee of our Company

Suzhou Cathay Growth Investment Fund Partnership
(Limited Partnership) (#RMBUENERERS B0
(AM4A%)), a limited partnership established under the
laws of PRC in December 2017 and one of our
Pre-[REDACTED] Investors

[REDACTED]

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

a group of external investors of our Company that were
controlled by Shenzhen Hanxin Asset Management Co.,
Ltd. (YT & & P A BR/A 7)), a professional asset
management company established under the laws of PRC
in January 2010, which became our Shareholder in
November 2014 and ceased to be our Shareholder during
our quotation on the NEEQ

The financial years ended December 31, 2021, 2022 and
2023 and the four months ended April 30, 2024

— 33 _



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

DEFINITIONS

“UK” or “U.K.”

“US”, “U.S.” or “United States”

“U.S. Securities Act”

“US$,” “USD” or “U.S. dollars”

“WEEE”

“Wendi Design”

“Wendi Technology”

“WESTERN POST (HK)”

“WESTERN POST (SG)”

“WESTERN POST (US)”

“Wuhan Shunhong”

“Wuhan Shunying”

the United Kingdom of Great Britain and Northern
Ireland

[REDACTED]

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

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

United States dollars, the lawful currency of the United
States

Waste Electrical and Electronic Equipment

Zhuhai Wendi Design Consulting Co., Ltd. (PRif{La ¢
FHEEF A BRA A, a limited liability company established
under the laws of PRC in July 2021 and one of our
Pre-[REDACTED] Investors

Zhuhai Wendi Technology Co., Ltd. (BB A R
/3 Fl), a limited liability company established under the
laws of PRC in July 2021 and one of our
Pre-[REDACTED] Investors

WESTERN POST (HK) LIMITED, a subsidiary of our
Company

WESTERN POST (SG) PTE. LTD, a subsidiary of our
Company

WESTERN POST (US) INC, a subsidiary of our
Company

Wuhan Shunhong Equity Investment Partnership
(Limited Partnership) (RIENEZBRAERE B EECER
&%), a limited partnership established under the laws
of PRC in April 2018 and one of our Pre-[REDACTED]
Investors

Wuhan Shunying Equity Investment Partnership (Limited
Partnership) (RIZIEFEREGBCEEREE)), a
limited partnership established under the laws of PRC in

April 2018 and one of our Pre-[REDACTED] Investors
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“Yueqing Aoji Growth ESOPs”

“Yueqing Aoji Growth IV”

“Yueqing Aoji Growth V”

“Yueqing Aoji Growth VI”

“Yueqing Aoji Growth VIII”

“Yueqing Aoji Growth IX”

“Yueqing Ao X”

refers to Yueqing Aoji Growth V, Yueqing Aoji Growth
VI, Yueqing Aoji Growth VIII, Yueqing Aoji Growth IX
and Yueqing Ao X

Yueqing Aoji Growth IV Enterprise Management
Partnership (Limited Partnership) (447 i M2 1= B8
THREMEBLEEREE)), a limited partnership
established under the laws of PRC in August 2020 and a
member of our Single Largest Shareholders Group, see
“Relationship with Our Single Largest Shareholders
Group”

Yueqing Aoji Growth V Enterprise Management
Partnership (Limited Partnership) (4478 i {83 s = AR95%
PHREMEPLEEREE)), a limited partnership
established under the laws of PRC in August 2020 and
one of our employee share incentive platforms, in which
all the award Shares have been vested

Yueqing Aoji Growth VI Enterprise Management
Partnership (Limited Partnership) (4475 i 503 B = e 9%
PREMEPLEERE)), a limited partnership
established under the laws of PRC in August 2020 and
one of our employee share incentive platforms, in which
all the award Shares have been vested

Yueqing Aoji Growth VIII Enterprise Management
Partnership (Limited Partnership) (4%i% il i =41 9%
PEEHEBPEAREE)), a limited partnership
established under the laws of PRC in August 2020 and
one of our employee share incentive platforms, in which
all the award Shares have been vested

Yueqing Aoji Growth IX Enterprise Management
Partnership (Limited Partnership) (4&1% il R EAHE
BEEHEBLEAEREY)), a limited partnership
established under the laws of PRC in August 2020 and
one of our employee share incentive platforms, in which
all the award Shares have been vested

Yueqing Ao X Enterprise Management Partnership
(Limited Partnership) (4475 TG EE I GBOHEE
FRE%%)), a limited partnership established under the laws
of PRC in September 2021 and one of our employee share
incentive platforms, in which all the award Shares have
been vested
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“Zhuhai Yinshan” Zhuhai Yinshan Modern Logistics Industry Equity
Investment Fund (Limited Partnership) (i FE 1L B
T ERERE R SR EH)), a limited partnership
established under the laws of PRC in June 2017 and one
of our Pre-[REDACTED] Investors

“%” per cent

» o« » o« » o«

In this Document, the terms “associate, close associate, connected person, core
connected person,” “connected transaction,” “controlling shareholder” and “substantial
shareholder” shall have the meanings given to such terms in the Listing Rules, unless the
context otherwise requires.

Certain amounts and percentage figures included in this Document have been subject to
rounding. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them. Any discrepancies in any table or chart between the
total shown and the sum of the amounts listed are due to rounding.

For ease of reference, the names of the PRC established companies or entities, laws or

regulations have been included in this Document in both the Chinese and English languages
and in the event of any inconsistency, the Chinese versions shall prevail.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain terms used in this
document in connection with our Group and our business. The meaning of these terms
may not necessarily correspond to standard industry meaning or the usage of these terms.

uapp(s)”

“ASP”

“B2B”
“B2C”
“CAGR”
“COVID-19”

“CPC”

“CPM”

“DSP”

“Environmental Management
Policy”

“ERP”

“FBA”

computer program(s) designed to run on a mobile device
such as a phone/tablet or watch

average selling price, calculated by dividing revenue by
sales volume, in the sales of goods business line

business to business

business to consumer
compound annual growth rate
coronavirus disease 2019

cost per click, a performance-based pricing model where
advertisement service fees are charged on the basis of
each click

cost per mille, a non-performance-based pricing model
where advertising is paid based on one thousand
impressions of the advertisement

demand side platform, a platform that allows buyers of
digital advertising inventory to manage multiple ad
exchange and data exchange accounts through one
interface, enabling the platform-based sellers to increase
the brand awareness both on and off the e-commerce
platforms

an environmental policy that we have implemented to
embed ESG principles across operations and drive
sustainable development throughout business processes

enterprise resource planning, a business process
management software that allows an organization to use
a system of integrated applications to manage the
business and digitalize back-office functions relating to
technology, services, and human resources

fulfillment by Amazon, a fulfillment method provided by
Amazon to third-party e-commerce sellers based on
Amazon’s self-operated logistics network, covering
receiving, packing, shipping, customer service and
returns for orders, to facilitate the delivery of products
when Amazon’s customers make a purchase on Amazon

—37 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

GLOSSARY OF TECHNICAL TERMS

“FBM”

“FEU”

“FVTOCI”
“GDP”
“GFA”
“GMV”

“HTS ’

“inventory accuracy rate”

“IP”
“KOL”

“medium-to-large goods”

“MWh”

“OEM”

“OMS”

“return rate”

“sales volume”

fulfillment by merchant, a fulfillment method provided
by Amazon

forty-foot equivalent unit, a shipping container whose
internal dimensions measure about 40 feet long, eight
feet wide, and eight feet tall

fair value through other comprehensive income
gross domestic product

gross floor area

gross merchandise volume

the Harmonized Tariff Schedule of the United States that
sets out the tariff rates and statistical categories for all
merchandise imported into the U.S.

refers to the measure of how closely a company’s
physical inventory matches the inventory records in its
management system, which is calculated by dividing the
number of accurate inventory records by the total number
of inventory records

intellectual property
key opinion leaders

in the context of B2C export e-commerce logistics
solutions, usually refers to goods weighing over 0.5 kg
and/or measuring over 25 cm in length, 20 cm in width
and 2.5 cm in height

megawatt-hour, a unit of measure of electric energy

original equipment manufacturer, a company that
manufactures a product in accordance with its customer’s
designs which ultimately will be branded by its customer
for sale

order management system

a metric used to assess the proportion of products
returned by customers within a specific timeframe,
calculated by dividing the amount of returns in a given
period by the GMV deducting discounts in that period

number of products sold in the sales of goods business
line
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GLOSSARY OF TECHNICAL TERMS

“Seller Central program”

64SKU’7
“sq.ft.”
éésq.m‘97

“TMS”

“ton(s)”

“user traffic”

“WMS”

“24-hour inventory delivery rate”

refers to the seller program on Amazon, where retail
customers  purchase  products through Amazon
e-commerce marketplace directly from the seller

stock keeping unit

square feet

square meter

transportation management system

a unit of weight in the metric system, equal to 1,000
kilograms

the total number of internet users that visit the website
within a certain period

warehouse management system

refers to the percentage of orders for medium-to-large
goods which are delivered to last-mile fulfillment service
providers within 24 hours of the order placement
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FORWARD-LOOKING STATEMENTS

This document includes forward-looking statements. All statements other than statements
of historical facts contained in this document, including, without limitation, those regarding
our future financial position, our strategy, plans, objectives, goals, targets and future
developments in the markets where we participate or are seeking to participate, and any
statements preceded by, followed by or that include the words “believe,” “expect,” “estimate,”
“predict,” “aim,” “intend,” “will,” “may,” “plan,” “consider,” “anticipate,” “seek,” “should,”
“could,” “would,” “continue,” or similar expressions or the negative thereof, are forward-
looking statements. These forward-looking statements involve known and unknown risks,
uncertainties and other factors, some of which are beyond our control, which may cause our
actual results, performance or achievements, or industry results, to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking
statements. These forward-looking statements are based on numerous assumptions regarding
our present and future business strategies and the environment in which we will operate in the
future. Important factors that could cause our actual performance or achievements to differ
materially from those in the forward-looking statements include, among other things, the
following:

ERINT3

EEINT3 LR I3 9

. general political and economic conditions, including those related to the PRC;
. our ability to successfully implement our business plans and strategies;

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

. our business operations and prospects;
. our capital expenditure plans;

. the actions and developments of our competitors;

. our financial condition and performance;
. capital market developments;
. our dividend policy;

. 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;

. various business opportunities that we may pursue; and

. changes or volatility in interest rates, foreign exchange rates, equity prices or other
rates or prices, including those pertaining to the PRC and Hong Kong and the
industry and markets in which we operate.

Additional factors that could cause actual performance or achievements to differ
materially include, but are not limited to, those discussed in “Risk Factors” and elsewhere in
this document. We caution you not to place undue reliance on these forward-looking
statements, which reflect our management’s view only as of the date of this document. We
undertake no obligation to update or revise any forward-looking statements, whether as a result
of new information, future events or otherwise. In light of these risks, uncertainties and
assumptions, the forward-looking events discussed in this document might not occur. All
forward-looking statements contained in this document are qualified by reference to the
cautionary statements set out in this section.
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RISK FACTORS

You should carefully consider all of the information in this document, including the
risks and uncertainties described below before making an investment in our H 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 condition
and results of operations. In any such case, the market price of our H Shares could
decline, and you may lose all or part of your investment.

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” in this document.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We generate the majority of our revenue from a small number of third-party e-commerce
platforms. Disruptions of our relationships with third-party e-commerce platforms,
changes in, or interpretation of, policies of such third-party e-commerce platforms or
unfavorable changes in our arrangements with them, could have a material adverse effect
on our business, financial condition and results of operations.

During the Track Record Period, we primarily sold our products through third-party
e-commerce platforms, especially Amazon, Walmart and Wayfair, to consumers. In 2021, 2022,
2023 and the four months ended April 30, 2023 and 2024, our revenue generated from sales
through third-party e-commerce platforms was RMBS,233.4 million, RMB5,878.0 million,
RMB6,656.9 million, RMB1,933.1 million and RMB2,105.3 million, respectively, accounting
for 90.8%, 82.8%, 76.7%, 79.7% and 74.3% of our total revenue, for the same years/periods,
respectively. We expect that sales through such third-party e-commerce platforms will continue
to contribute the majority of our total revenue in the foreseeable future. As such, our
profitability and business performance rely on, among other things, the continued strong
business relationships between third-party e-commerce platforms and us.

We have entered into standard agreements with third-party e-commerce platforms such as
Amazon, Walmart and Wayfair. We cannot guarantee that we will be able to maintain and renew
our agreements on favorable terms, or at all. In the case that third-party e-commerce platforms
amend the terms of agreements or render such terms unfavorable to us, our business
performance, results of operations and profitability may be materially and adversely affected.
In addition, if stricter laws and regulations or other regulatory requirements on e-commerce
activities are established and impose additional compliance obligations on us, we may incur
significant compliance costs.

Moreover, our business on third-party e-commerce platforms is governed by the policies
and enforcement of these platforms. For example, because the platforms have discretion in
interpreting and enforcing their rules and policies, which are out of our control, our operation
of multiple stores to facilitate the tailored product listings under diverse product categories and
conduct tailored sales and promotion efforts may be challenged if the relevant e-commerce
platforms challenge our underlying business reason for such operation. See “Business — Our
Sales Network — Seller Store Management.” In such cases, such platforms have the authority
to suspend or terminate our seller accounts, seller stores or sales activities for reasons such as
the way our online stores are managed and operated. They may also withhold our sales
proceeds for a duration under certain conditions, or we may have to cancel orders, which will
incur related costs. During the Track Record Period, certain of our sales and marketing
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RISK FACTORS

activities were identified in violation with relevant platform policies by Amazon. See
“Business — Marketing and Promotion — The Amazon Incident.” We cannot assure you that
third-party e-commerce platforms will not adopt new policies or change existing policies that
may materially and adversely affect us. Any disruption or termination of our ability to sell
products on these platforms could significantly affect our sales network, customer base and
overall business performance.

Furthermore, our sales of products depend on the proper operation of third-party
e-commerce platforms. However, we do not have control over such third-party e-commerce
platforms, and they may be vulnerable to damage or interruptions such as power failure,
computer viruses, acts of hacking, vandalism and similar events. Any material interruption or
damage to the e-commerce platforms may have an adverse effect on our business, financial
condition and results of operations.

We may not identify or respond in a timely manner to changes in consumer preferences
and market demand, or fail to continuously design and develop new products to meet the
evolving consumer demand, which may materially and adversely affect our business
operations and financial performance.

Our business operations and future growth depend on our ability to identify and promptly
respond to consumer preferences and market demand, which may change from time to time
subject to factors beyond our control, such as changes in consumption willingness, purchasing
power and evolving consumer demographics. We have consistently invested in product
development and implementing effective sales and marketing activities to stay abreast of
market trends. However, we cannot assure you that our efforts will always be effective. If we
are unable to predict and promptly respond to consumer preferences or market demand, we may
fail to continuously develop products with wide market acceptance, capture emerging growth
opportunities, adopt competitive sales strategies or properly manage our inventory. Such
failure could negatively impact our brand image and result in diminished consumer experience.
Any of these occurrences could materially and adversely affect our business, prospects and
results of operations.

Furthermore, to cater to the different market demand, we consistently develop new brands
as well as design and launch new products. However, we cannot assure you that such efforts
will be successful. The success of new brands and products depends on multiple factors,
including those beyond our control, such as industry trends, market demand, regulatory
approvals, production efficiency, competition and consumer acceptance. Failure to launch new
brands products may materially and adversely affect our business, financial condition and
results of operations.

We rely on manufacturing partners to produce our products. If our manufacturing
partners fail to produce products that are of consistently high quality, or if we encounter
issues such as material shortage or delay in the supply, or if raw materials and labor costs
fluctuate, or if we fail to renew agreements with our manufacturing partners on favorable
terms, or at all, our business, financial condition and results of operations could be
materially and adversely affected.

We rely on manufacturing partners for the production of our products. We may experience
operational difficulties with our manufacturing partners, including insufficient production
capacity, failure to meet quality control standards, product specifications and production
deadlines as well as delays in delivery of products. In addition, our manufacturing partners may
experience disruptions in their manufacturing operations due to various factors beyond their
control, including equipment breakdowns, labor strikes or shortages, raw material shortages,
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cost increases, violation of environmental, health or safety laws and regulations and national
and industrial standards in terms of product safety and quality, natural disasters, health
epidemics, fires or other problems. If we fail to timely replace our manufacturing partners
affected with qualified substitutes under our selection criteria, the occurrence of any such
events could cause additional costs or substantial delays.

Moreover, our manufacturing partners procure raw materials before commencing
production, therefore our procurement costs for our sales of goods are impacted by the costs
of raw materials as well as our manufacturing partners’ labor costs. Changes in the
procurement costs may affect our cost structure. The prices of various raw materials for our
products fluctuated during the Track Record Period and may continue to fluctuate in the future.
See “Industry Overview — Cost Analysis.” If we are unable to control our costs, our business,
results of operations and financial condition would be materially and adversely affected.

Furthermore, we cannot guarantee you that we will always be able to maintain and renew
the agreements with our manufacturing partners on favorable terms, or at all. It may take
significant time or resources to identify manufacturing partners that have the capability and
resources to produce products to our specifications in sufficient volume, which could have an
adverse effect on our business, financial condition and results of operations.

If we fail to compete effectively and successfully, our business operations, financial
performance and profitability may be materially and adversely affected.

We primarily compete in the global B2C e-commerce market for furniture and home
furnishings. We also compete in the B2C export e-commerce logistics solutions market. The
development of the global B2C e-commerce market and the B2C export e-commerce logistics
solutions market is subject to uncertainties and may be impacted by factors such as changes in
relevant laws and regulations, changes in consumer demand and public health incidents. In
addition, our ability to compete effectively against existing or potential competitors depends
on various factors, such as brand reputation, the diversification of product portfolio, product
quality, sales and marketing capabilities and customer acquisition and retention capabilities.
Some of our competitors may have competitive advantages in these areas. As competition
intensifies and the presence of potential competitors increases, we may need to devote more
management, financial or human resources. If we are not able to compete effectively, our
market share could decline and our business, financial performance and profitability could be
materially and adversely affected.

Any adverse changes in macroeconomic situations, such as fluctuations in interest rates,
or economic downturn in the U.S. or Europe, or deterioration in political and economic
relations among countries, may negatively and materially affect our business, financial
condition and results of operations.

During the Track Record Period, our consumer base primarily spans across the U.S. and
Europe. In 2021, 2022, 2023 and the four months ended April 30, 2023 and 2024, our revenue
generated in the U.S. amounted to RMBS5,355.0 million, RMB5,047.1 million, RMB6,113.0
million, RMB1,762.9 million and RMB1,997.5 million, respectively, accounting for 59.0%,
71.1%, 70.4%, 72.7% and 70.5% of our total revenue, respectively, for the same periods. In
2021, 2022, 2023 and the four months ended April 30, 2023 and 2024, our revenue generated
in Europe amounted to RMB2,776.5 million, RMB1,064.2 million, RMB773.8 million,
RMB254.9 million and RMB232.3 million, respectively, accounting for 30.6%, 15.0%, 8.9%,
10.5% and 8.2% of our total revenue, respectively, for the same periods. However, we cannot
assure you that we will be able to continue to maintain our market presence in the U.S. and
Europe in the future. In the event that there are significant changes in consumers’ spending
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patterns, and if we are unable to respond effectively to the U.S. and Europe markets or offer
competitive prices to our consumers in the U.S. and Europe markets, our business, financial
condition and results of operations could be adversely affected.

In addition, macro-economic factors, such as changes in global or national economic and
political conditions, changes in the regulatory environment, fluctuations in interest rates,
inflation, consumer preferences and employment levels, may affect the overall performance of
the economies of the U.S. and Europe, and may cause significant changes in consumers’
spending patterns or our costs of doing business.

Our operations may be negatively affected by any deterioration in the political and
economic relations among countries. Exports of our products must be made in compliance with
various economic sanctions and export controls laws in different jurisdictions. For example,
U.S. economic sanctions prohibit the provision of products and services to certain countries or
regions, governments and persons targeted by U.S. sanctions. European Union sanctions also
have similar regimes to prohibit the provision of products to countries or regions, governments
and persons on their respective target list. There were no U.S. sanctions or European Union
sanctions imposed on our products during the Track Record Period and up to the Latest
Practicable Date. We cannot assure you that our products would not be provided to those
targets through independent distributors. Any such provision could have negative
consequences, including government investigations, penalties and reputational harm. We could
be subject to future enforcement action with respect to compliance with governmental
economic sanctions and export controls laws that result in penalties and costs that could have
a material effect on our business and operating results. Furthermore, concerns over inflation,
energy costs, geopolitical frictions, capital market volatility and liquidity issues may create
difficult operating conditions in the future. Sales of our products and services in certain
countries could be materially and adversely affected by international trade regulations. Such
laws and regulations are likely subject to frequent changes, and their interpretations and
enforcements involve substantial uncertainties, which may be heightened by national security
concerns or driven by political or other factors that are out of our control. Therefore, such
restrictions, and similar or more expansive restrictions that may be imposed by the U.S.,
Europe or other jurisdictions in the future, may be difficult or costly to comply with. In
addition, the restrictions may also subject us to regulatory investigations, fines, penalties or
other actions and reputational harm.

We are exposed to the risks relating to third-party logistics solutions providers.

Our delivery arrangements can be broadly divided into: (i) fulfillment services provided
by third-party e-commerce platforms; (ii) logistics solutions offered by various third-party
logistics solutions providers; and (iii) our in-house logistics capabilities through Shenzhen
Westernpost. Our collaboration with third-party logistics providers could expose us to potential
service disruptions or inefficiencies. If these providers fail to meet their service obligations due
to operational issues, financial difficulties or other unforeseen circumstances, our ability to
deliver products to customers in a timely and cost-effective manner may be impacted, which
could cause a decline in product sales and loss of revenue. In addition, improper handling of
our products by the logistics solutions providers could also result in product damage, which
could lead to product liabilities or claims and damage our brand image and reputation.
Furthermore, fluctuations in the prices of logistics solutions affect our ability to provide
cost-effective products to our customers, and may materially and adversely affect our business,
financial condition and results of operations. Any of these events could materially and
adversely affect our business, financial condition and results of operations.
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Changes in international trade policies between China and the U.S. or other countries our
end-consumers are located in may have an adverse effect on our business.

Relationships between countries and regions could affect levels of trade, investment and
other cross-border economic activities, which would have a material adverse effect on global
economic conditions and the stability of global markets. Any of these factors could have a
material adverse effect on us and our logistics solutions customers’ business, prospects,
financial condition and results of operations. If there was any further escalation of tensions
between the U.S. and China, we cannot assure you that our business will not be affected in the
future. From time to time, the U.S. government may also impose restrictions that may
adversely affect our industry and/or cause changes of the policies of third-party e-commerce
platforms, and/or affect the entry of our products into the U.S., the occurrence of which may
adversely affect our business, financial condition and results of operations.

Changes in international trade policies, treaties and tariffs between China and the
countries our end-consumers are located in, particularly between China and the U.S., may
affect the demand for our products, impact the competitive position of our products, or prevent
us from being able to sell products in certain countries. There have been political matters which
resulted in increased tensions between the U.S. and China. The U.S. implemented several
rounds of import tariffs on products of Chinese origin in hundreds of categories in the
Harmonized Tariff Schedule of the U.S., and the PRC government has also been imposing
tariffs on certain products imported from the U.S. into China responding to the U.S. tariffs. In
particular, with the additional tariffs on products of Chinese origin, sellers in the PRC B2C
e-commerce for furniture and home furnishings industry would likely pass the costs of the
tariffs on to end-consumers. See “Regulatory Overview — Laws and Regulations Related to
Our Business in the U.S. — Trade Sanction — Section 301” and “Business — Our Sales
Channel — Our Sales in the U.S.” for details. As a result, without the impact of additional
tariffs, the peers in other countries and regions, such as Southeast Asia, with relatively lower
sales prices, could gain market share and improve their price competitiveness. It is uncertain
whether any further tariff restrictions will be implemented and whether our products sold to the
U.S. will be imposed such additional tariffs. There was no material increase in import tariffs
of the U.S. or European Union on our products during the Track Record Period and up to the
Latest Practicable Date. In addition, according to the U.S. Customs’ statutes and regulations,
third-party logistics solutions providers are generally responsible for the tariff declaration and
other responsibilities associated with the importation and ensures the compliance of our tariff
declaration. If they fail to timely and adequately complete the tariff declaration, we may be
subject to penalties in certain cases, and hence adversely affect our financial condition and
business performance.

Failure of efficient inventory management may have a material and adverse effect on our
business and financial performance.

Our inventories primarily include finished goods. As of December 31, 2021, 2022, 2023
and April 30, 2024, we had inventories net of allowance of RMB1,379.8 million, RMB1,026.6
million, RMB1,045.8 million and RMB1,195.7 million, respectively, and had made provision
for inventories of RMB1,069.8 million, RMB304.8 million, RMB39.5 million and RMB44.8
million as of the same dates, respectively. Our inventory turnover days were 118.5 days, 170.5
days, 101.3 days and 101.0 days in 2021, 2022, 2023 and the four months ended April 30, 2024,
respectively. See “Financial Information — Consolidated Statements of Financial Position —
Current Assets and Liabilities — Inventories.” Our inventory level is subject to various factors
which are beyond our control; failure to forecast consumer demand or any unexpected event
affecting the sales of our products could result in increased inventory obsolescence, a decline
in inventory value or inventory write-downs. There can be no assurance that we will be able
to maintain optimal inventory level, and any such failure may have a material adverse effect
on our business, financial condition and results of operations.
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Our investment in product development and technology may not generate expected
outcomes.

Our future success, in part, depends on our ability to continue to upgrade our existing
products and to develop, design and launch new products, which requires significant human
and capital resources. In 2021, 2022, 2023 and the four months ended April 30, 2023 and 2024,
our research and development expenses were RMB176.8 million, RMB123.7 million,
RMB119.2 million, RMB35.5 million and RMB37.8 million, respectively. We intend to
continue to strengthen our product development capabilities, which can be capital intensive and
time consuming. If we are unable to design, develop, manufacture and market new products
successfully in a timely manner, our business and results of operations may be adversely
affected. If we fail to generate ideal results from our research and development, there may be
a waste of capital and human resources, which may adversely affect our business, results of
operations and financial condition.

We believe that technology will continue to be an important driving force for our business
growth. We have invested, and we intend to continue to invest significantly, in technology,
automation and business intelligence tools, to optimize our operations. This plan mainly is
manifested in various aspects of our business operations. However, technological changes are
rapid, and we may not be able to keep abreast of the latest development; as a result, our
technology systems may become obsolete. There is no guarantee that our investments in
technology initiatives will generate sufficient returns or that they will have the expected effects
on our business operations. If our technology investments do not meet our expectations for the
above or other reasons, our prospects, cash flow and results of operations may be adversely
affected.

Any quality issues related to our products could result in a loss of customers and may
subject us to product liability claims and reputational risks.

Our business operations and brand reputation rely on the consistent product quality. We
have implemented a stringent quality control system to ensure the high standard of our
products. See “Business — Quality Control.” However, the system may not always be
successful in detecting defects or quality issues, especially if they originate from factors
beyond our direct control. We may be subject to product liability claims related to our products.
Such claims could stem from allegations or proof that our products are unsafe or defective. The
failure to detect, prevent, or control defects in our products, as well as the delivery of defective
products to consumers, could adversely affect our business.

If any products sold by us are alleged to be unsafe or defective, we may experience
reduced sales of the relevant products and may have to recall them from the market. During the
Track Record Period and up to the Latest Practicable Date, we had not been subject to any
material product recall, nor had we experienced any material product liability claim.
Nevertheless, we cannot assure that such recalls will not occur, or such claims will not be filed
against us in the future. Any claims made against us could have a material adverse effect on
our reputation, business, financial condition and results of operations. Any product recalls or
any claims against us, regardless of merit, can strain our financial resources, hurt our
reputation and consume the time and attention of our management. If any claims against us are
successful, we may incur liabilities, and our reputation may be severely damaged.
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Any unexpected or prolonged disruption to our warehousing network could adversely
affect our business.

As of April 30, 2024, we operated 27 overseas warehousing facilities, with an aggregate
GFA of over 5.5 million sq.ft. in main port cities in the U.S. (including Los Angeles, Houston,
New Jersey and Chicago) and Europe (mainly Germany). See “Business — Supply Chain
Management — Inventory Management.” In the event that there is any unexpected and
prolonged disruption in the supply of utilities, such as water or electricity, or access to the
premises, such as because of fire, and we cannot restore the affected warehouse, or relocate to
another suitable location promptly with well-equipped facilities, our business operations will
be materially and adversely interrupted, which in turn will affect our results of operations. If
any of our warehouses experiences a material incident or our prevention measures are not
adequately implemented in the future, we may lose the goods stored therein, incur significant
costs and expenses to restore or to relocate such warehouses, or be determined by the relevant
authorities to be in violation of applicable laws and regulations and subject to relevant
administrative penalties. If such an incident causes damages to other third parties, we may also
be required to compensate if we are determined to be partially or fully responsible for such
incident. Under such circumstances, our business, financial condition and results of operations
may be adversely affected.

Furthermore, as all warehouses we operate for providing logistics solutions through
Shenzhen Westernpost are leased, we are exposed to risks in relation to unpredictable and
increasing rental costs and relocation costs. Our landlords could increase the rent or impose
more stringent payment terms when negotiating to renew our leases, which could in turn
adversely affect our profitability and results of operations. We may not be able to successfully
extend or renew such leases upon expiration, on commercially reasonable terms or at all, and
may be forced to relocate our warehouses or offices to other sites. Such relocation may disrupt
our operations and incur significant relocation costs and capital expenditures in relation to the
installation of warehousing facilities and technology systems, and could in turn adversely
affect our financial condition. Further, we cannot assure you that we will be able to relocate
such operations to suitable alternative premises in a timely manner or at all, and failure in
relocating our operations when required could result in disruption to our business operations.
In addition, we compete with other businesses for premises at certain locations or of desirable
size. In the event that we fail to relocate our operations in a timely manner, our financial
position, results of operations and reputation would be adversely affected. We also lease out
some idle warehouse space to third parties. Therefore, we are exposed to risks in relation to
liability for damage or loss of stored goods, challenges in ensuring compliance with applicable
regulations, and the possibility of contractual disputes arising from unclear terms or breaches
of the lease agreement.

If we fail to continue the digitalization of our supply chain management systems or adopt
automated equipment, our business, financial condition and results of operations may be
materially and adversely affected.

We operate in a highly competitive e-commerce landscape where the efficiency and
effectiveness of supply chain management are critical to maintaining our competitiveness. Our
ability to meet customer expectations for prompt delivery and product availability hinges on
the digitalization of our supply chain management systems and the adoption of automated
equipment for our prototyping, logistics and warehousing. Failure to continue the digitalization
journey may lead to inefficiencies in tracking inventory levels as well as delays or inaccuracies
in order fulfillment due to manual handling processes.
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Any failure to comply with the laws and regulations relating to cybersecurity, data
security and personal information protection may subject us to legal or administrative
proceedings, which may materially and adversely affect our reputation and business
operations.

During our daily business operations, we handle personal information, including names,
postal addresses and phone numbers. See “Business — Data Privacy and Protection.”
Accordingly, our business operations are subject to various data security and personal
information protection laws and regulations. The PRC government has enacted a series of laws,
regulations and governmental policies for the protection of cybersecurity, data security and
personal information in the past few years. For instance, on June 10, 2021, the Standing
Committee of the National People’s Congress promulgated the Data Security Law of the PRC
( CPEE NRILFEI BEE 2 2:) ) (the “Data Security Law,” effective since September 1,
2021). The Data Security Law sets out a number of obligations on data security undertaken by
entities and individuals engaged in data-related activities. It also prohibits any individual or
entity in China from providing data stored in China to foreign judicial or law enforcement
authorities without the approval of the competent authorities in China. Besides, the Measures
for the Security Assessment of Cross-border Data Transfer ( CBUPE HH 5 22 25 AN R ) ),
which was promulgated by the Cybersecurity Administration of China (the “CAC”) on July 7,
2022 and became effective on September 1, 2022, stipulates the obligation that before applying
for the security assessment of cross-border data transfer, data handlers shall conduct a
self-assessment of the risks in the outbound data transfer. On November 7, 2016, the Standing
Committee of the National People’s Congress promulgated the Cybersecurity Law of the PRC
( (e NRILFNBI 446 224238 ) |, effective since June 1, 2017), and pursuant to which, the
state is to advance the development of a socialized service system for cybersecurity, and
encourage related businesses and institutions to carry out cybersecurity services such as
certification, testing and risk assessment. According to the Measures for Cybersecurity Review
( (HA#&L2FAHHL) ), which became effective in February 2022, an online platform
operator who possesses personal information of more than one million users must apply to the
authorities for Cybersecurity Review if it intends to go list abroad. On September 30, 2024, the
State Council released the Regulations on the Management of Network Data Security ( {#J%%
BE % 2 HAEH]) ), also known as the Network Data Regulation, which shall come into
force on January 1, 2025. The Network Data Regulation is not only the first at the
administrative regulation level specifically for network data security, but it also serves as a
comprehensive implementing regulation for the compliance requirements set out by the
Cybersecurity Law, Data Security Law, and Personal Information Protection Law. See
“Regulation Overviews — Laws and Regulations Related to Our Business in the PRC —
Regulations on Cyber Security, Data Security and Personal Information Protection.” We may
also become subject to laws and regulations affecting data protection, data privacy or
information security in other jurisdictions such as the General Data Protection Regulation, or
the GDPR, adopted by the European Union that became fully effective on May 25, 2018. The
interpretation and application of these laws or regulations are often uncertain and in flux.

During the Track Record Period and up to the Latest Practicable Date, we have complied
with applicable data security and personal information protection laws and regulations in the
jurisdictions where we operate in all material aspects. See “Business — Data Privacy and
Protection.” Nevertheless, there might be changes from time to time regarding the
interpretation and application of the laws and regulations regarding data privacy and protection
as they are generally complex and evolving. In addition, we may be subject to additional
regulatory requirements regarding data privacy and protection, which may necessitate
adjustments to our data management framework and incur additional costs. Any concerns about
our practices or policies with respect to the collection, use, storage, retention, transfer,
disclosure and other processing of data and cybersecurity could subject us to potential
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liabilities and reputational damage. In addition, the regulatory regime for data protection and
privacy is complex and constantly evolving, which could increase our compliance costs and
operational complexity. Complying with new data laws and regulations could cause us to incur
substantial costs or require us to change our business practices in a manner materially adverse
to our business. Any failure to closely monitor the relevant regulatory development could
subject us to potential liabilities, further materially and adversely affecting our business,
financial condition and results of operations.

We face risks inherent in the B2C export e-commerce logistics solutions market, including
personal injury, goods damage and transportation-related incidents.

We provide efficient logistics solutions globally under the pre-sale stocking model to
customers, primarily sellers on third-party e-commerce platforms, through Shenzhen
Westernpost. Goods in our global warehousing and logistics network may be delayed in transit,
stolen, damaged or lost during storage or delivery for various reasons, and we may be
perceived or found liable for such incidents. In addition, we may fail to screen goods and detect
unsafe or prohibited or restricted items. Unsafe items, such as flammables and explosives,
toxic or corrosive items and radioactive materials, may damage other goods in our global
warehousing and logistics network, harm our personnel and assets, or even injure recipients.
Furthermore, if we fail to prevent prohibited or restricted items from entering into our global
warehousing and logistics network and if we participate in the transportation, storage and
delivery of such items unknowingly, we may be subject to administrative or even criminal
penalties. If any personal injury or property damage occurs, we may also be held liable for civil
compensation.

The delivery of goods also involves inherent risks. Our transportation process involves
vehicles and personnel in transportation, which are therefore subject to risks associated with
transportation safety, and the insurance maintained by us may not fully cover the liabilities
caused by transportation related injuries or loss. From time to time, such vehicles and
personnel may be involved in traffic accidents, and the goods carried by them may be lost or
damaged. In addition, tensions or disputes may occasionally arise from the direct interactions
between such personnel and between goods deliverymen and recipients. Personal injuries or
property damages may arise if such incidents occur.

Furthermore, as part of our logistics solutions, we offer overseas warehousing services to
our customers through our self-operated and partnered warehouses. Our continued growth
depends in part on our ability to profitably operate our warehouses. As of April 30, 2024, under
Shenzhen Westernpost, we operated 27 overseas warehousing facilities, with an aggregate GFA
of over 5.5 million sq.ft. in main port cities in the U.S. (including Los Angeles, Houston, New
Jersey and Chicago) and Europe (mainly Germany). If we experience any disruption to the
operation of and fail to effectively utilize our warehouses, we may incur losses which could
materially and adversely affect our business, financial condition and results of operations.

Any of the foregoing could disrupt the offering of our logistics solutions, cause us to incur
substantial expenses and divert the time and attention of our management. We may face claims
and incur significant liabilities if found liable or partially liable for any injuries, damages or
losses. Claims against us may exceed the amount of our insurance coverage or may not be
covered by insurance at all. Any uninsured or underinsured loss could harm our business and
financial condition. These proceedings or actions may subject us to significant penalties and
negative publicity, reducing demand for our solutions, increasing our costs and severely
disrupting our business. Governmental authorities may also impose significant fines on us or
require us to adopt costly preventive measures, which may materially and adversely affect our
business, financial condition and results of operations.
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Misconduct, non-compliance and omissions by our employees or third parties could harm
our business and reputation.

Misconduct and omissions by our employees could subject us to liability or negative
publicity; there can be no assurance that our employees will not engage in misconducts or
omissions that could materially and adversely affect our business, financial condition and
results of operations. See “Business — Marketing and Promotion — The Amazon Incident.”

In addition, misconduct and omissions by our business partners, including our various
suppliers, offline distributors and service providers, as well as other third parties who have
entered business relationships with our business partners, could subject us to liability or
negative publicity. Although we have strict standards to choose our business partners, we
cannot rule out the possibility of incurring liabilities or suffering losses due to any
non-compliance by third parties, who may be subject to regulatory penalties or punishments
because of their regulatory compliance failures, which may, directly or indirectly, affect our
business. We cannot be certain whether such third-party has infringed or will infringe any other
parties’ legal rights or violate any regulatory requirements. We cannot assure you that we will
be able to identify irregularities or non-compliances in the business practices of our business
partners or other third parties, or that such irregularities or non-compliance will be corrected
in a prompt and proper manner. The legal liabilities and regulatory actions on our business
partners or other third parties involved in our business may affect our business activities and
reputation, which may in turn affect our results of operations.

If we are unable to obtain, maintain and protect our intellectual property rights or
prevent third parties from any infringement of our intellectual property rights, our ability
to compete could be materially and adversely affected.

Our business relies significantly on our ability to protect and defend our intellectual
property rights. As of the Latest Practicable Date, we had 126 registered trademarks, 202
patents and 172 software copyrights in the PRC. As of the same date, we had 1,453 registered
trademarks and 428 patents overseas. As of the same date, we had a total of 368 domain names,
including 13 registered in the PRC. See “Business — Intellectual Property.” However, the
protection of intellectual property rights is subject to various risks. We may not be able to file
and prosecute all necessary or desired patent applications within a reasonable cost or
timeframe. Failure to identify patentable aspects of our product development output in a timely
manner could result in the loss of patent protection and allow competitors to develop and
commercialize similar products, which could significantly impact our major products,
technologies and overall business. In addition, we may not be able to prevent third parties from
infringing upon or misappropriating our intellectual property rights. Such infringement or
misappropriation could lead to significant legal costs and divert management’s attention from
our business operations.

We may be subject to claims by third parties for intellectual property infringement or
other allegations.

We cannot assure you that our business practices do not and will not infringe,
misappropriate or otherwise violate any patents, trademarks, copyrights, trade secrets and other
proprietary rights of third parties. Due to the similarity of certain design elements and our
diversified product portfolio, we may, from time to time, be involved in IP disputes where third
parties claim our products infringe their IP rights, which we believe is in line with the industry
norms. Intellectual property litigation is usually complex and the results of intellectual
property litigation are unpredictable. As we gain greater visibility and market exposure as a
public company in the future, we may also be at greater risk of being the subject of intellectual
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property litigation. Third parties may claim that our products or activities infringe,
misappropriate or otherwise violate their patents, trademarks, copyrights, trade secrets or other
proprietary rights. Defending against these allegations and lawsuits could be costly, take a
significant amount of time, distract management from our business operations and delay our
product launch. In addition, if we are found to be liable for any infringement, misappropriation
or other violation of a third party’s patents, trademarks, copyrights, trade secrets or other
proprietary rights, we may be required to pay substantial damages or be subject to orders,
judgments or administrative penalties that prohibit us from selling certain products or impose
other liabilities on us. Any allegation of infringement of the intellectual property rights of
others, even if unfounded, could damage our reputation and tarnish our brand image. In
addition, our use of the disputed intellectual properties may be restricted, which could
materially and adversely affect our operations.

Increasing focus with respect to environmental, social and corporate governance matters
may impose additional costs on us or expose us to additional risks. Failure to comply with
the laws and regulations on environmental, social and corporate governance matters, and
failure to achieve or potential modification or discontinuation of certain or all
environmental, social and corporate governance targets and/or plans, may subject us to
penalties and/or adversely affect our business, financial condition and results of
operations.

Relevant regulatory authorities and public advocacy groups have been increasingly
focused on environmental, social and corporate governance (“ESG”)-related issues in recent
years, making our business more sensitive to ESG-related issues and changes in governmental
policies and laws and regulations associated with environment protection and other ESG-
related matters. Investor advocacy groups, certain institutional investors, investment funds and
other influential investors have also been increasingly focused on ESG practices and in recent
years have placed increasing importance on the implications and social cost of their
investments. Regardless of the industry, increased focus from investors and relevant regulatory
authorities on ESG and similar matters may hinder access to capital, as investors may decide
to reallocate capital or to not commit capital as a result of their assessment of the ESG practices
of the target companies. Any ESG concern or issue could also increase our regulatory
compliance costs.

If we do not adapt to or comply with the evolving expectations and standards on ESG
matters from investors and relevant regulatory authorities or are perceived to have not
responded appropriately to the growing concern for ESG-related issues, regardless of whether
there is a legal requirement to do so, we may suffer from reputational damage and the business,
financial condition and the price of our Shares could be materially and adversely affected.
Furthermore, to promote environmental responsibility and reduce our environmental footprint,
we have established certain environmental targets and plans that are aligned with our overall
business strategy and objectives. See “Business — Environmental, Social and Governance.”
Failure to achieve or potential modification or discontinuation of certain or all such ESG
targets and/or plans may also adversely affect our corporate image, which could in turn result
in adverse impacts on our business, financial condition and results of operations.
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Failure to maintain effective pricing strategies and any downward changes in the prices
of our products may have a material adverse effect on our business and results of
operations.

Demand for our products is generally sensitive to price. Our approach to pricing our
products has had, and may continue to have, a significant impact on our revenue and profit
margin. In addition, our competitors’ pricing strategies are beyond our control and could
significantly affect the results of our pricing strategies. If we fail to meet our customers’ price
expectations, or if we are unable to compete effectively with our competitors when they engage
in aggressive pricing strategies and could not effectively adjust our cost structure due to
potential downward changes in the prices of our products, it could have a material adverse
effect on our business, financial condition and results of operations. In addition, adopting an
aggressive pricing strategy to gain or maintain market shares may harm our profitability and
sustainability.

During the Track Record Period, we have experienced negative cash flow from operating
activities, which may limit our operational flexibility, adversely impact our financial
condition and hinder our ability to expand the business.

We recorded net cash used in operating activities of RMB1,192.6 million in 2021. We
cannot assure you of the generation of positive cash flows from operating activities in the
future. Our ability to secure additional capital in the future is uncertain and depends on various
factors, including our prospective business expansion, financial status, operational outcomes,
general market conditions for financing within our industry and macroeconomic conditions
both in China and internationally. A failure to secure necessary capital in a timely manner and
on reasonable terms, or at all, may significantly impede our growth strategies, and materially
and adversely affect our business, financial condition and future prospects.

We are exposed to credit risks related to our trade receivables.

We are exposed to credit risks related to delay in payment of our customers. Our trade
receivables represent the amounts due from our customers for the products sold or services
performed in our ordinary course of business. As of December 31, 2021, 2022, 2023 and April
30, 2024, our trade receivables were RMB468.7 million, RMB467.5 million, RMB&07.5
million and RMB676.0 million, respectively. As of December 31, 2021, 2022, 2023 and April
30, 2024, we had allowance of credit losses of RMB47.7 million, RMB33.8 million, RMB68.9
million and RMB69.3 million, respectively. We decide trading terms with our customers on a
case-by-case basis. We normally grant a credit period of 10 to 90 days. Trade receivables are
generally settled in accordance with the terms of the respective contracts. In 2021, 2023 and
the four months ended April 30, 2024, we had impairment losses on trade receivables of
RMB30.6 million, RMB38.5 million and RMB1.2 million, respectively. In 2022, we reversed
impairment losses on trade receivables of RMB9.9 million. We cannot assure you that we will
be able to collect our trade receivables from our customers in full, or at all, in the future,
despite our efforts to conduct credit assessments on them. Therefore, we are exposed to risks
that our customers might not meet their contractual obligations to us; if we fail to receive
payments from our customers on a timely basis, our liquidity and financial condition could be
materially and adversely affected. In addition, we cannot assure you that we will be able to
collect our trade receivables from third-party e-commerce platforms in full, or at all, in the
future, despite our efforts to conduct credit assessments on them.
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We are subject to risks and uncertainties associated with our investments.

We have invested in associated companies and may continue to do so in the future. The
performance of our associates has affected, and will continue to affect, our results of operations
and financial position. Our investments in these companies are recorded as investments
accounted for using the equity method, which amounted to RMB102.9 million, RMB97.8
million, RMB75.0 million and RMB73.9 million as of December 31, 2021, 2022, 2023 and
April 30, 2024, respectively. We had share of losses of investments accounted for using the
equity method of RMB11.1 million and RMB7.3 million in 2021 and 2022, respectively, while
in 2023, we had share of profits of investments accounted for using the equity method of
RMB4.9 million. We had share of losses of investments accounted for using the equity method
of RMB1.0 million in the four months ended April 30, 2024. Our investments in associates and
results of operations might be affected by the share of results of associates. If the share of
profits of these associates were to fluctuate, our results of operations may be adversely
affected.

Meanwhile, our investments in associates are subject to liquidity risk if no dividend is
declared by associates. Our ability to realize our anticipated investment returns will depend on
the associates’ ability to pay dividends or complete [REDACTED] or trade sale, which in turn
relies on, among other things, the business and financial performance of our associates. There
is no assurance that our invested associates will declare or pay any dividends. Even if we
recognize share of profits of these associates under equity reporting method, our investment
would not generate any cash flow for us unless our investees declare and pay dividends to us.

Furthermore, investment in associates are not as liquid as other investment products, as
our ability to promptly sell our interests in one or more of our associates is limited due to
changing economic, financial and investment conditions, which are beyond our control. We
also cannot predict the length of time needed to find a purchaser and to complete the relevant
transaction. Therefore, the illiquidity nature of our investment in associates may significantly
limit our ability to respond to adverse changes in the performance of our associates. As a result,
we may not be able to realize the anticipated economic and other benefits from our associates.

We may continue to make investments in the future. Any future investment may entail
numerous risks, such as increased cash requirements and additional indebtedness or contingent
or unforeseen liabilities.

We are subject to foreign exchange risks; fluctuations in exchange rates could have a
material and adverse effect on our financial condition and results of operations.

Change in exchange rates may materially and adversely affect our financial condition and
results of operations. Since we operate in overseas countries and a portion of our revenue is
denominated in currencies other than Renminbi, while our cost of sales and operating costs and
expenses are predominantly denominated in Renminbi, our margins may be pressured when
Renminbi appreciates against other currencies. During the Track Record Period, we had net
foreign exchange gains of RMB23.2 million in 2021, losses of RMB21.7 million in 2022, gains
of RMB14.3 million in 2023, gains of RMB4.9 million in the four months ended April 30, 2023
and gains of RMB25.4 million in the four months ended April 30, 2024 due to the foreign
exchange rate fluctuations in connection with our outstanding trade and other receivables as
well as trade and other payables denominated in foreign currencies.
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During the Track Record Period, our expenditures were predominantly denominated in
Renminbi, while the net [REDACTED] from the [REDACTED] will be in Hong Kong dollar.
Fluctuations in the exchange rate between the Renminbi and the Hong Kong dollar will affect
the relative purchasing power in Renminbi in terms of the [REDACTED] from the
[REDACTED]. 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 PRC subsidiaries.

Fluctuations in exchange rates between the Renminbi and other currencies may be
affected by, among other things, changes in political and economic conditions and
developments. Although we seek to manage our currency risks to minimize any negative effects
caused by exchange rate fluctuations, there can be no assurance that we will be able to do so
successfully.

If our suppliers stop granting us favorable credit terms or shorten the credit terms
granted to us, our liquidity condition may be materially and adversely affected.

We experienced fluctuations in our trade and other payables and turnover days during the
Track Record Period. As of December 31, 2021, 2022, 2023 and April 30, 2024, our current
trade and other payables amounted to RMBI1,231.9 million, RMB1,049.3 million,
RMB1,159.0 million and RMBI1,105.5 million, respectively, representing approximately
49.8%, 47.6%, 64.3% and 56.2% of our total current liabilities, respectively, as of the same
date. We are generally granted a credit period of up to three months by our suppliers on
purchases of goods. Our trade and bill payables turnover days amounted to 80.0 days, 80.8
days, 62.2 days and 66.5 days in 2021, 2022, 2023 and the four months ended April 30, 2024,
respectively. We cannot assure you that we will continue to successfully negotiate and obtain
favorable credit terms from our suppliers, as the credit terms granted by suppliers may be
influenced by a number of factors that are beyond our control, such as the financial
performance and position of our suppliers, the raw material prices and general economic
conditions. In addition, there is no guarantee that we can maintain our amicable business
relationship with our suppliers in the future. If our suppliers shorten the credit period granted
to us, our liquidity condition may be materially and adversely affected.

We may not be successful in implementing our expansion strategies.

We intend to promote our key brand strategy and expand online and offline sales
channels, which could be time-consuming and may incur significant costs. We also intend to
continue upgrading our self-operated websites to enhance product presence and brand
reputation. See “Business — Our Strategies.” The successful expansion into new sales channels
depends on multiple factors, including comprehensive market research, channel compatibility
with our brand and product image, adequate resource allocation, technological capabilities for
integration and adaptation, efficient supply chain management, building strong partnerships
and relationships, regulatory compliance, awareness of the competitive landscape and effective
risk management. We cannot assure you that our expansion strategies can be successfully
implemented. Failure to implement our expansion strategies successfully could have a material
adverse impact on our business, financial condition and results of operations.

In addition, we may invest in or acquire companies that may generate synergies with our
existing capacities, such as potential suppliers and international logistics solutions providers,
and we may also invest in or acquire furniture and home furnishing companies that have strong
sales channel presences to further increase our market share and enhance brand equity. See
“Business — Our Strategies.” The cost of identifying and completing investments and
acquisitions can be high and there is no guarantee that we will be able to identify suitable
candidates for acquisitions, become successful bidders, complete acquisitions on favorable
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terms, or have the funds to carry out the ideal acquisitions. These transactions may also incur
a significant increase in our interest expense, leverage and debt service requirements if we
incur additional debt to pay for an acquisition or investment, issue common stock that would
dilute our current shareholders’ percentage ownership, or incur asset write-offs and
restructuring costs and other related expenses. Acquisitions and strategic investments involve
numerous other risks, including potential exposure to unknown liabilities of acquired or
investee companies. No assurance can be given that our acquisitions and other strategic
investments will be successful and will not materially adversely affect our business, financial
condition or results of operations.

Our sales and marketing activities may not be effective.

Our sales and marketing activities are important to enhance our brand recognition and
enlarge our consumer base. We use various approaches to promote our products, including (i)
placing advertisements on third-party e-commerce platforms that we partner with; and (ii)
utilizing other offsite online channels such as social media and search engine. See “Business
— Marketing and Promotion.” Our marketing and advertising expenses amounted to
RMB715.8 million, RMB488.1 million, RMB568.1 million, RMB166.4 million and RMB198.2
million in 2021, 2022, 2023 and the four months ended April 30, 2023 and 2024, respectively,
representing 7.9%, 6.9%, 6.5%, 6.9% and 7.0%, respectively, of our total revenue for the same
years/periods. Our sales and marketing activities may become increasingly costly, and may not
yield economically meaningful results. We cannot assure you that our efforts in sales and
marketing activities will always be effective, or that we are able to cost-effectively manage our
marketing and advertising expenses. Any of the foregoing risks could materially and adversely
affect our business, financial condition and results of operations.

Any negative publicity relating to us, our brands, our management, our business partners
or the industry in which we operate could materially and adversely affect our business,
financial condition and results of operations.

Any negative publicity involving us, our brands, our management, our business partners
or the industry in which we operate, whether meritless or not, could materially and adversely
harm our reputation and perception of our businesses. We may from time to time be subject to
such negative publicity, and we may not be able to effectively defuse such negative publicity
and may be required to initiate or engage in defensive media campaigns and legal actions that
could increase our marketing or legal expenses and divert our management’s attention, further
materially and adversely affecting our business, financial condition and results of operations.

Our business depends on the continuing efforts of our key personnel performing vital
functions. If we are not able to attract or retain qualified personnel, our business,
financial condition and results of operations may be materially and adversely affected.

Our business operations depend on the continuing efforts of our management, particularly
the members of our senior management team. See “Directors, Supervisors and Senior
Management.” If one or more members of our management are unable or unwilling to continue
their employment with us, we may not be able to replace them in a timely manner, or at all.
We may incur additional expenses to recruit and retain qualified replacements. In addition, our
management may join a competitor or form a competing company. We can provide no
assurance that we will be able to successfully enforce our contractual rights included in
employment agreements with our management. As a result, our business may suffer the loss of
services of one or more members of our management, and our business, financial condition and
results of operations may be materially and adversely affected.
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Any failure to obtain and maintain the approvals, licenses and permits required for our
operations may materially and adversely affect our business, financial condition and
results of operations.

Our business requires us to obtain and renew, from time to time, a multitude of approvals,
licenses and permits. See “Regulatory Overview.” If we fail to obtain, maintain or renew any
necessary approval, license or permit for our operations in a timely manner or at all, or if the
scope of our operations exceeds the scope permitted under the applicable approvals, licenses
and permits, we may be subject to fines, penalties or suspension of operations or even
revocation of operating licenses, and our business, financial condition and results of operations
may be materially and adversely affected.

Our historical results of operations may not be indicative of our future performance.

We had net loss of RMB589.9 million in 2021, and we had net profit of RMB223.2
million, RMB520.1 million, RMB96.5 million and RMB189.3 million in 2022, 2023 and the
four months ended April 30, 2023 and 2024, respectively. See “Financial Information —
Description of Major Components of Our Results of Operations.” Our future growth and
profitability are affected by a number of factors, such as our ability to develop new products,
our ability to successfully implement our business development strategies in a cost-effective
manner and our ability to effectively manage our costs and expenses and continuously improve
operational efficiency. Accordingly, you should not rely on the revenues of any prior period as
an indication of our future performance. We may also incur unforeseen expenses, or encounter
difficulties, complications or delays in deriving revenue or achieving profitability. If we are
unable to generate adequate revenues and manage our expenses, we may continue to incur
significant losses and have accumulated losses in the future and may not be able to achieve or
subsequently maintain profitability.

We may from time to time become a party to litigation, other legal and contractual
disputes, claims and administrative proceedings that may materially and adversely affect
our business and reputation.

We may from time to time be subject to various litigation, legal or contractual disputes,
claims or administrative proceedings in the ordinary course of our business, including, but not
limited to, various disputes with or claims from our suppliers, customers, consumers, business
partners and other third parties. Ongoing or threatened litigation, legal or contractual disputes,
claims or administrative proceedings may divert our management’s attention and other
resources. Furthermore, any litigation, legal or contractual disputes, claims or administrative
proceedings which are initially not of material importance may escalate and become important
to us, due to a variety of factors such as the subject matter of the disputes, the likelihood of
loss, the monetary amount at stake and the parties involved. If any adverse verdict, judgment
or award is rendered against us or if we settle with any third parties, we may be required to
pay significant monetary damages or assume other liabilities. In addition, negative publicity
arising from litigation, legal or contractual disputes, claims or administrative proceedings may
damage our reputation and adversely affect the image of our brands and products, which may
further materially and adversely affect our business.
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We may be subject to additional contributions of social insurance premium and housing
provident funds, and late payments and fines imposed by relevant governmental
authorities.

According to relevant PRC laws and regulations, we are required to make social insurance
premium payments and contributions to housing provident funds for our employees. We failed
to make full contributions to the social insurance and housing provident funds in the full
amount for certain employees. As advised by our PRC Legal Advisor, as for social insurance,
the relevant PRC authorities could order us to pay, within a prescribed time limit, the
outstanding amount with an additional late payment penalty at the daily rate of 0.05%, and if
we fail to make the overdue contributions within such time limit, a fine equal to one to three
times the outstanding amount may be imposed. In case we are overdue in the payment and
deposit of, or underpay the housing provident fund, the authority could order us to make the
payment and deposit within a prescribed time limit, and where the payment and deposit has not
been made after the expiration of the time limit, an application may be made to a court in China
for compulsory enforcement. As of the Latest Practicable Date, we had not received any
material complaint from our employees. As advised by our PRC Legal Advisor, based on their
interview with the competent authority, assuming that there is no material change to current
PRC laws and regulations and the practice in policy implementation and inspection of local
governments, the likelihood that we will be subject to make additional contributions, overdue
payments or be fined in relation to the aforementioned fact is remote.

Failure to comply with laws and regulations regarding certain of our owned or leased
properties may adversely affect our business, financial condition and results of
operations.

We have owned and leased properties in connection with our business operations. Certain
properties we owned or leased have title, inconsistent usage or other defects. As a result, there
can be no assurance that we will not be subject to any punishment, challenges, lawsuits or other
actions taken against us with respect to these properties.

As of the Latest Practicable Date, (i) one of our owned properties with a GFA of
approximately 26,038 sq.m. was mainly used as warehousing facilities and partially used as
offices and other supporting facilities, the usage of which was inconsistent with the permitted
usage registered on the real estate ownership certificate for warehousing only. As advised by
our PRC Legal Advisor, the competent authorities may impose fines on us or require us to
rectify. If the relevant authorities require us to rectify and we fail to do so within the prescribed
time period, we may face the risks of ceasing the use of offices and other supporting facilities
on the relevant property and relocate, which will result in additional cost and distraction of our
management’s attention. Our PRC Legal Advisor has interviewed the competent authority, and
received the verbal confirmation that the relevant property could be used as warehousing
facilities and partially used as offices and other supporting facilities and will not impose any
penalty on us. As advised by our PRC Legal Advisor, based on their interview with the
competent authority, the risks of us being fined by the relevant competent authorities or not
able to continue the usage of the property is relatively low; and (ii) we have not started
construction for one of our owned properties with a land area of approximately 6,244 sq.m. in
accordance with the relevant land use right grant contract. As advised by our PRC Legal
Advisor, the competent authority may warn or impose fines on us if the commencement of
development exceeds the agreed start date by no more than one year, may request us to pay land
idle expenses if the commencement of development exceeds one year beyond the agreed start
date, and may reclaim the land use rights without compensation to us if commencement of
development exceeds two years. We plan to commence development in the second half of 2024,
which is within one year beyond the agreed start date, or we will obtain the approval for a
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further extension of commencing development. As advised by our PRC Legal Advisor, based
on the relevant regulation, we are allowed to apply for the extension of commencing
development. As advised by our PRC Legal Advisor, based on their interview with the
competent authority and the fact that we could commence development in the second half of
2024, the risks of us being fined by competent authority or the competent authority reclaiming
the land use rights is low.

Furthermore, certain of our leased properties for office and warehousing use have title
defects due to various reasons. For example, the usage of some of our leased properties was
inconsistent with the permitted usage registered on the real estate ownership certificates, and
some lessors have not provided us with evidence of proper legal title to the leased properties.
In each inconsistent usage case, we may be subject to a fine ranging from RMB 100 to RMB500
per sq.m., and in each title defects case, we may face challenges by third parties or relevant
authorities, such that our leases may be deemed invalid or unenforceable, and we may be
forced to vacate from these leased properties and incur additional costs. Furthermore, as of the
Latest Practicable Date, we did not complete registration procedures with respect to some
leases. As advised by our PRC Legal Advisor, failure to complete the registration and filing of
lease agreements will not affect the validity of such leases or result in our being required to
vacate the leased properties; however, if we or the lessors fail to register such lease agreements
for our leased buildings as required, we may be subject to a fine of RMB1,000 to RMB10,000
for each of the unregistered lease agreements.

Our business, financial condition and results of operations could be negatively affected
if we are imposed any fines which are not indemnified by the Single Largest Shareholders
Group or incur extra cost for relocation due to the above matters.

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

Under the laws and regulations in China and Hong Kong, arrangements and transactions
among related parties may be subject to audit or challenge by the relevant tax authorities.
During the Track Record Period, we carried out our operations mainly in Mainland China,
Hong Kong, Singapore, the U.S. and Germany. See “Regulatory Overview” and “Business —
Intra-group Transactions.” We could face material and adverse tax consequences if the relevant
tax authorities determine that certain intra-group transactions of ours do not represent arm’s
length negotiations and consequently adjust any of those entities’ income in the form of a
transfer pricing adjustment. A transfer pricing adjustment could, among other things, increase
our tax liabilities. If we fail to rectify such incident within the limited timeframe required by
the relevant tax authorities, the relevant tax authorities may impose late payment interest or
surcharge and other penalties on us for any unpaid taxes. In addition, a transfer pricing
arrangement may give rise to tax recoverable in certain jurisdictions as a result of tax
adjustments. There is no assurance that we could successfully recover the tax recoverable from
the relevant tax authorities. Our business, financial condition and results of operations may
therefore be materially and adversely affected.

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

Our success depends on our ability to effectively utilize our standardized management
systems, information systems, resources and internal controls. As we continue to expand, we
will need to modify and improve our financial and managerial controls, reporting systems and
procedures and other internal controls and compliance procedures to meet our evolving
business needs. If we are unable to improve our internal controls, systems and procedures, they
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may become ineffective and adversely affect our ability to manage our business and cause
errors or information lapses that affect our business. Our efforts in improving our internal
control systems may not result in eliminating all risks. If we are not successful in discovering
and eliminating weaknesses in our internal controls, our ability to effectively manage our
business may be affected.

Our insurance coverage may be insufficient to cover all of our potential losses.

We maintain insurance coverage over our daily operations. We cannot assure you that our
insurances will provide adequate coverage for all the risks in connection with our business
operations. If we were to incur substantial losses and liabilities that are not covered by our
insurance policies, we may be required to bear our losses to the extent that our insurance
coverage is insufficient. As a result, we could suffer significant costs and diversion of our
resources, which could have a material and adverse effect on our business, financial condition
and results of operations.

Any significant reduction in our profitability would materially impair our ability to
recover deferred tax assets, resulting in a substantial adverse impact on our operational
results.

Deferred tax assets are typically recognized for all deductible temporary differences,
provided it is likely that there will be sufficient taxable profits available to utilize those
differences. As of December 31, 2021, 2022, 2023 and the four months ended April 30, 2024,
our deferred tax assets amounted to RMB385.7 million, RMB395.9 million, RMB296.9 million
and RMB261.4 million, respectively. The recognition of deferred tax assets requires our
management’s judgment and estimates regarding the timing and amount of future taxable
profits. Any deviation from initial estimates can affect the recognition of deferred tax assets
and tax charges in the period the estimate is revised. If it becomes improbable that enough
taxable profits will be available, the carrying amount of deferred tax assets may be reduced.
Consequently, if our future profitability significantly falls short of our management’s estimates
made at the time of recognizing deferred tax assets, our ability to recover these assets could
be compromised, potentially leading to a material adverse effect on our operational results.

Our operational results, financial condition and future outlook may vary due to changes
in the fair value of our financial assets at fair value through profit or loss (FVTPL) and
equity instruments at FVTOCI. This variability is attributed to the inherent uncertainty
in accounting estimates during fair value measurements and the use of significant
unobservable inputs in valuation techniques.

During the Track Record Period, our financial assets at FVTPL primarily represented
structured deposits and foreign exchange forwards. As of December 31, 2021, 2022, 2023 and
April 30, 2024, such financial assets at FVTPL amounted to RMB199.1 million, RMB79.1
million, RMB19.1 million and RMB9.1 million, respectively. Our equity instruments at
FVTOCI include listed equity securities, which represent ordinary shares of an entity listed in
the PRC and unlisted equity investments in private entities established in the PRC. As of
December 31, 2021, 2022, 2023 and April 30, 2024, our equity instruments at FVTOCI
amounted to RMB243.0 million, RMB185.7 million, RMB198.2 million and RMB100.2
million.
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In valuing these financial assets and equity instruments, we employ significant
unobservable inputs such as discount rates, risk-free interest rates, and volatility. Fluctuations
in the fair value of these instruments can substantially impact our financial standing and
performance. Such valuations necessitate considerable estimates that are subject to change,
introducing a degree of uncertainty. External factors, including economic conditions, market
interest rate shifts, and capital market stability, which are beyond our control, can significantly
influence these estimates. Any divergence from our estimates to actual outcomes could
materially and negatively affect our financial results.

Force majeure events, natural disasters, public health incidents, acts of war, terrorism or
other factors beyond our control may materially and adversely affect our business,
financial condition and results of operations.

Force majeure events, natural disasters, public health incidents, acts of war, terrorism or
other factors beyond our control could adversely affect the economies, infrastructure and lives
of people in the regions in which we operate. Our operations may be subject to the threat of
floods, earthquakes, dust storms, snowstorms, fires or droughts, power, water or fuel shortages,
malfunctions, breakdowns and failures of information management systems, unexpected
maintenance or technical problems, or be vulnerable to potential war or terrorist attacks.
Severe natural disasters could result in loss of life, injury, destruction of assets and disruption
of our business and operations. Acts of war or terrorism could also injure our employees, cause
loss of life, disrupt our business operations and impair our markets. Any of these factors, as
well as other factors beyond our control, could materially and adversely affect the overall
business sentiment and environment, lead to uncertainty in the regions in which we operate,
cause our business to suffer losses that we cannot predict, and have a material and adverse
effect on our business, financial condition and results of operations.

Our information technology systems may experience system failures, interruptions or
security breaches.

Our business operations rely on our information technology systems for various
functions. These systems are critical for maintaining operational efficiency, data accuracy and
timely decision-making. However, our information technology systems are subject to various
risks, including system failures, data inaccuracies, cyber-attacks, data breaches and other
security incidents. Any such event could disrupt our operations, compromise our data, and
result in significant remediation costs, legal liabilities and reputational damage. Furthermore,
our information technology systems need to be regularly updated and upgraded to keep pace
with technological advancements and changing business needs. These updates and upgrades
require significant investment and may cause system disruptions or compatibility issues.

RISKS RELATING TO DOING BUSINESS IN THE COUNTRIES AND REGIONS
WHERE WE OPERATE

Our offshore subsidiaries may be deemed to be a PRC tax resident enterprise.

Under The Enterprise Income Tax Law of the PRC ( {*# A\ RILFIEAZEEBIE) )
(the “EIT Law”) and the Regulation on the Implementation of the Enterprise Income Tax Law
of China ( (/¥ A R IAN B A 2L r i3 BiTE EMEMR 1) ), enterprises established under the laws
of jurisdictions outside of China with “de facto management bodies” located in China may be
considered PRC tax resident enterprises for tax purposes and may be subject to the PRC
enterprise income tax at the rate of 25% on their global income. In addition, the Notice
Regarding the Determination of Chinese-Controlled Offshore Incorporated Enterprises as PRC
Tax Resident Enterprises on the Basis of De Facto Management Bodies ( B Z B 48 5 B i
SEEAN T o P R A S AR B PR B AR M G 5 i R AR SE A BRI RT3 A1) ), or Circular
82, specifies that certain Chinese-controlled offshore incorporated enterprises, defined as
enterprises incorporated under the laws of foreign countries or territories and that have PRC
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enterprises or enterprise groups as their primary controlling shareholders, will be classified as
resident enterprises if all of the following conditions are met: (i) senior management personnel
and departments that are responsible for daily production, operation and management are
located mainly within China; (ii) financial and personnel decisions are subject to determination
or approval by bodies or persons in China; (iii) key properties, accounting books, company seal
and minutes of board meetings and shareholders’ meetings are located or kept within China;
and (iv) at least half of the directors with voting rights or senior management reside within
China. The State Administration of Taxation of the PRC, or SAT, has subsequently provided
further guidance on the implementation of Circular 82.

Although most of our offshore subsidiaries have substantive business operations in the
countries or regions where they are located, as our Company is a PRC enterprise, our offshore
subsidiaries may be questioned by the competent regulatory authorities, and if our offshore
subsidiaries are deemed PRC resident enterprises, they could be subject to the EIT at 25% on
their global income, except that the dividends they receive from our PRC subsidiaries, if any,
may be exempt from the EIT to the extent such dividend income constitutes “dividends
received by a PRC resident enterprise from its directly invested entity that is also a PRC
resident enterprise.” Nonetheless, it remains subject to future interpretation as to what type of
enterprise would be deemed a “PRC resident enterprise” for such purposes. The EIT on our
subsidiaries’ global income could significantly increase our tax burden and affect our cash
flows and profitability.

Any downturn in regional or global economy and inflation could affect our business,
results of operations and financial condition.

The growth of the regional and global economy has slowed in recent years. It remains
uncertain whether, and for how long, the regional and global economic downturn will persist.
There are considerable uncertainties over the long-term effects of the monetary and fiscal
policies adopted by the central banks and financial authorities of some of the world’s leading
economies. There have been concerns over the Russia-Ukraine war, as well as unrest and
terrorist threats in certain countries and regions, which have resulted in volatility in oil and
other markets. Regional economic conditions are sensitive to global economic conditions,
changes in domestic economic and political policies as well as the expected overall economic
growth rate.

It is unclear whether these challenges and uncertainties will be effectively managed or
resolved and what effects they may have on the global political and economic conditions in the
long term. Any economic downturn or slowdown or negative business sentiment could have an
indirect potential impact on our industry. In addition, continued turbulence in the international
markets may adversely affect our ability to access capital markets to meet liquidity needs. As
a result, our business operations and financial performance may be adversely affected.

Changes in the economic, political and social conditions as well as government policies in
the countries and regions where we operate could adversely affect our business and
prospects.

A substantial part of our assets and operations are located in China. In addition, we
operate our business in a number of other geographic markets including the ones in the U.S.
and Europe. Accordingly, our business, financial condition and results of operations could also
be influenced by political, economic and social conditions in these markets. Economic growth
in each of our geographic markets has been uneven, both geographically and among various
sectors within any one of the relevant economies. Any economic downturn, whether actual or
perceived, further decrease in economic growth rates or an otherwise uncertain economic
outlook in our geographic markets or any other market in which we may operate could affect
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our business, financial condition and results of operations. Changes in the economic or
political environment could increase our costs, increase our exposure to legal and business
risks, disrupt our operations and affect our results of operations.

The development of the legal systems of certain countries or region where we operate can
have an impact on our business.

Legal systems of the geographic markets where we operate vary significantly from
jurisdiction to jurisdiction. Some jurisdictions have a civil law system based on written
statutes, and others are based on common law. Unlike the common law system, prior court
decisions under the civil law system may be cited for reference but have limited precedential
value.

We are subject to variation embedded in the legal systems of some geographic markets
where we operate. Laws and regulations that are recently enacted may not sufficiently cover
all aspects of economic activities in such markets. In particular, the interpretation and
enforcement of these laws and regulations are subject to future implementations, and the
application of some of these laws and regulations to our businesses is not settled. Since local
administrative and court authorities are authorized to interpret and implement statutory
provisions and contractual terms, it may be difficult to evaluate the outcome of administrative
and court proceedings and the level of legal protection we have in many of the geographic
markets where we operate. Local courts may have discretion to reject enforcement of foreign
awards or arbitration awards. These elements may affect our judgment on the relevance of legal
requirements and our ability to enforce our contractual rights or claims. In addition, unmerited
or frivolous legal actions, claims concerning the conduct of third parties, or threats may
attempt to extract payments or benefits from us.

Furthermore, many of the legal systems in the geographic markets where we operate are
based in part on their respective government policies and internal rules, some of which are not
published on a timely basis or at all. There are other circumstances where key regulatory
definitions are unclear, imprecise or missing, or where interpretations that are adopted by
regulators are inconsistent with interpretations adopted by a court in analogous cases. As a
result, we may not be aware of our violation of certain policies or rules until sometime after
the violation. In addition, administrative and court proceedings in certain of our geographic
markets may be protracted, resulting in substantial costs and diversion of resources and
management attention.

It is possible that a number of laws and regulations may be adopted or construed to apply
to us in our geographic markets and elsewhere that could affect our businesses and operations.
Scrutiny and regulation of the industries in which we operate may further increase, and we may
be required to devote additional legal and other resources to addressing this regulation.
Changes in current laws or regulations or the imposition of new laws and regulations in our
geographic markets may slow the growth of the logistics industry and affect our business,
financial condition and results of operations.

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

Under the EIT Law and its implementation rules, subject to any applicable tax treaty or
similar arrangement between the PRC and a non-PRC investor’s jurisdiction of residence that
provides for a different income tax arrangement, PRC withholding tax at the rate of 10% is
normally applicable to dividends from PRC sources payable to investors that are non-PRC
resident enterprises, which do not have an establishment or place of business in China, or
which have an establishment or place of business in China if the relevant income is not
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effectively connected with such establishment or place of business. Any gains realized on the
transfer of shares by such investors are subject to a 10% PRC income tax rate if such gains are
regarded as income from sources within the PRC, unless a treaty or similar arrangement
provides otherwise.

Under the PRC Individual Income Tax Law ( {HF3EARILHEME A Fr5FLi%) ) and its
implementation rules, dividends from sources within the PRC paid to foreign individual
investors who are not PRC residents are generally subject to a PRC withholding tax at a rate
of 20% and gains from PRC sources realized by such investors on the transfer of shares are
generally subject to a 20% PRC income tax rate, in each case, subject to any reduction or
exemption set forth in applicable tax treaties and PRC laws. Pursuant to the Circular on
Questions Concerning the Collection of Individual Income Tax Following the Repeal of Guo
Shui Fa [1993] No. 045 ( B BIBIEE[19931045 55 SCAFBE 4% A BRI 1580 P i d
1) ) (Guo Shui Han [2011] No. 348) (EIBiK[2011]348%%) dated June 28, 2011, issued by the
SAT, dividends paid to non-PRC resident individual holders of H Shares are generally subject
to individual income tax of the PRC at the withholding tax rate of 10%, depending on whether
there is any applicable tax treaty between the PRC and the jurisdiction in which the non-PRC
resident individual holder of H Shares resides as well as the tax arrangement between the PRC
and Hong Kong. Non-PRC resident individual holders who reside in jurisdictions that have not
entered into tax treaties with the PRC are subject to a 20% withholding tax on dividends
received from us. However, pursuant to the Circular Declaring that Individual Income Tax
Continues to be Exempted over Income of Individuals from Transfer of Shares ( <&l A
OB S S T A A A T S USRI N BT ASBL B HE ) ) issued by the MOF of the PRC and the SAT on
March 30, 1998, gains of individuals derived from the transfer of listed shares of enterprises
may be exempt from individual income tax. In addition, on December 31, 2009, the MOF, the
SAT and the CSRC jointly issued the Circular on Relevant Issues Concerning the Collection
of Individual Income Tax over the Income Received by Individuals from Transfer of Listed
Shares Subject to Sales Limitation ( B8 A5 b i /A v B B 15 Eulioii A B 1S 8 A B
fEIREIYAEAT) ) (Cai Shui [2009] No. 167) which states that individuals’ income from the
transfer of listed shares on certain domestic exchanges shall continue to be exempted from
individual income tax, except for the relevant shares which are subject to sales restrictions as
defined in the Supplementary Circular on Relevant Issues Concerning the Collection of
Individual Income Tax over the Income Received by Individuals from Transfer of the Listed
Shares Subject to Sales Limitations ( BRI AR b 2w BRE B B0l | A 3Bl A
BARE R RS AT ) (Cai Shui [2010] No. 70). As of the Latest Practicable Date, the
aforesaid provision has not expressly provided that individual income tax shall be collected
from non-PRC resident individuals on the sale of shares of PRC resident enterprises listed on
overseas stock exchanges. To our knowledge, in practice, the PRC tax authorities have not
sought to collect individual income tax from non-PRC resident individuals on gains from the
transfer of listed shares of PRC resident enterprises on overseas stock exchanges. However,
there is no assurance that the PRC tax authorities will not change these practices, which could
result in levying income tax on non-PRC resident individuals on gains from the sale of H
shares.

If the PRC income tax is imposed on gains realized from the transfer of our H Shares or
on dividends paid to our non-PRC resident investors, the value of your investment in our H
Shares may be affected. Furthermore, our Shareholders whose jurisdictions of residence have
tax treaties or arrangements with the PRC may not qualify for benefits under such tax treaties
or arrangements.
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Our operations are subject to, and may be affected by, the tax laws and regulations in the
countries and regions where we operate, including the U.S. and Europe. Changes in tax
laws and regulations in the countries and regions where we operate such as increase in
applicable tax rates may materially and negatively affect our profitability level and
business performance.

The PRC EIT Law imposes a tax rate of 25% on business enterprises. Some of our
subsidiaries are entitled to preferential tax treatment. See “Financial Information —
Description of Major Components of Our Results of Operations — Income Tax
Credit/(Expense).” To the extent there are any changes in the laws and regulations governing
preferential tax treatment or increases in our effective tax rate due to any other reasons, our tax
liability would increase correspondingly. In addition, the PRC government may amend or
restate regulations on income, withholding, value-added and other taxes. Non-compliance with
the PRC tax laws and regulations may also result in penalties or fines imposed by relevant tax
authorities. Adjustments or changes to PRC tax laws and regulations and tax penalties or fines
could affect our businesses, financial condition and results of operations.

We also operate in countries and regions overseas and are subject to various taxes. See
“Financial Information — Description of Major Components of Our Results of Operations —
Income Tax Credit/(Expense).” Due to the fact that the tax environment can be different in
different jurisdictions and that the regulations regarding various taxes, including but not
limited to corporate income tax and tariffs and import or export duties, are complex, our
international operations may expose us to risks associated with the overseas tax policy
changes. Dealing with such regulatory complexities and changes may require us to divert more
managerial and financial resources, which in turn could affect our financial condition and
results of operations.

Our foreign exchange transactions, our ability to pay dividends and other obligations are
subject to regulatory requirement over foreign currency conversion.

Conversion and remittance of foreign currencies are subject to certain foreign exchange
regulations. It cannot be guaranteed that, under a certain exchange rate, we would have
sufficient foreign exchange to meet our foreign exchange needs. For example, under the PRC
current foreign exchange regulation system, foreign exchange transactions under the current
account conducted by us, including the payment of dividends, do not require advance approval
from the State Administration of Foreign Exchange (the “SAFE”); however, we are required
to present relevant documentary evidence of such transactions and conduct such transactions
at designated foreign exchange banks within the PRC that have the licenses to carry out foreign
exchange business. Foreign exchange transactions under the capital account, however,
normally need to be approved by or registered with the SAFE or their local branch unless
otherwise permitted by law. Any insufficiency of foreign exchange may restrict our ability to
obtain sufficient foreign exchange for dividend payments to Shareholders or satisfy any other
foreign exchange obligation. If we fail to obtain approvals from the SAFE to convert RMB into
any foreign exchange for any of the above purposes, our potential offshore capital expenditure
plans and even our business may be affected. Moreover, non-compliance with any applicable
foreign exchange regulations could subject us to administrative penalties and fines, and could
affect our business and reputation.
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You may have limited recourse in effecting service of legal process, seeking recognition or
enforcement of foreign judgments against us, our Directors, Supervisors and our senior
management.

A substantial part of our assets, and majority of our Directors, Supervisors and senior
management, are located in China. As a result, it may not be possible for investors to effect
service of process upon us, or our Directors, Supervisors or senior management who reside in
China. China 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 Hong Kong 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
(KB PRy B s A ol A BBRC [ 3 e R B 0 ) RSB T S A T v W 10 B P S R AR R 0 %2
#E) ), or the 2006 Arrangement. Under the 2006 Arrangement, where any designated PRC
court or any designated Hong Kong court has made an enforceable final judgment requiring
payment of money in a civil or commercial case under a choice of court agreement in writing,
any party concerned may apply to the relevant PRC court or Hong Kong court for recognition
and enforcement of the judgment. On January 18, 2019, the Supreme People’s Court of the
PRC and Hong Kong 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 (< [BJ7A [Ay b B A 45 7l 47 B [ 72 e AH BR8]
AT R FERHHIZHEE) ), or the 2019 Arrangement, which seeks to establish a
mechanism with greater clarity and certainty for recognition and enforcement of judgments in
a wider range of civil and commercial matters between the PRC court and Hong Kong court.
The 2006 Arrangement was superseded upon the effectiveness of the 2019 Arrangement on
January 29, 2024.

RISKS RELATING TO THE [REDACTED]

There has been no prior public market for our H Shares, and the liquidity and market
price of our H Shares may be volatile.

There was no public market for our H Shares prior to the [REDACTED]. There can be
no guarantee that a public market for our H Shares with adequate liquidity and [REDACTED]
volume will develop and be sustained following the completion of the [REDACTED]. In
addition, the [REDACTED] of our Shares is the result of negotiations between our Group and
the [REDACTED] (for themselves and on behalf of the [REDACTED]), which may not be
indicative of the [REDACTED] of our H Shares following the completion of the
[REDACTED]. The [REDACTED] of our H Shares may drop below the [REDACTED] at
any time after the completion of the [REDACTED].

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

The [REDACTED] of the [REDACTED)] is higher than the net tangible asset value per
H Share immediately prior to the [REDACTED]. Therefore, purchasers of the [REDACTED]
in the [REDACTED] will experience an immediate dilution in [REDACTED] consolidated
net tangible asset value. In order to expand our business, we may consider [REDACTED] and
issuing additional Shares in the future. Purchasers of the [REDACTED] may experience
dilution in the net tangible asset value per H Share of their H Shares if we issue additional
Shares in the future at a price which is lower than the net tangible asset value per H Share at
that time. Furthermore, we may issue Shares pursuant to any existing or future equity incentive
plan, which would further dilute our Shareholders’ interests in our Company.
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Future sales or perceived sales of substantial amount of our Shares in the public market,
especially by our Directors, executive officers and substantial Shareholders, could
materially and adversely affect the prevailing [REDACTED] 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 that such sales might
occur, could negatively impact the [REDACTED] of our Shares and our ability to raise equity
capital in the future at a time and price that we deem appropriate. A certain amount of the
Shares controlled by our existing Shareholders are subject to certain lock-up periods beginning
on the date on which [REDACTED] 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 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. Market sale of Shares by such
Shareholders and the availability of these Shares for future sale may have a negative impact
on the [REDACTED] of our Shares.

In addition, our [REDACTED] shares may be converted into H shares subject to
regulatory approvals and compliance with relevant regulatory requirements. Any conversion of
our [REDACTED] shares will increase the number of H shares available on the market and
may affect the [REDACTED] price of our Shares.

We cannot assure you that we will declare and distribute any dividends in the future. If
we do not pay dividends in the foreseeable future after the [REDACTED], you must rely
on price appreciation of our H Shares for a return on your investment.

We cannot assure you when and in what form dividends will be paid on our H Shares after
the [REDACTED]. The declaration and distribution of dividends is at the complete discretion
of the Board, and our ability to pay dividends or make other distributions to our Shareholders
is subject to various factors, including our business and financial performance, capital and
regulatory requirements and general business conditions. We may not be able to have sufficient
or any profits to enable us to make dividend distributions to our Shareholders in the future,
even if our financial statements indicate that our operations have been profitable. As a result
of the above, we cannot assure you that we will make/can make dividend payments on our H
Shares in the future. See “Financial Information — Dividend.”

If we retain most, or all, of our available funds and any future earnings after the
[REDACTED] to fund the development and commercialization of our new product candidates,
we may not expect to pay any cash dividends in the foreseeable future. Therefore, you may not
be able to rely on an investment in our H Shares as a source for any future dividend income.

Even if our Board decides to declare and pay dividends, the timing, number and form of
future dividends, if any, will depend on our future results of operations and cash flow, our
financial condition, general business conditions and business strategies, expected working
capital requirements and future expansion plans, legal, regulatory and other contractual
restrictions and other factors deemed relevant by our Board. Accordingly, the return on your
investment in our H Shares will likely depend entirely upon any future price appreciation of
our H Shares. There is no guarantee that our H Shares will appreciate in value after the
[REDACTED] or even maintain the price at which you purchased the Shares. You may not
realize a return on your investment in our H Shares and you may even lose your entire
investment in our H Shares.
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There can be no assurance of the accuracy or completeness of certain facts, forecasts and
other statistics obtained from various government publications, contained in this
Document.

This Document, particularly the section headed “Industry Overview,” contains
information and statistics relating to the industry in which we operate. Such information and
statistics have been derived from the report prepared by Frost & Sullivan, either commissioned
by us or publicly accessible, and other publicly available sources. 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. Neither we, the Sole Sponsor, the
[REDACTED], the [REDACTED], the [REDACTED], the [REDACTED], the
[REDACTED] nor our or their respective affiliates or advisors or any other party involved in
the [REDACTED] have verified the information from official government sources 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. 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.

[REDACTED] and [REDACTED] may decline if securities or industry analysts do not
publish research or reports about our business, or if any adverse recommendations are
published.

The [REDACTED] for our H Shares will be influenced by research or reports that
industry or securities analysts publish about us or our business. If one or more analysts who
cover us downgrade our H Shares or publish negative opinions about us, the [REDACTED]
for our H Shares would likely decline regardless of the accuracy of the information. If one or
more of these analysts cease coverage of us or fail to regularly publish reports on us, we could
lose visibility in the financial markets, which in turn could cause the market price or
[REDACTED] of our H Shares to decline.

Our future financing may cause dilution of your shareholding or impose restrictions on
our operations.

In order to raise capital and expand our business, we may consider [REDACTED] and
issuing additional Shares or other securities convertible into or exchangeable for our Shares in
the future other than on a pro rata basis to our then existing Shareholders. As a result, the equity
interest of those Shareholders may experience dilution in net asset value per Share. If
additional funds are to be raised through debt financing, certain restrictions may be imposed
on our business operations, which may further limit our ability or discretion to pay dividends,
increase our risks in adverse economic conditions, adversely affect our cash flows or limit our
flexibility in business development and strategic plans.
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You should read the entire document carefully and should not rely on any information
contained in press articles or other media in making investment decisions with respect to
our H Shares.

Prior to the publication of this document, there may have been press and media coverage
regarding us and the [REDACTED], which may include certain information not contained in
this document. We have not authorized the disclosure of any such information in the press or
other media. We make no representation as to the appropriateness, accuracy, completeness or
reliability of such information, and disclaim responsibility for such information. Accordingly,
[REDACTED] are cautioned to make their investment decisions with respect to our H Shares
on the basis of the information contained in this document only and should not rely on any
other information. By applying to purchase our H Shares in the [REDACTED], you will be
deemed to have agreed that you will not rely on any information other than that contained in
this document.

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

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

In preparation for the [REDACTED], we have sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules:

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

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

Our headquarter is based and the majority of the business operations of our Group are
managed and conducted in the PRC. Our executive Directors ordinarily reside in the PRC and
they play important roles in our Company’s business operations. It is in our best interests for
them to be based in places where our Group has significant operations. We consider it
practically difficult and commercially unreasonable for us to arrange for two executive
Directors to be ordinarily resident in Hong Kong, either by means of relocation of our existing
executive Directors or appointment of additional executive Directors. Therefore, our Company
does not have, and does not contemplate in the foreseeable future that we will have sufficient
management presence in Hong Kong for the purpose of satisfying the requirements under Rule
8.12 of the Listing Rules.

Accordingly, pursuant to Rule 19A.15 of the Listing Rules, we have applied to the Hong
Kong Stock Exchange for, and the Hong Kong Stock Exchange [has granted] us, a waiver from
strict compliance with Rule 8.12 and Rule 19A.15 of the Listing Rules subject to the following
conditions:

1. We have appointed Ms. Zhuang Liyan (it B ¥) (“Ms. Zhuang”) and Mr. Li Kin Wai
(ZFfE) (“Mr. Li”) as our authorized representatives (“Authorized
Representatives”) pursuant to Rule 3.05 of the Listing Rules. The Authorized
Representatives will act as our Company’s principal channel of communication with
the Hong Kong Stock Exchange. The Authorized Representatives will be readily
contactable by phone, facsimile and email to promptly deal with enquiries from the
Hong Kong Stock Exchange, and will also be available to meet with the Hong Kong
Stock Exchange to discuss any matter within a reasonable period of time upon
request of the Hong Kong Stock Exchange;

2. When the Hong Kong Stock Exchange wishes to contact our Directors on any
matter, each of the Authorized Representatives will have all necessary means to
contact all of our Directors (including our independent non-executive Directors)
promptly at all times. Our Company will also inform the Hong Kong Stock
Exchange promptly in respect of any changes of the Authorized Representatives. We
have provided the Hong Kong Stock Exchange with the contact details (i.e. mobile
phone number, office phone number and email address (as applicable)) of all
Directors to facilitate communication with the Hong Kong Stock Exchange;

3.  All Directors who do not ordinarily reside in Hong Kong possess or can apply for
valid travel documents to visit Hong Kong and can meet with the Hong Kong Stock
Exchange within a reasonable period upon the request of the Hong Kong Stock
Exchange;
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

We have appointed Red Solar Capital Limited as our compliance advisor (the
“Compliance Advisor”) upon [REDACTED] pursuant to Rule 3A.19 of the Listing
Rules for a period commencing on the [REDACTED] and ending on the date on
which we comply with Rule 13.46 of the Listing Rules in respect of our financial
results for the first full financial year commencing after the [REDACTED]. The
Compliance Advisor, who will provide us with professional advice on continuing
obligations under the Listing Rules and act as the additional channel of
communication with the Hong Kong Stock Exchange when the Authorized
Representatives are not available, will have access at all times to our Authorized
Representatives, our Directors, Supervisors and our senior management; and

We have provided the Hong Kong Stock Exchange with the names, mobile phone
numbers, office phone numbers, fax numbers and email addresses of at least two of
the Compliance Advisor’s officers who will act as our Compliance Advisor’s contact
persons between the Hong Kong Stock Exchange and our Company.

WAIVER IN RESPECT OF APPOINTMENT OF JOINT COMPANY SECRETARY

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, we must appoint a company
secretary who, by virtue of his/her academic or professional qualifications or relevant
experience, is, in the opinion of the Hong Kong Stock Exchange, capable of discharging the
functions of the company secretary. Note 1 to Rule 3.28 of the Listing Rules provides that the
Hong Kong Stock Exchange considers the following academic or professional qualifications to
be acceptable:

(a)
(b)

(c)

a member of The Hong Kong Institute of Chartered Governance Institute;

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

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

Note 2 to Rule 3.28 of the Listing Rules further provides that the Hong Kong Stock
Exchange considers the following factors in assessing the “relevant experience” of the
individual:

(a)
(b)

(c)

(d)

length of employment with the issuer and other issuers and the roles he/she played;
familiarity with the Listing Rules and other relevant laws and regulations including
the SFO, the Companies Ordinance, the Companies (Winding Up and Miscellaneous

Provisions) Ordinance and the Takeovers Code;

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

professional qualifications in other jurisdictions.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

Our Company has appointed Ms. Zhuang, our executive Director, board secretary and
vice chief executive officer as one of our joint company secretaries. She has extensive
experience in board and corporate management matters but presently 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, we have appointed Mr. Li, a member
of a chartered secretary and an associate member of The Hong Kong Charted Governance
Institute (formerly known as The Hong Kong Institute of Chartered Secretaries) and The
Chartered Governance Institute (formerly known as The Institute of Chartered Secretaries and
Administrators) in the United Kingdom 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 Ms. Zhuang for an initial period of three years from the [REDACTED]
to enable Ms. Zhuang 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.

Since Ms. Zhuang does not possess the formal qualifications required of a company
secretary under Rule 3.28 of the Listing Rules, we have applied to the Hong Kong Stock
Exchange for, and the Hong Kong Stock Exchange [has granted] us, a waiver from strict
compliance with the requirements under Rules 3.28 and 8.17 of the Listing Rules such that Ms.
Zhuang may be appointed as a joint company secretary of our Company. Pursuant to paragraph
13 of Chapter 3.10 under the Guide for New Listing Applicants issued by the Stock Exchange
in December 2023, the waiver will be for a fixed period of time (“Waiver Period”) and on the
following conditions: (i) the proposed company secretary must be assisted by a person who
possesses the qualifications or experience as required under Rule 3.28 (“Qualified Person”)
and is appointed as a joint company secretary throughout the Waiver Period; and (ii) the waiver
can be revoked if there are material breaches of the Listing Rules by the issuer. The waiver is
valid for an initial period of three years from the [REDACTED], and is granted on the
condition that Mr. Li will work closely with Ms. Zhuang to jointly discharge the duties and
responsibilities as a company secretary and assist Ms. Zhuang in acquiring the relevant
experience as required under Rules 3.28 and 8.17 of the Listing Rules. Mr. Li will also assist
Ms. Zhuang in organizing Board meetings and Shareholders’ meetings of our Company as well
as other matters of our Company which are incidental to the duties of a company secretary. Mr.
Li is expected to work closely with Ms. Zhuang and will maintain regular contact with Ms.
Zhuang, the other Directors, the Supervisors and the senior management of our Company. The
waiver will be revoked immediately if Mr. Li ceases to provide assistance to Ms. Zhuang as
a joint company secretary for the three-year period after the [REDACTED] or where there are
material breaches of the Listing Rules by our Company. In addition, Ms. Zhuang will comply
with the annual professional training requirement under Rule 3.29 of the Listing Rules and will
enhance her knowledge of the Listing Rules during the three-year period from the
[REDACTED]. Ms. Zhuang will also be assisted by (a) the Compliance Advisor of our
Company, particularly in relation to compliance with the Listing Rules; and (b) the Hong Kong
legal advisors of our Company, on matters concerning our Company’s ongoing compliance
with the Listing Rules and the applicable laws and regulations.

Before the expiration of the initial three-year period, the qualifications of Ms. Zhuang
will be re-evaluated to determine whether the requirements as stipulated in Rules 3.28 and 8.17
of the Listing Rules can be satisfied and whether the need for ongoing assistance will continue.
We will liaise with the Hong Kong Stock Exchange to enable it to assess whether Ms. Zhuang,
having benefited from the assistance of Mr. Li for the preceding three years, have acquired the
relevant experience within the meaning of Note 2 to Rule 3.28 of the Listing Rules and is
capable of discharging the functions of company secretary under Rule 3.28 so that a further
waiver will not be necessary.

71 =



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

INFORMATION ABOUT THIS DOCUMENT AND THE [REDACTED]

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

DIRECTORS

Name Address Nationality

Executive Directors

Mr. Lu Haizhuan Room 3C, Building 1-7-A Chinese
(R o) Xijingcheng Haoyuan
No. 100 Fu’an Street
Longgang District
Shenzhen, Guangdong Province

PRC
Mr. Ze Kuaiyue Room 3D, Building 6-B Chinese
(EE e E) Xijingcheng Haoyuan

No. 100 Fu’an Street
Longgang District
Shenzhen, Guangdong Province

PRC
Ms. Zhuang Liyan Room 27C, Building 8 Chinese
CIERESE &0 1+) Xijingcheng Haoyuan

No. 100 Fu’an Street
Longgang District
Shenzhen, Guangdong Province

PRC
Non-Executive Directors
Ms. Zou Jiajia No. 7 Chinese
(MHEREL L) Hepingli Middle Street
Dongcheng District
Beijing
PRC
Mr. Jin Hao Room 1403 Chinese
€X T No. 5, Mingmen Riverside Garden

Lane 200, Boshan Road
Pudong New District

Shanghai
PRC
Mr. Lu Songdu Room 3B, Building 1-7-A Chinese
(PR ek Xijingcheng Haoyuan

No. 100 Fu’an Street
Longgang District

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

Name Address Nationality

Independent Non-Executive Directors

Ms. Meng Rongfang Room 601 Chinese
(FH T L+ No. 2, West Alley
Jinjia Lane, Jing’an District
Shanghai
PRC
Mr. Xu Jinke Room 702 Chinese
(FREBHEA) No. 27, Lane 333

Fangdian Road
Pudong New District

Shanghai
PRC
Mr. Chen Xiaohuan Flat B, 22/F Singapore
(BRIBEE A 26 Kimberley Road
Tsim Sha Tsui, Kowloon
Hong Kong
SUPERVISORS
Name Address Nationality
Ms. Zhang Li Room 301, Building 2-E Chinese
(REL L) Ronghu Century Garden
Pingxin Avenue
Longgang District
Shenzhen, Guangdong Province
PRC
Ms. Hua Xiang Room 5B, Building 6 Chinese
(ML) Excellent Victoria Harbor
North District
Nanshan District
Shenzhen, Guangdong Province
PRC
Ms. Liu Meixia Room 1008, Building 4 Chinese
(B EEL L) Shengshi Garden

Ronghu Central City

Pinghu Street

Longgang District

Shenzhen, Guangdong Province
PRC

For further details on our Directors and Supervisors, see the section headed “Directors,
Supervisors and Senior Management.”
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

PARTIES INVOLVED IN THE [REDACTED]

Sole Sponsor Huatai Financial Holdings (Hong Kong)
Limited
62/F, The Center
99 Queen’s Road Central
Hong Kong

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

Auditor and Reporting Accountants Deloitte Touche Tohmatsu
Certified Public Accountants
Registered Public Interest Entity Auditors
35/F, One Pacific Place
88 Queensway
Hong Kong

Legal Advisors to the Company As to Hong Kong and U.S. laws:

Clifford Chance
27th Floor

Jardine House

One Connaught Place
Central

Hong Kong

As to PRC laws:

King & Wood Mallesons

28th Floor

China Resources Tower

2666 Keyuan South Road
Nanshan District

Shenzhen, Guangdong Province
PRC

As to U.S. laws (advising on general legal
compliance matters):

Nixon Peabody LLP
32nd Floor

One Embarcadero Center
San Francisco CA 94111
United States

As to German laws (advising on general
legal compliance matters):

Luther Rechtsanwaltsgesellschaft mbH
Anna-Schneider-Steig 22

50678 Cologne

Germany

As to French laws (advising on general
legal compliance matters):

FIDAL

Tour Prisma

4-6, avenue d’Alsace

92982 PARIS La Défense Cedex
France
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

As to Italian laws (advising on general legal
compliance matters):

Pirola Pennuto Zei & Associati
Via Vittor Pisani, 20

Milan

Italy

As to U.K. laws (advising on general legal
compliance matters):

Cruickshanks

10 Bentinck Street
London W1U 2EW
U.K.

Legal advisors to the Sole Sponsor and As to Hong Kong and U.S. laws:
the [REDACTED]
Herbert Smith Freehills
23rd Floor
Gloucester Tower
15 Queen’s Road Central
Hong Kong

As to PRC law:

Jingtian & Gongcheng
34/F, Tower 3

China Central Place

77 Jianguo Road
Beijing

PRC

Industry Consultant Frost & Sullivan (Beijing) Inc.,
Shanghai Branch Co.
Suite 2504
Wheelock Square
1717 Nanjing West Road
Shanghai 200040
PRC

[REDACTED]
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CORPORATE INFORMATION

Registered Office

Headquarters and Principal Place of
Business in the PRC

Principal Place of Business in Hong Kong

Company’s Website

Joint Company Secretaries

Authorized Representatives

Room 106, Kangli Information Valley Building
No. 66 Pingji Avenue, Lilang Community
Nanwan Street

Longgang District

Shenzhen, Guangdong Province

PRC

Room 106, Kangli Information Valley Building
No. 66 Pingji Avenue, Lilang Community
Nanwan Street

Longgang District

Shenzhen, Guangdong Province

PRC

5/F, Manulife Place
348 Kwun Tong Road
Kowloon

Hong Kong

WWW.augroup.com
(The information contained in this website
does not form part of this Document)

Ms. Zhuang Liyan (iEE 1)
Room 27C, Building 8
Xijingcheng Haoyuan

No. 100 Fu’an Street

Longgang District

Shenzhen, Guangdong Province
PRC

Mr. Li Kin Wai (ZRE %) (ACG,
HKACG)

5/F, Manulife Place

348 Kwun Tong Road

Kowloon

Hong Kong

Ms. Zhuang Liyan (HES 1)
Room 27C, Building 8
Xijingcheng Haoyuan

No. 100 Fu’an Street

Longgang District

Shenzhen, Guangdong Province
PRC

Mr. Li Kin Wai (ZRE%EE) (ACG,
HKACG)

5/F, Manulife Place

348 Kwun Tong Road

Kowloon

Hong Kong

— 82 —



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

CORPORATE INFORMATION

Audit Committee Ms. Meng Rongfang (475 & 10)
(Chairperson)
Mr. Xu Jinke (REFHEA)
Mr. Chen Xiaohuan (PREE#EIEAE)

Remuneration and Assessment Committee Mr. Xu Jinke (ShFHEA)
(Chairperson)
Ms. Meng Rongfang (i 25875 & 1)
Mr. Ze Kuaiyue (¥E&#5EH:)

Nomination Committee Mr. Xu Jinke (fR$hEHEE) (Chairperson)
Mr. Lu Haizhuan (FE#E5E4E)
Mr. Chen Xiaohuan (PRIEEE#IEAE)

Strategy Committee Mr. Lu Haizhuan (FEE5E4)
(Chairperson)
Mr. Ze Kuaiyue (iﬁ@@f’ﬁ@&)
Ms. Zhuang Liyan GiEREEE 2 1)

Compliance Advisor Red Solar Capital Limited
Unit 402B, 4/F
China Insurance Group Building
No. 141 Des Voeux Road Central
Central
Hong Kong

[REDACTED]

Principal Bank Shanghai Pudong Development Bank
Shenzhen Longgang Branch
1F of Ziweiyuan Club
No. 7097 Longxiang Avenue
Longgang District
Shenzhen, Guangdong Province
PRC
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INDUSTRY OVERVIEW

Certain information and statistics set out in this section and elsewhere in this
document are derived from various government and other publicly available sources and
from the market research report prepared by Frost & Sullivan. Frost & Sullivan is an
independent industry consultant engaged by us, and we commissioned Frost & Sullivan
to prepare a market research report. The information from official government sources
has not been independently verified by our Company, the Sole Sponsor, the
[REDACTED], the [REDACTED], the [REDACTED], the [REDACTED], the
[REDACTED], or any other persons or parties involved in the [REDACTED], and no
representation is given as to the accuracy of such information. For discussions of risks
relating to our industry, please see “Risk Factors — Risks Relating to Our Business and
Industry.”

GLOBAL B2C E-COMMERCE MARKET
Overview

E-commerce, as one of the trade activities, digitalizes the whole process of trade,
breaking away from the time and space constraints in conventional offline trade and connecting
sellers and consumers around the world.

E-commerce can be mainly divided by business model into (i) B2B e-commerce and (ii)
B2C e-commerce. B2C e-commerce refers to a transaction activity in which individual
consumers visit business sellers” websites or online third-party platforms, select goods, process
payments and receive goods from sellers via logistics. Typically, this transaction involves a
wide variety of industry participants, primarily including sellers, third-party platforms,
self-operated websites, third-party payment service providers, logistics solutions providers and
individual consumers.

In particular, third-party platforms refer to marketplaces such as Alibaba, Amazon, eBay
and Wish, which provide platforms on which sellers sell their products. Self-operated websites
refer to platforms that sell their products to consumers through their own websites or mobile

apps.
Value Chain Analysis

The value chain of B2C e-commerce consists of (i) upstream suppliers and producers such
as OEM suppliers; (ii) midstream B2C e-commerce sellers, B2C e-commerce platforms and
B2C e-commerce service providers, which are the core of the entire value chain; and (iii)
downstream individual consumers. B2C e-commerce sellers include brand operators, retailers,
distributors and traders. B2C e-commerce service providers include logistics solutions
providers, payment services providers and other services providers such as export declaration
service providers and IT services providers, offering services in all aspects of e-commerce
transactions. Sellers sell products to individual consumers through B2C e-commerce platforms,
and B2C e-commerce service providers offer services to assist with fulfillment.
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INDUSTRY OVERVIEW

Market Size

In terms of GMYV, the global B2C e-commerce market increased rapidly from USD2,300.7
billion in 2018 to USD4,821.9 billion in 2023, with a CAGR of 16.0%. After the outbreak of
COVID-19, the demand for online shopping increased in various developed regions such as the
U.S. and Europe, driving the growth of the global B2C e-commerce market, with the GMV of
the global B2C e-commerce market increasing by 27.9% from 2019 to 2020. The GMV of the
global B2C e-commerce market is expected to reach USD7,712.5 billion in 2028, with a CAGR
of 9.8% from 2023 to 2028. As a result, the receding of the COVID-19 pandemic will not lead
to contraction of the global B2C e-commerce market. Instead, there is expected to be escalating
consumer dependence on online shopping platforms and broadening of the scope of the digital
marketplace.

The global B2C e-commerce market can further be divided into (i) the global B2C
e-commerce market by third-party platforms and (ii) self-operated websites. Compared with
self-operated websites, third-party platforms take advantage of the convenience of customer
acquisition and warehouse management, succeeding in overseas markets and experiencing
promising growth. The GMV of the global B2C e-commerce market by third-party platforms
grew from USD1,238.7 billion in 2018 to USD2,763.1 billion in 2023 at a CAGR of 17.4%,
accounting for approximately 57.3% of the global B2C e-commerce market in 2023, and is
expected to further reach USD4,476.2 billion in 2028, with a CAGR of 10.1% from 2023 to
2028.

The GMYV of B2C E-commerce Market (Global), 2018-2028E

B2C E-commerce Market CAGR (2018-2023) CAGR (2023-2028E)
M Third-party Platforms 17.4% 10.1%
M Self-operated Websites 14.2% 9.5%
Global 16.0% 9.8%
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Note: The market size refers to the sum of GMV generated from all e-commerce platforms.

Source: International Trade Administration and Frost & Sullivan Analysis.

Furniture and home furnishings, apparel and footwear, beauty and daily products and
technology consumer goods are the major categories of the global B2C e-commerce market,
which accounted for 6.8%, 26.4%, 16.6% and 16.8%, respectively, in 2023. Due to the rise in
disposable income in developed countries and the convenience of shopping online, furniture
and home furnishings are expected to be the fastest growing category in the global B2C
e-commerce market. The GMV of global B2C e-commerce for the furniture and home
furnishings market is expected to reach USDS588.5 billion in 2028, with a CAGR of 12.6% from
2023 to 2028.
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INDUSTRY OVERVIEW

The GMYV of B2C E-commerce Market by Category (Global), 2018-2028E

B2C E-commerce Market by Category CAGR (2018-2023) CAGR (2023-2028E)
M Furniture and Home Furnishings 17.5% 12.6%
e B Apparel and Footwear 20.7% 10.8%
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Note: The market size refers to the sum of GMV generated from all e-commerce platforms.

Source: International Trade Administration and Frost & Sullivan Analysis

Competitive Landscape of Global B2C E-commerce Market

The global B2C e-commerce market is highly fragmented, with more than 50 million
market participants. In 2023, the total GMV of the global B2C e-commerce market was
approximately USD4,821.9 billion. In terms of GMYV, our group accounted for approximately
0.02% of the total GMV of the global B2C e-commerce market in 2023.

GLOBAL FURNITURE AND HOME FURNISHINGS B2C E-COMMERCE MARKET
Overview

Products in the global furniture and home furnishings B2C e-commerce market are
generally composed of two categories, namely furniture and home furnishings. Furniture
commonly includes, among others, beds, bookcases, dressers, chests of drawers, vanity tables
and vanity benches, food cabinets, sideboards, sofas and outdoor furniture. Home furnishings
are used to decorate and furnish a home, including home textiles such as bedding sets, carpets
and curtains, and home decorations such as photo frames, wall decor and vases. Furniture and
home furnishings are commonly medium-to-large goods with high unit prices and
transportation costs. Therefore, consumers are more cautious when choosing furniture and
home furnishings online, which reduces the likelihood of returns. As a result, furniture and
home furnishings typically have low return rates. Currently, the overall return rate of the global
furniture and home furnishings B2C e-commerce market is approximately 5%.

Market Size

The GMV of the global furniture and home furnishings market grew from USD1,376.6
billion in 2018 to USD1,736.7 billion in 2023, with a CAGR of 4.8%. Compared with offline
channels, the furniture and home furnishings market by online channels has experienced and
is expected to continue experiencing higher growth with the development of e-commerce
infrastructure such as warehousing, logistics solutions and payment systems. The GMV of the
global furniture and home furnishings market by online channels increased from USD203.0
billion in 2018 to USD437.3 billion in 2023 with a CAGR of 16.6% from 2018 to 2023, and
is expected to reach USD779.4 billion in 2028, with a CAGR of 12.3% from 2023 to 2028.
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INDUSTRY OVERVIEW

The GMYV of Furniture and Home Furnishings
Market by Channel, 2018-2028E

The Furniture and Home Furnishings Market CAGR (2018-2023) CAGR (2023-2028E)
M Online 16.6% 12.3%
M Offline 2.1% 1.2%
Total 4.8% 4.5%
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Note:  The market size refers to the sum of GMV generated from all e-commerce platforms.

Source: CSIL and Frost & Sullivan Analysis.

The GMV of global B2C e-commerce for the furniture and home furnishings market
increased from USD145.6 billion in 2018 to USD325.8 billion in 2023, with a CAGR of 17.5%.
The U.S. and Europe were the main regions for the global B2C e-commerce market for
furniture and home furnishings, which accounted for 23.0% and 26.4% of the market in 2023,
respectively. The GMV of the B2C e-commerce market for furniture and home furnishings in
the U.S. increased from USD28.0 billion in 2018 to USD74.8 billion in 2023, with a CAGR
of 21.7%, while the Europe GMV increased from USD38.0 billion in 2018 to USD8&5.9 billion
in 2023, with a CAGR of 17.7%.

In line with the increase of the furniture and home furnishings market by online channels,
the GMYV of global B2C e-commerce for the furniture and home furnishings market is expected
to reach USD588.5 billion in 2028, with a CAGR of 12.6% from 2023 to 2028.

The GMYV of B2C E-commerce for Furniture and Home
Furnishings Market by Regions (Global), 2018-2028E
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Note: The market size refers to the sum of GMV generated from all e-commerce platforms.

Source: CSIL, Bureau of Economic Analysis of the U.S., Eurostat, National Bureau of Statistics of China and Frost
& Sullivan Analysis.
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China-based sellers make up the world’s largest exporter group of furniture and home
furnishings. The U.S. and Europe are the largest markets for furniture and home furnishings
overseas e-commerce for China-based sellers. The GMV of B2C overseas e-commerce for the
furniture and home furnishings market generated by China-based sellers increased from
RMB158.2 billion in 2018 to RMB773.8 billion in 2023, with a CAGR of 37.4%. In 2020, the
outbreak of COVID-19 shifted consumer behaviors and accelerated the development of online
shopping, with the GMV of B2C overseas e-commerce for the furniture and home furnishings
market generated by China-based sellers increasing by 78.3% from 2019 to 2020.

With a steady increase of demand for furniture and home furnishings, the GMV of B2C
overseas e-commerce for the furniture and home furnishings market generated by China-based
sellers is expected to reach RMB1,604.8 billion in 2028, with a CAGR of 15.7% from 2023 to
2028.

The GMYV of B2C Overseas E-commerce for Furniture and Home Furnishings Market
Generated by China-based Sellers, 2018-2028E
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Note: The market size refers to the sum of GMV generated from all e-commerce platforms.

Source: China International Electronic Commerce Center and Frost & Sullivan Analysis.

Amazon is one of the major third-party platforms of the B2C overseas e-commerce for
furniture and home furnishings by China-based sellers. The GMV generated from China-based
sellers in B2C overseas e-commerce for furniture and home furnishings on Amazon increased
from RMB49.7 billion in 2018 to RMB321.3 billion in 2023, with a CAGR of 45.2%.
Accordingly, the GMV generated from China-based sellers on Amazon accounted for
approximately 41.5% of B2C overseas e-commerce for the furniture and home furnishings
market by China-based sellers in 2023. The GMV from China-based sellers in B2C overseas
e-commerce for furniture and home furnishings on Amazon is expected to reach RMB661.5
billion in 2028, with a CAGR of 15.5% from 2023 to 2028.

Moreover, Wayfair is favored by China-based sellers as one of the major e-commerce
platforms for furniture and home furnishings. The GMV generated from China-based sellers in
B2C overseas e-commerce for furniture and home furnishings products on Wayfair increased
from RMBS.4 billion in 2018 to RMB31.5 billion in 2023, with a CAGR of 30.3%. The GMV
generated from China-based sellers in B2C overseas e-commerce furniture and home
furnishings on Wayfair is expected to reach RMB62.3 billion in 2028, with a CAGR of 14.6%
from 2023 to 2028.
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In addition, China-based sellers were granted access to Walmart in March 2021. At
Walmart, the GMV generated from China-based sellers in B2C overseas furniture and home
furnishings e-commerce reached RMB23.8 billion in 2023.

The GMYV of B2C Overseas E-commerce for Furniture and Home Furnishings Market
by China-based Sellers in Major Third-Party Platforms, 2018-2028E
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Source: Frost & Sullivan Analysis (including interviews conducted by Frost & Sullivan with experts from major
market players and reviews on the annual reports and documents of other market participants).

Market Drivers

Rise in the Demand for Cost-effective Furniture and Home Furnishings: With the
increase of global per capita income, consumers start to explore new designs in furniture and
home furnishings, leading to an increased frequency of replacing such items. Consumers in
China usually consider furniture and home furnishings as durable goods, while consumers in
Europe and the U.S. tend to consider furniture and home furnishings to have characteristics
typical of fast-moving consumer goods. Therefore, consumers in Europe and the U.S. tend to
replace furniture and home furnishing items more frequently, therefore preferring products
with lower prices and higher quality. This trend propels the demand for cost-effective furniture
and home furnishings, consequently expanding the global furniture and home furnishings B2C
e-commerce market.

Rapid Growth of Sales Through Online Channels for Furniture and Home
Furnishings Market: With the rapid development of the digital economy and the change of
consumers’ consumption habits, online channels have become the main growth driver of the
global furniture and home furnishings market. The GMV of the online channel of the global
furniture and home furnishings market increased from USD203.0 billion in 2018 to USD437.3
billion in 2023, with a CAGR of 16.6%. Specifically, the online penetration rate”’ of the global

M The calculation basis of the online penetration rate of the global furniture and home furnishings market is the
result that the GMV of the global furniture and home furnishings market by online channels divided by the
GMYV of the global furniture and home furnishings market.
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furniture and home furnishings market reached 25.2% in 2023. It is expected that the online
penetration rate of the global furniture and home furnishings market will maintain a stable
growth and reach about 36.1% by 2028, with a CAGR of 7.5% from 2023 to 2028. Therefore,
benefiting from the rapid development of online sales channels, the global furniture and home
furnishings B2C e-commerce market will expand further.

Efficient and Mature Supply Chain Systems: Furniture and home furnishings often
exhibit large dimensions, irregular shapes and susceptibility to damage, necessitating a
specialized supply chain system to ensure product quality and transportation efficiency.
Currently, the global supply chain systems have matured, and are capable of providing
customized, efficient and secure solutions tailored to the characteristics of such products.
Efficient and mature supply chain systems not only reduce the costs and risks for e-commerce
but also enhance the online shopping experience and confidence of overseas consumers. With
an efficient and mature supply chain, China-based sellers are continuously expanding their
market share in the global furniture and home furnishings B2C e-commerce market. In terms
of the GMV, the share of B2C overseas e-commerce for the furniture and home furnishings
market by China-based sellers in the global furniture and home furnishings B2C e-commerce
market has increased steadily, from 15.5% in 2018 to 33.9% in 2023.

Future Opportunities and Challenges

Competitive Prices and High-quality Products with Innovative and Unique Design:
With the emergence of a new generation of consumers, the global furniture and home
furnishings market demand has undergone a transformation. Consumers now have multifaceted
expectations concerning the quality, design and pricing of furniture and home products. In
terms of quality and pricing, consumers increasingly seek to acquire high-quality products at
lower prices. Additionally, consumers tend to favor innovative and unique design styles.
Therefore, offering high-quality and cost-effective furniture and home furnishings with an
innovative and unique design strikes a balance in meeting consumers’ diverse demand and is
poised to become a major development trend in the future.

Digitalization and Automation: Recently, digitalization and automation have created
strong growth potential for the global furniture and home furnishings B2C e-commerce market.
Furniture and home furnishings B2C e-commerce sellers use various types of digital
applications such as WMS, TMS and MCOMS (multi-channel ordering management system) to
simplify the supply chain and improve delivery efficiency. Meanwhile, as the furniture and
home furnishings industry and its supply chain gradually adopt automated equipment, the cost
of furniture and home furnishings and the cost of logistics reduces, which will boost the growth
of the global furniture and home furnishings B2C e-commerce market.

Environmental friendliness: In recent years, there has been a heightening focus on
environmental protection in Europe and the U.S. Meanwhile, consumers’ awareness of
environmental protection and sustainable development increases; therefore, environmentally
friendly goods will become an important trend of the furniture and home furnishings B2C
e-commerce market. Consumers are increasingly focusing on the environmental credentials of
products, including the materials used, the manufacturing processes, and the sustainability of
packaging. In the future, eco-friendliness and environmental sustainability are becoming the
major trends in the growth of the furniture and home furnishings B2C e-commerce market.
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High Logistics and Warehousing Costs: Furniture and home furnishings, typically
characterized by their considerable size, substantial weight, and susceptibility to damage, incur
relatively high costs and risks in global e-commerce logistics and warehousing. These factors
can influence consumer purchasing decisions and overall satisfaction. Furniture and home
furnishings B2C e-commerce sellers need to optimize logistics approaches and models, reduce
the cost of logistics and warehousing and improve efficiency and safety.

Competitive Landscape of Global Furniture and Home Furnishings B2C E-commerce
Market

The global furniture and home furnishings B2C e-commerce market is rather fragmented,
with more than 200,000 market participants. In terms of the GMV of the global furniture and
home furnishings B2C e-commerce market in 2023, the top five furniture and home furnishings
B2C e-commerce sellers accounted for approximately 5.1%. In terms of the GMV of the global
furniture and home furnishings B2C e-commerce market in 2023, our Group ranked fifth
among all global furniture and home furnishings B2C e-commerce market participants, with a
market share of approximately 0.2%.

Top Five Furniture and Home furnishings B2C E-commerce Sellers by
GMYV (Global), 2023

Ranking Company Market Share (% )

1 Company A 3.9%

2 Company B 0.4%

3 Company C 0.3%

4 Company D 0.3%
1
1 5 Our Group 0.2% 1
e e e e e e e o — — — — — — — e — — ——— — — e ——— o —— 1

Top 5 5.1%

Notes:

(1)  Company A, founded in 1943, is a world-leading furniture and home furnishings retailer that designs and sells
ready-to-assemble furniture and home furnishings. It is primarily known for its modernist furniture designs,
its simple approach to interior design, and its immersive shopping concept.

(2) Company B, founded in 1972 and headquartered in Japan, is a listed and leading furniture and home
furnishings manufacturer and distributor. It mainly engages in the planning and sale of furniture and interior
merchandise (home furnishings), interior decorative coordinating for newly built homes and sale of products
developed and imported from overseas.

(3)  Company C, founded in 2007, is a professional furniture and home furnishings enterprise in the PRC that
integrates product development, manufacturing, sales and after-sales into one body. The company focuses its

business operation in the PRC.

(4)  Company D, founded in 2010, is a leading furniture and home furnishings enterprise in the PRC that integrates
design, manufacturing and sales. The company focuses its business operation in the PRC.

Source: Annual Reports, Interviews Conducted by Frost & Sullivan with Experts from Leading Market Players and
Frost & Sullivan Analysis.
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Competitive Landscape of B2C Overseas E-commerce for the Furniture and Home Furnishings
Market by China-based Sellers

B2C overseas e-commerce for the furniture and home furnishings market by China-based
sellers is rather fragmented, with more than 150,000 market participants. In terms of the GMV
in 2023, the top five participants accounted for approximately 2.9% in the market. Our Group
ranked first among all market participants in the market, with a market share of approximately
0.7%.

Top Five China-based Sellers in the Market by GMY, 2023

Ranking Company Market Share (% )
: 1 Our Group 0.7 % :
2 Company E 0.6%
3 Company F 0.6%
4 Company G 0.6%
5 Company H 0.4%
Top 5 2.9%

Notes:

(1) Company E, founded in 2010, is a listed PRC company and leading B2C overseas furniture and home
furnishings e-commerce seller in China and has entered more than 60 countries and regions. It specializes in
the categories of furniture, home furnishings and pet supplies.

(2)  Company F, founded in 1998, is a well-known B2C overseas furniture and home furnishings e-commerce seller
in the Yangtze River Delta in China. Its products cover more than 20 categories such as furniture and home
furnishings, mother and baby toys, home appliances, sports equipment, outdoor products, pet supplies, luggage
and other products.

(3)  Company G, founded in 2003, is a leading B2C overseas furniture and home furnishings e-commerce seller in
China that integrates product development, online retailing, overseas warehousing and marketing under one
roof. Its products cover furniture and home furnishings, outdoor sports equipment, garden supplies, pet
supplies and other categories.

(4)  Company H, founded in 2013, is a leading B2C overseas furniture and home furnishings e-commerce seller in
China that mainly sells furniture and home furnishings, outdoor sports equipment, baby and children’s toys,
pet supplies and other categories.

Source: Annual Reports, Interviews Conducted by Frost & Sullivan with Experts from Leading Market Players and
Frost & Sullivan Analysis.

Entry Barriers

Online Operational Capability: Online operational capability directly affects the core
indicators such as brand image, customer satisfaction, market share and profitability of
e-commerce sellers, and is the key factor in furniture and home furnishings B2C e-commerce
sellers standing out against the fierce competition. Online operational capability involves the
comprehensive ability to carry out product promotion, sales, service, management and other
activities online, including market analysis, product positioning, channel selection, marketing
strategy, logistics and distribution, after-sales services, data analysis, risk control and other
aspects. For new entrants, their online operational capability cannot easily compete with the
leading enterprises that have already established brand effect and customer loyalty.
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Supply Chain Management Capability: Given that a significant portion of furniture and
home furnishings consists of large items, many of these products have high safety requirements
for packaging and transportation within the supply chain. Therefore, furniture and home
furnishings B2C e-commerce sellers require a higher quality assurance level for their supply
chain services. To ensure a sufficiently robust service guarantee throughout the furniture and
home furnishings sales process, sellers need to invest substantial capital, time, and effort in
constructing a convenient, traceable supply chain service system. Consequently, new entrants
face challenges in establishing a comprehensive supply chain service system within a short
time frame.

Product Development Capability: The product development capability is the core
competitive advantage for furniture and home furnishings B2C e-commerce sellers. As
consumer demand becomes increasingly personalized and differentiated, original design and
independent product development have become crucial driving forces for the development of
furniture and home furnishings brands. Faced with an increasingly competitive market
environment, product customization and differentiation are inevitable choices for furniture and
home furnishings B2C e-commerce sellers. New entrants face challenges in acquiring leading
product development capabilities within a short time frame.

GLOBAL TECHNOLOGY CONSUMER GOODS B2C E-COMMERCE MARKET
Overview

Technology consumer products refer to electronic products used by consumers in life,
work and entertainment. Technology consumer products are categorized into three main market
segments: consumer electronics, home appliances and electric tools. Consumer electronics are
electronic devices such as mobile phone chargers, charger cables, wireless earphones and
speakers. Home appliances mainly include microwave ovens, juicers, rice cookers and others.
Electric tools mainly include electric screwdrivers, electric sanders, circular saws and others.

Market Size

The GMV of China-based sellers in B2C overseas e-commerce for the technology
consumer goods market grew from RMB404.7 billion in 2018 to RMB986.2 billion in 2023,
with a CAGR of 19.5%. Due to the outbreak of COVID-19, online shopping boosted B2C
overseas e-commerce for the technology consumer goods market by China-based sellers, which
increased by 32.9% in 2020.

By improving product performance, adding new features and optimizing user experience,
the upgrade of technology consumer goods has driven the expansion of B2C overseas
e-commerce for the technology consumer goods market by China-based sellers. With the rapid
upgrade of technology consumer goods, the GMV of China-based sellers in B2C overseas
e-commerce for the technology consumer goods market is expected to reach RMB1,797.8
billion in 2028, with a CAGR of 12.8% from 2023 to 2028. Among them, consumer electronics
are expected to have the largest market share during 2023 to 2028, while electric tools are
expected to be the fastest-growing products, with a CAGR of 13.3% from 2023 to 2028.

Amazon, eBay and Walmart are among the main third-party platforms for China-based
sellers for technology consumer goods. The GMV generated from China-based sellers in B2C
overseas e-commerce for technology consumer goods on Amazon grew from RMB174.3 billion
in 2018 to RMB373.1 billion in 2023, with a CAGR of 16.4%. Accordingly, the GMV
generated from China-based sellers on Amazon accounted for approximately 37.8% of the B2C
overseas e-commerce market for the technology consumer goods market in 2023. However, due
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to the impact of the Amazon Incident, the growth rate of the GMV generated from China-based
sellers in B2C overseas e-commerce has slowed down. The GMV generated from China-based
sellers in B2C overseas e-commerce for technology consumer goods on Amazon is expected to
reach RMB626.5 billion in 2028, with a CAGR of 10.9%.

In addition, access for China-based sellers to Walmart was granted in March 2021. For
Walmart, the GMV generated from China-based sellers in B2C overseas e-commerce for
technology consumer goods reached RMB25.9 billion in 2023.

Competitive Landscape of Global Technology Consumer Goods B2C E-commerce Market

In 2023, the total GMV of the global technology consumer goods B2C e-commerce
market was approximately USD809.3 billion. The global technology consumer goods B2C
e-commerce market is rather fragmented, with more than 500,000 market participants. In terms
of GMYV of the global technology consumer goods B2C e-commerce market in 2023, our group
accounted for approximately 0.02% of the total GMV of the global technology consumer goods
B2C e-commerce market.

AMAZON INCIDENT

As a measure of a product’s popularity, Amazon uses a variety of criteria, including
ratings and reviews. High ratings and reviews typically increase product exposure and attract
consumers’ attention. Additionally, Amazon operates its official program, Amazon Vine, where
selected customers receive products at no cost for trial and share their views. However, this
program has limitations such as long project cycle and restriction to new products. Specifically,
the Amazon Vine program, while intended to provide a platform for quality reviews, can result
in delays and be a time-consuming process.

Sellers must first ensure their products qualify for the program and then submit the
application. Accepted products first undergo Amazon’s internal review and are subsequently
sent to chosen customers for use and review. Upon submission for review, products undergo an
initial promotion phase where Amazon engages a small pool of selected customers. The
duration of this phase is contingent upon the product’s price; items priced over USD20
typically have a 20-day initial promotion phase before being reviewed by a larger, public pool
of reviewers, whereas the initial promotion phase for products priced below USD10 is no more
than five days. Nevertheless, during the public promotion phase, since the reviewers must pay
the taxes of a product to use and review such product, products with a higher price frequently
encounter less interest from purchasers. This results in a scarcity of reviews, which impedes
the expedient promotion of new products. The review period, coupled with Amazon’s thorough
assessment of the feedback, prolongs the timeline of receiving quality reviews. Additionally,
the mandatory shipment of products to Amazon’s FBA warehouse to avoid seller-reviewer
direct contact further extends the delay, often by a minimum of one month.

Due to the high demand for such services and the aforementioned limitations of the
Amazon Vine program, it was not uncommon for online sellers on Amazon to also promote
ratings and reviews via unofficial approaches. Unofficially Promoted Ratings or Reviews
primarily include (i) inviting influencers or engaging intermediaries to invite influencers to
review the products, who usually receive the product free of charge, and (ii) placing coupons
in product packages as incentives to encourage ratings and reviews, such as for a warranty
extension.
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In 2021, the use of Unofficially Promoted Ratings or Reviews had drawn wide media
attention, during which period the Federal Trade Commission also pressured Amazon to
intervene into the matter of Unofficially Promoted Ratings or Reviews to ensure transparency
in its rating and review mechanism for consumers. Since May 2021, Amazon has taken actions
against online sellers that have engaged in such activities. In particular, Amazon has restricted
sales activities of online sellers which it suspected of having engaged in Unofficially Promoted
Ratings or Reviews by removing listings of relevant products to consumers, suspending
operating accounts of relevant online sellers and freezing relevant online sellers’ funds under
its Seller Central account (the “Amazon Incident”).

As a result, since November 2021, the use of Unofficially Promoted Ratings or Reviews
has substantially diminished. After the Amazon Incident, sellers actively expanded and
enhanced sales on other platforms and diversified their product portfolios, which helped them
to reduce their platform risk and recover rapidly from the impact.

CHINA’S B2C EXPORT E-COMMERCE LOGISTICS SOLUTIONS MARKET
Overview

B2C export e-commerce logistics solutions refer to the logistics provided during the
entire process of B2C export e-commerce. There are two models adopted by B2C export
e-commerce logistics solutions providers, namely (i) the direct shipping model and (ii) the
pre-sale stocking model. The shipping method normally varies by the size of the goods.
Small-sized goods enjoy more flexibility in the selection of the shipping method. It is more
common to adopt the pre-sale stocking model for medium-to-large goods, which are usually in
abnormal sizes and shapes and are more fragile, requiring special care throughout the whole
business processes, such as storage, delivery and after-sales services. This model is preferred
because it offers lower costs compared to the direct shipping model, where shipping large
quantities can significantly reduce the cost per item. Additionally, it reduces delivery times to
the end-consumer as inventories are typically located closer to the target market, greatly
shortening the time for goods to reach end-consumer, compared to direct shipping from the
point of origin. Furthermore, it benefits brand reputation as sellers can provide prompt returns
and exchange services, improving customers’ shopping experience. E-commerce sellers
focusing on medium-to-large goods tend to choose solutions providers with more industry
expertise to handle medium-to-large goods and ensure the efficiency of the warehousing and
outbound process. In addition, given the difficulty of shipping medium-to-large goods, B2C
export e-commerce logistics solutions providers are expected to cover the entire chain of
services, including international freight forwarding services, warehousing and distribution,
last-mile delivery, installation, after-sales services and reverse-bound shipping services.
Consequently, B2C export e-commerce logistics solutions providers address prevalent
challenges such as high transportation costs and long delivery times that are typically
encountered by e-commerce sellers of medium-to-large goods. The pre-sale stocking model has
greatly improved the service quality of medium-to-large goods e-commerce sellers and has
gradually emerged as the preferred option among such e-commerce sellers.

Value Chain Analysis

Direct shipping refers to the international shipping process from sellers to individual
consumers, which usually takes two to four weeks. After receiving orders from export
e-commerce vendors, B2C export e-commerce logistics solutions providers carry out
corresponding business processes, which involve domestic collection and warehousing,
customs clearance, cross-border transportation and delivering goods to end-consumers.
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In contrast with the direct shipping model, under the pre-sale stocking model B2C export
e-commerce logistics solutions providers ship the goods from sellers to the overseas
warehouses in advance as pre-sale stocks in the destination regions, then deliver the goods
directly from the overseas warehouses upon the placing of orders by end-consumers. The
services can be divided into “first-mile” international freight and “last-mile” fulfillment
services.

The “first-mile” international freight services refer to the transport services of goods from
vendors to ports of entry of imports. The services of “first-mile” international freight generally
include domestic collection services, domestic warehousing, customs clearance services and
cross-border transport services. Under the pre-sale stocking model, export e-commerce
logistics solutions providers integrate the whole supply chain by outsourcing the whole process
to service providers who have ability to provide “first-mile” international freight services.

The “last-mile” fulfillment services involve delivery from overseas warehouses to
end-consumers. For “last-mile” fulfillment services, the export e-commerce logistics solutions
providers under the pre-sale stocking model offer warehousing services and other value-adding
services, including operational services, assisting with demand forecasting and inventory
management along with distribution services and after-sales services, and integrate the
fulfillment logistics to deliver goods to end-consumers.

In general, the customers for B2C export e-commerce logistics solutions providers are
e-commerce sellers and manufacturers, while the end-customers are the customers for

e-commerce sellers and manufacturers.

Process of B2C Export E-commerce Logistics Solutions Adopting the
Pre-sale Stocking Model

“First-mile” International Freight “Last-mile” Fulfilment Services

( E-commerce \ DOHI'CS[IC International Air
N Collection and ; Overseas Storage and
Sellers or Ocean Freight

Warehousing Storage Warehousing Storage

| = Warehousing Services |
| Operational Services | Fulfillment End-
il : > Picking up and Packing | Logistics consumers

—_——— — | > Shipping :

| |

| |

| |

| |

( E-Commerce \l » Returns Processing
|
I

Platforms/

: Local * Demand Forecasting
(

y
‘Warehousing Inventory Management

. International
Departure Customs e Others
A Customs |
t - '/j zd e Clearance ) T T T T !

Facilities

Source: Frost & Sullivan Analysis (including interviews conducted by Frost & Sullivan with experts from major
market players and reviews on the annual reports and documents of other market participants regarding
their positions in the B2C export e-commerce logistics solutions market and their principal businesses).

Market Size

In recent years, B2C export e-commerce logistics solutions adopting the pre-sale stocking
model are becoming more popular, as such model can provide individual consumers with faster
and more predictable delivery times which can enhance their shopping experience.
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Between 2019 and 2021, during the outbreak of COVID-19, not only did end-consumers
increasingly embrace online shopping, but numerous e-commerce vendors also recognized the
benefits of the pre-sale stocking model. Correspondingly, the revenue of B2C export
e-commerce logistics solutions adopting the pre-sale stocking model witnessed a marked
increase from 2019 to 2021. However, in 2022, with the COVID-19 pandemic receding, offline
shopping has gradually resumed and the revenue generated from the B2C export e-commerce
logistics solutions adopting the pre-sale stocking model has slightly decreased. Furthermore, in
2023, given the development of e-commerce, the revenue of B2C export e-commerce logistics
solutions adopting the pre-sale stocking model reached RMB203.9 billion, and is expected to
reach RMB387.0 billion in 2028, with a CAGR of 13.7% from 2023 to 2028.

The Revenue of B2C Export E-commerce Logistics Solutions Market by Service Models
(The PRC), 2018-2028E

B2C Export E-commerce Logistics Market CAGR (2018-2023) CAGR (2023-2028E)

Direct Shipping Model 23.5% 8.1%
pping

I Pre-sale Stocking Model 33.2% 13.7%

900

761.6

750 A

600 -

450 A

300 A

150 4

The Revenue of B2C Export E-commerce
Logistics Solutions Market by Service Models (RMB Billion)

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

Source: Drewry, ICAO Air Transport Report, Freightos Baltic Index, Shanghai Containerized Freight Index and
Frost & Sullivan Analysis.

Future Opportunities and Challenges

Integrated Logistics Solutions Platform: The B2C export e-commerce logistics
solutions market is complex and involves multiple parties, including end-to-end export
e-commerce logistics solutions providers, international freight forwarding service providers,
air or ocean carriers and last-mile fulfillment services providers. As a result, it is especially
important for B2C export e-commerce logistics solutions providers to obtain and integrate the
dispersed resources of the entire value chain to form an end-to-end, one-stop B2C export
e-commerce logistics platform in the future. The integrated platform can facilitate real-time
data integration and sharing, thus reducing the time for each process, ensuring better supply
chain timeliness, further gaining customer recognition, and ultimately achieving the goal of
increasing revenue.

Automation and Digitalization: In recent years, automation and digitalization have
created strong growth potential for the B2C export e-commerce logistics solutions market.
Warehousing and logistics automation systems improve the operational efficiency through
warehouse management, transport management and data analysis. In addition, B2C export
e-commerce logistics solutions providers leverage various types of digital applications such as
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SaaS and IoT to simplify transaction processes, improve logistics efficiency and increase
consumer stickiness. With the support of automation and digitalization tools, solutions
providers in the market gradually reduce their operating costs, which could in turn increase
their profit.

Increasing Demand for Customized Services: Due to the rapid development of the B2C
export e-commerce logistics solutions market, the demand for export logistics solutions will
become more customized. Overseas e-commerce China-based sellers not only require basic
services but also make requests for customized services; for example, medium-to-large goods
logistics have the pain points of high costs and long delivery times, so B2C e-commerce sellers
expect logistics solutions providers to provide them with warehousing and logistics capabilities
tailored for medium-to-large goods and provide cost-effective solutions for them. Therefore,
with the diversifying types and size of goods, their demand for B2C export e-commerce
logistics solutions will become customized in the future.

Competitive Landscape of China’s B2C Export E-commerce Logistics Solutions Market

The B2C export e-commerce logistics solutions market in the PRC is rather fragmented,
with more than 4,000 market participants, some of which adopt the direct shipping model and
some of which adopt the pre-sale stocking model. In terms of the revenue generated from B2C
export e-commerce logistics solutions adopting the pre-sale stocking model in 2023, the top
five B2C export e-commerce logistics solutions providers in the PRC accounted for
approximately 7.2%.

In 2023, the revenue of Shenzhen Westernpost reached approximately RMB2.4 billion
(before inter-group elimination), which adopts a pre-sale stocking model. In terms of the
revenue generated from B2C export e-commerce logistics solutions adopting the pre-sale
stocking model in 2023, Shenzhen Westernpost ranked fourth among all B2C export
e-commerce logistics solutions providers in the PRC, with a market share of approximately
1.2%. In addition, Shenzhen Westernpost ranked first among all B2C export e-commerce
logistics solutions providers focusing on medium-to-large goods.

Top Five B2C Export E-commerce Logistics Solutions Providers by Revenue Generated
from the Pre-sale Stocking Model (The PRC), 2023

Ranking Company Market Share (%)

1 Company [ 2.0%

2 Company J 1.6%

3 Company K 1.5%
P e e e e e e e e e e e e R R e e e A e
: 4 Shenzhen Westernpost 1.2% :
b oo on oon e oo e ome oan mm ae e mm am Em Em e Ee e E Ee B B e E e Em Ew Em mw am mm oaw o

5 Company L 0.9%

Top 5 7.2%

Notes:
(1)  Company I, founded in 2015, is one of the leading export e-commerce logistics solutions providers in China,

specializing in overseas storage and warehousing, “first-mile” international freight and last-mile delivery
services. Its geographical coverage is mainly in the U.S., Europe and Australia.
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(2)  Company J, founded in 2004, is a leading export e-commerce logistics solutions provider in China, focusing
on overseas warehousing, FBA and special line logistics. Its geographical coverage is mainly in the U.S.,
Europe and Asia.

(3)  Company K, founded in 2012, is one of the leading export e-commerce logistics providers in China, providing
overseas warehousing and special line logistics. Its geographical coverage is mainly in the U.S., UK, Australia
and Germany.

(4) Company L, founded in 2020, is a well-known export e-commerce logistics solutions provider in China,
focusing on “first-mile” international freight and overseas warehousing. Its geographical coverage is mainly
in the U.S., Canada and Germany.

(5)  All B2C export e-commerce logistics solutions providers in the list are third-party B2C export e-commerce
logistics solutions providers.

(6)  The revenue of all B2C export e-commerce logistics solutions providers in the list includes inter-group
transactions.

Source: Interviews Conducted by Frost & Sullivan with Experts from Leading Market Players, Frost & Sullivan
Analysis.

COST ANALYSIS

In the furniture and home furnishings B2C e-commerce market, raw materials and labor
are essential for the cost management of the production process. Specifically, the main raw
materials for furniture is raw wood. In the past five years, the price of raw wood in China
decreased from RMB3,302.6 per cubic meter in 2018 to RMB3,255.2 per cubic meter in 2023,
with a CAGR of negative 0.3%, and is expected to slightly decrease to RMB3,136.5 per cubic
meter, representing a CAGR of negative 0.7% from 2023 to 2028. The global price of raw wood
decreased from USD240.6 per cubic meter in 2018 to USD214.0 per cubic meter in 2023,
representing a CAGR of negative 2.3%, and is expected to decrease to USD205.1 per cubic
meter, representing a CAGR of negative 0.8% from 2023 to 2028. Decreasing raw material
costs have led to lower costs for sellers in the overseas e-commerce business. However, the
average wage of a worker in the manufacturing industry in the PRC increased from
RMB4,106.3 per month in 2018 to RMB5,927.6 per month in 2023, with a CAGR of 7.6%. In
addition, the average wage of a worker in the manufacturing industry in the PRC is expected
to reach RMB7,469.1 per month in 2028, with a CAGR of 4.7% from 2023 to 2028, which will
result in increasing procurement costs for furniture and home furnishings B2C e-commerce
sellers.

In the B2C export e-commerce logistics solutions market, the freight rate of first-mile and
the last-mile delivery fee are the main costs. The freight rate of seaborne transportation
increased from USD1,357.8 per FEU in 2018 to USD2,489.1 per FEU in 2023, with a CAGR
of 12.9%. The PRC freight rate of seaborne transportation is expected to reach USD3,171.3 per
FEU in 2028, with a CAGR of 5.0% from 2023 to 2028. Moreover, a continuous increase in
the average last-mile delivery fee globally has been witnessed in recent years, which results in
a growing cost for B2C export e-commerce logistics solutions providers. For example, from
2018 to 2023, the average last-mile delivery fee in the U.S. increased from USD6.8 per parcel
in 2018 to USDS8.5 per parcel in 2023, with a CAGR of 4.6%. The average last-mile delivery
fee in the U.S. is expected to reach USD10.9 per parcel in 2028, with a CAGR of 5.1% from
2023 to 2028.
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SOURCE AND RELIABILITY OF INFORMATION

In connection with the [REDACTED], we engaged Frost & Sullivan, an independent
market research consultant, to conduct an analysis of, and prepare an industry report on, the
markets we operate in with a commission fee of RMB800,000. Founded in 1961 in New York,
Frost & Sullivan provides market research on a variety of industries, among other services. The
information from Frost & Sullivan disclosed in this document is extracted from the Frost &
Sullivan Report with its consent.

In compiling and preparing the Frost & Sullivan Report, Frost & Sullivan used the
following key methodologies to collect multiple sources, validate the data and information
collected and cross-check each respondent’s information and views against those of others: (i)
secondary research, which involved reviewing published official statistical sources, including
company reports, independent research reports and data based on Frost & Sullivan’s in-house
research database; and (ii) primary research, which involved in-depth interviews with industry
experts and competitors, and in-house analysis using appropriate models and indicators to
arrive at an estimate.

Frost & Sullivan adopted the following primary assumptions while making projections for
preparing the Frost & Sullivan Report: (i) the global social, economic and political
environment is likely to remain stable in the forecast period; (ii) the global economy as well
as China’s economy are likely to maintain steady growth in the next decade; and (iii) related
industry key drivers are likely to drive the market in the forecast period.

Except as otherwise noted, all of the data and forecasts contained in this section are
derived from the Frost & Sullivan Report. Our Directors confirm that, after taking reasonable
care, there is no material adverse change in the overall market information since the date of the
Frost & Sullivan Report that would materially qualify, contradict, or have an impact on such
information.
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We are subject to a variety of laws, and regulations across a number of aspects of our
business. This section sets forth a summary of the most significant laws and regulations that
are applicable to our current business activities around the world.

LAWS AND REGULATIONS RELATED TO OUR BUSINESS IN THE PRC
Regulations on Corporation

On December 29, 1993, the Standing Committee of the National People’s Congress of the
PRC (the “SCNPC”) issued the PRC Company Law ( (H3#EANRILFEAFE) ) (the
“Company Law”), which was lasted amended on December 29, 2023 and implemented on July
1, 2024. All companies established in the PRC are subject to the Company Law. The Company
Law regulates the establishment, operation, corporate structure, and management of corporate
entities in China and classifies companies into limited liability companies and limited
companies by shares.

The main amendments of the PRC Company Law (2023 Revision) involve improving the
company’s establishment and exit system, optimizing the company’s organizational structure,
perfecting the company’s capital system and strengthening the responsibilities of controlling
shareholders and management personnel.

Policies on Cross-Border E-Commerce

Since 2013, the PRC government has promulgated multiple regulations or policies to
encourage and support the development of cross-border e-commerce in China. These include
the Notice of the General Office of the State Council on Forwarding the Opinions of the
Ministry of Commerce and Other Departments on Implementing Relevant Policies to Support
the Cross-Border E-Commerce Retail Export issued by the General Office of the State Council
on August 21, 2013, the Guiding Opinions of the General Office of the State Council on
Promoting the Sound and Rapid Development of Cross-Border E-Commerce issued by the
General Office of the State Council on June 16, 2015, the Several Opinions of the State Council
on Promoting the Stabilization and Upswing of Foreign Trade issued by the State Council on
May 5, 2016, and the Letter of 14 Departments including the Ministry of Commerce on
Replicating and Popularizing Mature Experience and Practices from Cross-Border
E-Commerce Comprehensive Pilot Zones jointly issued by the Ministry of Commerce, the
NDRC and another twelve departments on October 26, 2017. These regulations and policies
support implementation of preferential tax policies for e-commerce export, establishment of
the e-commerce export credit system, establishment of warehouses for export products and
overseas operation centers, creation of independent brands and improvement of export product
quality, optimization of cross-border e-commerce management model and customs clearance
formalities, and provisions of payment services and foreign exchange settlement services to
cross-border e-commerce enterprises.

Regulations on Exportation of Goods

Pursuant to the Foreign Trade Law of the PRC ( {# NRILFIEH¥SME Z1E) ) which
was promulgated by the SCNPC on May 12, 1994 and implemented on July 1, 1994, and
subsequently revised on April 6, 2004, November 7, 2016, and December 30, 2022, foreign
traders engaging in import and export of goods or technology shall submit documents and
material related to its foreign trade activities to the relevant departments in accordance with the
provisions of the foreign trade department of the State Council or other relevant State Council
departments in accordance with the law.
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Pursuant to the Customs Law of the PRC ( (T 3# NRILANEEEL) ) promulgated by
the SCNPC on January 22, 1987 and amended on July 8, 2000, June 29, 2013, December 28,
2013, November 7, 2016, November 4, 2017 and April 29, 2021, unless otherwise stipulated,
the declaration of import and export goods may be made by consignees and consignors
themselves, and such formalities may also be completed by their entrusted customs brokers that
have registered with the Customs. The consignees and consignors for import or export of goods
and the customs brokers engaged in customs declaration shall file for record with the Customs
in accordance with the laws.

Pursuant to the Administrative Provisions of the Customs of the PRC on the Filing of
Customs Declaration Entities ( 3 N R ILAN B Vg B e B BE A 22 8 BELE ) ) promulgated
by the General Administration of Customs on November 19, 2021 and taking effect from
January 1, 2022, the consignees and consignors for imported or exported goods and the
customs brokers engaged in customs declarations shall undergo recordation formalities at the
relevant administration department of customs in accordance with the laws.

Regulations on Road Transportation

Pursuant to the Regulations on Road Transportation of the PRC ( <3 A [ A0 B 48 #%
A1) ) promulgated by the State Council in April 2004 and most recently amended in
July 2023, and the Provisions on Administration of Road Freight Transportation and Stations
(Sites) ( G &Yy Kb EBIE) ) (the “Road Freight Provisions”) issued by the
Ministry of Transport in June 2005 and most recently amended in November 2023, the business
operations of road freight transportation refer to commercial road freight transportation
activities that provide public services. The road freight transportation includes general road
freight transportation, special road freight transportation, road transportation of large articles,
and road transportation of hazardous cargos. Special road freight transportation refers to
freight transportation using special vehicles with containers, refrigeration equipment, or tank
containers. The Road Freight Provisions set forth detailed requirements with respect to
vehicles and drivers.

Under the Road Freight Provisions, anyone engaged in the business of operating road
freight transportation must obtain a Road Transportation Operation Permit from the local
county-level road transportation administrative bureau, and each vehicle used for road freight
transportation must have a Road Transportation Certificate from the same authority. The
incorporation of a subsidiary of road freight transportation operator that intends to engage in
road transportation business is subject to the same approval procedure. If it intends to establish
a branch, it should file with the local road transportation administrative bureau where the
branch is to be established. Pursuant to the Notice on the Cancelation of the Road
Transportation Operation Permit and the Driver Qualification Certificate for Ordinary Freight
Vehicles with a Total Mass of 4.5 Tons or Less ( {34 %y 5 e/ 2 BE A B A48 &2 4. SME K
AT 38 788 5 LA 4 AL S R B B SE AR RSB RN) ) promulgated by the Ministry of
Transport, which took effect in January 2019, local transportation management departments
will no longer issue Road Transportation Operation Permit for ordinary freight vehicles with
a total mass of 4.5 tons or less, and shall not impose administrative penalties on such vehicles
and drivers for the reasons of operating without permits and driving freight transportation
vehicles without corresponding qualification certificates.
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Although the Road Transportation Operation Permits have no limitation with respect to
geographical scope, several provincial governments in China, including Shanghai and Beijing,
promulgated local rules on administration of road transportation, stipulating that permitted
operators of road freight transportation registered in other provinces should also make
record-filing with the local road transportation administrative bureau where they carry out
business.

Regulations on Foreign Investment

In March 2019, the National People’s Congress promulgated the PRC Foreign Investment
Law ( (h#FEANRILFBE SN ETL) ) (the “2019 PRC Foreign Investment Law”). Upon
taking effect on January 1, 2020, the 2019 PRC Foreign Investment Law replaced the
Sino-Foreign Equity Joint Venture Enterprise Law ( {*3E A RILFIE 1AM EREMBFEL) ),
the Sino-Foreign Cooperative Joint Venture Enterprise Law ( H#E A\ RILFNE NGRS
1>2£7%) ) and the Wholly Foreign-Owned Enterprises Law ( (H#E A RILFIESMNE L) )
to become the legal foundation for foreign investment in the PRC.

Pursuant to the 2019 PRC Foreign Investment Law, “foreign investments” refer to
investment activities conducted by foreign investors directly or indirectly in the PRC, which
include any of the following circumstances: (i) foreign investors setting up foreign-invested
enterprises in the PRC solely or jointly with other investors, (ii) foreign investors obtaining
shares, equity interests, property portions or other similar rights and interests of enterprises
within the PRC, (iii) foreign investors investing in new projects in the PRC solely or jointly
with other investors, and (iv) investment of other methods as specified in laws, administrative
regulations, or as stipulated by the State Council.

On December 26, 2019, the State Council issued the Regulations on Implementing the
Foreign Investment Law of the PRC ( {3 N\ RILFNE &b s $ & VA H e 91) ), which came
into effect on January 1, 2020 and replaced the Regulations on Implementing the Sino-Foreign
Equity Joint Venture Enterprise Law ( (T3 NRILFNE FrobS ELE B IEEE RG] ),
Provisional Regulations on the Duration of Sino-Foreign Equity Joint Venture Enterprise Law
( {PINGEZECEGEREITHE) ), the Regulations on Implementing the Wholly
Foreign-Owned Enterprise Law ( (PHEARICHEINESZEEEMHEAAI) ) and  the

Regulations on Implementing the Sino-Foreign Cooperative Joint Venture Enterprise Law

( (A RIEAE AN SRR D SEEEEA AL ).

The NDRC and the MOFCOM jointly issued the Special Administrative Measures
(Negative List) for Foreign Investment Access (2021 version) ( {ZMEH & HEA SR I HLHE i
(AT B)(20214F/R)) ) (the “2021 Negative List”) on December 27, 2021, to replace the
previous encouraging catalog and negative list thereunder. The Special Administrative
Measures (Negative List) for Foreign Investment Access (2024 version) ( AP EHEAFER
S (B T ) (20244 M) ) ) (the “2024 Negative List”) has been officially adopted on
September 6, 2024, and will implement on November 1, 2024, after which the 2024 Negative
List will replace the 2021 Negative List. Pursuant to the Foreign Investment Law, the
Implementation Regulations and the 2021 Negative List, foreign investors shall not make
investments in prohibited industries as specified in the Negative List, while foreign
investments must satisfy certain conditions stipulated in the Negative List for investment in
restricted industries. Industries not listed in the Negative List are generally deemed
“permitted” for foreign investments. The 2021 Negative List sets out 31 industries which
foreign investments are prohibited or restricted, including domestic express delivery services
of letter. The 2024 Negative List sets out 29 industries which foreign investments are
prohibited or restricted, removing the restrictions on foreign investment access in the
manufacturing industry. Moreover, according to the 2021 Negative List, to issue shares abroad
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and list and trade shares overseas, any domestic enterprise engaging in the fields prohibited by
the 2021 Negative List, shall obtain the consent of the relevant competent authorities of the
State, and the overseas investors shall not participate in the operation and management of the
enterprise, and overseas investors’ shareholding percentage shall be subject to the relevant
provisions on administration of domestic securities investment by overseas investors. The
NDRC further clarified the meaning of “shall obtain the consent of the relevant competent
authorities of the State” through the Answers to Reporters’ Questions on the 2021 Negative List
by relevant officials of the NDRC disclosed on its official website, that is the review and
approval obtained by such domestic enterprise that the prohibition requirement under the 2021
Negative List does not apply to the overseas listing by such domestic enterprise.

According to the Measures for the Security Review of Foreign Investment ( {FMHIXE
LARFAMWHE) ) promulgated by the NDRC and the MOFCOM on December 19, 2020 and
became effective on January 18, 2021, any foreign investment that has or possibly has an
impact on state security shall be subject to security review in accordance with the provisions
hereof. A foreign investor or a party concerned in China shall take the initiative to make a
declaration to the working mechanism office prior to making the investment in any important
infrastructure, important transportation services and other important fields that concern state
security while obtaining the actual control over the enterprises invested in.

Regulations on Foreign Currency Exchange

The principal regulations governing foreign currency exchange in China are the
Regulations on Foreign Exchange Administration of the PRC ( {3 A RN [E 4 REE 4 P A
%) ) promulgated by the State Council on January 29, 1996 and amended on January 14, 1997
and August 5, 2008. Under the PRC foreign exchange regulations, payments of current account
items, such as profit distributions and trade and service-related foreign exchange transactions,
may be made in foreign currencies without prior approval from SAFE by complying with
certain procedural requirements. By contrast, approval from or registration with appropriate
government authorities is required where RMB is to be converted into foreign currency and
remitted out of China to pay capital expenses, such as direct investments, repayment of foreign
currency-denominated loans, repatriation of investments and investments in securities outside
of China.

In June 2016, SAFE issued the Circular on Reforming and Regulating Policies on the
Control over Foreign Exchange Settlement of Capital Accounts (€ [Bi 20 Fl R i & A TH B 4%
FEA HLEC SR A48 FN1) ) (“Circular 16”), which took effect on the same day. Circular 16 provides
that discretionary foreign exchange settlement applies to foreign exchange capital, foreign debt
offering proceeds and remitted foreign listing proceeds, and the corresponding Renminbi
obtained from foreign exchange settlement is not restricted from being used to extend loans to
related parties or repay the inter-company loans (including advances by third parties).

In January 2017, SAFE promulgated the Circular on Further Improving Reform of
Foreign Exchange Administration and Optimizing Genuineness and Compliance Verification
( B ZEAMEAE B Ja) R A — AP A A R P DI 58 3% LT S AR PMEFE AL 3EA) ) (“Circular
3”), which took effect on the same day. Circular 3 sets out various capital control measures
with respect to outbound remittance of funds from PRC entities to offshore entities. Circular
3 requires banks to verify board resolutions, tax filing forms, and audited financial statements
before wiring foreign invested enterprises’ foreign exchange distribution above US$50,000.
Moreover, pursuant to Circular 3, PRC entities must explain in detail the sources of capital and
how the capital will be used, and provide board resolutions, contracts and other proof as a part
of the registration procedure for outbound investment.
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In October 2019, SAFE issued the Notice of Further Facilitating Cross-border Trade and
Investment ( (BARME— S ALHERS BT 8 5 LA M ALAYIEAT) ) (“Circular 287), which took
effect on the same day. Circular 28 cancels the restrictions on domestic equity investments by
capital fund of non-investment foreign invested enterprises and allows non-investment foreign
invested enterprises to use their capital funds to lawfully make equity investments in China,
provided that such investments do not violate the Negative List and the target investment
projects are genuine and in compliance with laws. According to the Circular on Optimizing
Administration of Foreign Exchange to Support the Development of Foreign-related Business
( CBAEEAL SRS B SRR A 265 B R I3 A1) ), (“Circular 8”), issued by SAFE in April
2020, under the prerequisite of ensuring true and compliant use of funds and compliance with
the prevailing administrative provisions on use of income under the capital account, eligible
enterprises are allowed to make domestic payments by using their capital funds, foreign credits
and the income under capital accounts of overseas listing, without prior provision of the
evidentiary materials concerning authenticity to the bank for each transaction. The handling
banks shall conduct spot checks afterwards in accordance with the relevant requirements. The
interpretation and implementation in practice of Circular 28 and Circular 8 are still subject to
substantial uncertainties given they are newly issued regulations.

Regulations on Cyber Security, Data Security and Personal Information Protection

In recent years, PRC government authorities have enacted laws and regulations on
internet use to protect personal information from any unauthorized disclosure. The Decisions
on Protection of Internet Security enacted by the SCNPC ( (& AN RMAEX K& H L EH G
AHEE BB AL 2R PEE) ) in 2000, as amended on August 27, 2009, provides that, among
other things, the following activities conducted through the internet, if constituted a crime
according to PRC laws, are subject to criminal punishment: (i) intrusion into a strategically
significant computer or system; (ii) intentionally inventing and disseminating destructive
programs, such as computer viruses, to attack the computer system and the communications
network, thereby damaging the computer system and the communications networks; (iii)
violating national regulations, suspending the computer networks or the communication
services without authorization, causing the computer network or communication system to fail
to operate normally; (iv) leaking state secrets; (v) spreading false commercial information; or
(vi) infringing intellectual property rights through internet.

The Administrative Measures on the Security Protection of Computer Information
Network with International Connections ( {FlHEAR(E EAH4% B BRI A 20 2 A HLIRE ) ),
issued by the Ministry of Public Security on December, 1997 and amended in January 2011,
prohibit the use of the Internet in a manner that would result in the leakage of state secrets or
the spread of socially destabilizing content. The Provisions on Technological Measures for
Internet Security Protection ( CEHfHH % 2 IR#EFMTEEALE) ), promulgated in December
2005 by the Ministry of Public Security require all Internet service providers to keep records
of certain information about their users (including user registration information, log in and log
out time, IP address, content and time of posts by users) for at least 60 days and submit the
above information as required by laws and regulations. Under these measures, value-added
telecommunications services license holders must regularly update information security and
content control systems for their websites and must also report any public dissemination of
prohibited content to local public security authorities. If a value-added telecommunications
services license holder violates these measures, the Ministry of Public Security and the local
security bureaus may revoke its operating license and shut down its websites.
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The Administrative Measures for the Hierarchical Protection of Information Security
( U5 ELRHERREEIIEL) ) promulgated by the Ministry of Public Security, the State
Secrecy Bureau, the State Cipher Code Administration and the Information Office of the State
Council on June 22, 2007, divide the security protection of information systems into five
grades based on the degree of harm caused by the destruction of the information system to the
legitimate rights and interests of citizens, legal persons and other organizations, social public
order and public interests and the national security and require the operators of information
systems ranking Grade II or above to file an application with the local competent public
security authorities within 30 days since the date when its security protection grade is
determined or its information system is put into operation.

On July 1, 2015, the SCNPC issued the National Security Law of the PRC ( {(H%# AR
AN B XK % 42%) ), which came into effect on the same day, pursuant to which the state
shall safeguard the sovereignty, security and cybersecurity development interests of the state,
and that the state shall establish a national security review and supervision system to review,
among other things, foreign investment, key technologies, internet and information technology
products and services, and other important activities that are likely to impact the national
security of the PRC.

On May 28, 2020, the National People’s Congress adopted the PRC Civil Code ( '3
N BIEFE R #) ) (the “Civil Code”), which came into effect on January 1, 2021. Pursuant
to the Civil Code, the personal information of a natural person shall be protected by the law.
Any organization or individual shall legally obtain such personal information of others when
necessary and ensure the safety of such information, and shall not illegally collect, store, use,
process or transmit personal information of others, or illegally provide or disclose personal
information of others. Personal information of natural persons refers to all kinds of information
recorded by electronic or otherwise that can be used to independently identify or be combined
with other information to identify the natural persons’ names, date of birth, ID numbers,
biometric information, addresses, telephone numbers, e-mail addresses, health information and
whereabouts. The Civil Code revised the internet tort liability and further elaborated on “safe
harbour” rule with respect to an internet service provider from both the aspects of notice and
counter notice, including (i) upon receiving notice from the right holder that any network users
infringe on his/her civil rights, promptly adopting necessary protective measures such as
deletion, screening or disconnection of hyperlinks and referring right holders’ notice to
disputed internet user; and (ii) upon receiving counter-notice from the disputed internet user,
referring such counter-notice to the claiming right holder and informing him/her to take other
corresponding measures such as filing complaint with competent authorities or suit with courts.
The Civil Code also provides that where the internet service provider knew or should have
known the infringing acts of the network user but take no necessary measures, it shall be jointly
and severally liable with such internet user.

On November 7, 2016, the SCNPC promulgated the Cybersecurity Law of the PRC ( ('
N I 4L 2T5) ) (the “Cybersecurity Law”) and become effective as of June 1,
2017, which applies to the construction, operation, maintenance and use of networks as well
as the supervision and administration of cybersecurity in the PRC. According to the
Cybersecurity Law, network operators shall comply with laws and regulations and fulfill their
obligations to safeguard security of the network when conducting business and providing
services. Those who provide services through networks shall take technical measures and other
necessary measures pursuant to the mandatory requirements of laws, regulations and national
standards to safeguard the safe and stable operation of the networks, respond to network
security incidents effectively, prevent illegal and criminal activities, and maintain the integrity,
confidentiality and usability of network data, and the network operator shall not collect the
personal information irrelevant to the services it provides or collect or use the personal
information in violation of the provisions of laws or agreements between both parties.
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On June 10, 2021, the SCNPC promulgated the Data Security Law of PRC ( (% AR
AN EPEZ A7) ) (the “Data Security Law™) which became effective on September 1,
2021. The Data Security Law mainly sets forth specific provisions regarding establishing basic
systems for data security management, including hierarchical data classification management
system, risk assessment system, monitoring and early warning system, and emergency disposal
system.

In August 2021, the Standing Committee of the National People’s Congress promulgated
the Personal Information Protection Law ( (MBI AfFEf&5#:) ) which took effect in
November 2021. The Personal Information Protection Law requires, among others, that (i) the
processing of personal information should have a clear and reasonable purpose which should
be directly related to the processing purpose, using a method that has the least impact on
personal rights and interests, and (ii) the collection of personal information should be limited
to the minimum scope necessary to achieve the processing purpose to avoid the excessive
collection of personal information.

Different types of personal information and personal information processing will be
subject to various rules on consent, transfer, and security. Entities handling personal
information shall bear responsibility for their personal information handling activities, and
adopt necessary measures to safeguard the security of the personal information they handle.
Otherwise, personal information processors could be subject to liability for their processing
activities, including rectification, or suspension or termination of their provision of their
services as well as confiscation of illegal income, fines or other penalties. As the Data Security
Law, the Personal Information Protection Law and relevant rules and regulations are constantly
evolving and may be amended from time to time, we may be required to make further
adjustments to our business practices to comply with these laws, rules and regulations.

In the meantime, the PRC regulatory authorities have also enhanced the supervision and
regulation on cross-border data transfer. In July 2022, the CAC promulgated the Measures for
the Security Assessment of Cross-border Data Transmission ( CEHEHIRL2FEAGHEE) ),
which came into effect in September 2022 and regulate the security assessment on the
cross-border data transfer by data processor of important data and personal information
collected and generated during operations within the PRC. According to these measures, data
processors will be subject to security assessment conducted by the CAC prior to any
cross-border transfer of data if the transfer involves (i) important data; (ii) personal
information transferred overseas by operators of critical information infrastructure or a data
processor that has processed personal data of more than one million persons; (iii) personal
information transferred overseas by a data processor who has already provided personal data
of 100,000 persons or sensitive personal data of 10,000 persons overseas since January 1 of last
year; or (iv) other circumstances as requested by the CAC. According to the official
interpretation by the official of the CAC, cross-border data transfer activities subject to these
measures include (1) the transmission and storage overseas by data processors of the data
generated during PRC domestic operations, and (2) the access to or use of the data collected
and generated by data processors and stored in the PRC by overseas institutions, organizations
or individuals. Furthermore, any cross-border data transfer activities conducted in violation of
the Measures for the Security Assessment of Cross-border Data Transmission before the
effectiveness of these measures are required to be rectified by end of February 2023.

Another example is that, on February 24, 2023, the Provisions on the Prescribed
Agreement on Cross-border Data Transfer ( {ffl A5 5 HIRIEHE A FRIHFL) ) (the “Provisions
on Prescribed Agreement”) were promulgated by the CAC, which took effect on June 1, 2023.
The Provisions on Prescribed Agreement attach the prescribed template for cross-border data
transfer agreement that could be used to satisfy one of the conditions for cross-border transfer
of personal information under Article 38 of the Personal Information Protection Law.
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In April 2020, the CAC, the NDRC, the MIIT, and several other governmental authorities
jointly issued the Measures for Cybersecurity Review ( (ML EFEIHL) ) (the
“Cybersecurity Review Measures”), which came into effect in June 2020. According to the
Cybersecurity Review Measures, the purchase of cyber products and services mainly including
core network equipment, high-performance computers and servers, mass storage devices, large
databases and application software, network security equipment, cloud computing services,
and other products and services that have an important impact on the security of critical
information infrastructure which affects or may affect national security is subject to
cybersecurity review by the Cybersecurity Review Office. In December 2021, the CAC,
together with certain other PRC governmental authorities, promulgated the Revised
Cybersecurity Review Measures which replaced the then-effective version and took effect in
February 2022. According to the Revised Cybersecurity Review Measures, operators of critical
information infrastructure who purchase network products and services and network platform
operators who carry out data processing activities that affect or may affect national security
shall be subject to cybersecurity review. In addition, network platform operators with personal
information of over one million users must apply for a cybersecurity review before listing
abroad. Relevant competent governmental authorities may also initiate cybersecurity review if
they determine certain network products, services or data processing activities affect or may
affect national security. Article 10 of the Revised Cybersecurity Review Measures also sets out
certain general factors that are the focus in assessing the national security risk in a
cybersecurity review, including (i) the risks of critical information infrastructure being
illegally controlled by any individual or organization or subject to interference or destruction;
(i1) the harm caused by the disruption of the supply of the product or service to the continuity
of critical information infrastructure business; (iii) the security, openness, transparency and
diversity of sources of the product or service, the reliability of supply channels, and risks of
supply disruption due to political, diplomatic, trade and other factors; (iv) compliance with
PRC laws, administrative regulations and department rules by the provider of the product or
service; (v) the risk of core data, important data or a large amount of personal information
being stolen, leaked, damaged, illegally used, or illegally transmitted overseas; (vi) the risk
that critical information infrastructure, core data, important data or a large amount of personal
information for a listing being affected, controlled, and maliciously used by foreign
governments, as well as network information security risks; and (vii) other factors that may
endanger the security of critical information infrastructure, cybersecurity and data security.

Furthermore, on September 30, 2024, the State Council released the Network Data
Regulation ( (AH4&HIEL 2 FEMA1) ), which shall come into force on January 1, 2025. The
Network Data Regulation is not only the first at the administrative regulation level specifically
for network data security, but it also serves as a comprehensive implementing regulation for the
compliance requirements set out by the Cybersecurity Law, Data Security Law, and Personal
Information Protection Law. The Network Data Regulation introduces several key obligations,
including requiring network data handlers to specify the purpose and method of personal
information processing, as well as the types of personal information involved, before any
personal information is handled. It also clarifies definitions for important data, outlines the
obligations of those handling important data, establishes broader contractual requirements for
data sharing between data handlers, and introduces a new exemption for regulatory obligations
regarding cross-border data transfers. As of the data of this document, the Network Data
Regulation has not yet come into force. It remains to be seen how this regulation will be
interpreted and implemented, and to what extent it will affect our operations.

According to the Administrative Provisions on Security Vulnerability of Network
Products ( {#4% 7 fh % 2T HHE) ) jointly promulgated by the MIIT, the CAC and the
Ministry of Public Security, which came into effect in September 2021, network product
providers, network operators as well as organizations or individuals engaging in the network
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product security vulnerability discovery, collection, release and other activities shall establish
channels to receive information of security vulnerability of their respective network products
and shall examine and fix such security vulnerability in a timely manner. Network product
providers are required to report relevant security vulnerability of network products with the
MIIT within two days of discovery and provide technical support to network product users.
Network operators shall take measures to examine and fix security vulnerability after
discovering or becoming aware that their networks, information systems or equipment have
security loopholes. According to these provisions, the network product providers and network
operators who fail to perform the aforementioned obligations may be subject to administrative
penalty in accordance with the Cybersecurity Law.

The CAC is responsible for organizing and implementing cybersecurity reviews, while
the competent departments in key industries such as finance, telecommunications, energy and
transport shall be responsible for organizing and implementing security review of cyber
products and services in their respective industries or fields.

Regulations on Taxation
The PRC Enterprise Income Tax

Under the Enterprise Income Tax Law of the PRC ( {3 A\ RILFNE] 253 FLE) )
(the “EIT Law”), which was first promulgated on March 16, 2007 and amended on February
24, 2017 and December 29, 2018, and its implementing rules, enterprises are classified as
resident enterprises and non-resident enterprises. PRC resident enterprises typically pay an
enterprise income tax at the rate of 25% while non-PRC resident enterprises without any
branches in the PRC should pay an enterprise income tax in connection with their income from
the PRC at the tax rate of 10%. An enterprise established outside of the PRC with its “de facto
management bodies” located within the PRC is considered a “resident enterprise,” meaning
that it can be treated in a manner similar to a PRC domestic enterprise for enterprise income
tax purposes. The implementing rules of the EIT Law define a de facto management body as
a managing body that in practice exercises “substantial and overall management and control
over the production and operations, personnel, accounting, and properties” of the enterprise.

The EIT Law and the implementation rules provide that an income tax rate of 10% will
normally be applicable to dividends payable to investors that are “non-resident enterprises,”
and gains derived by such investors, which (a) do not have an establishment or place of
business in the PRC or (b) have an establishment or place of business in the PRC, but the
relevant income is not effectively connected with the establishment or place of business to the
extent such dividends and gains are derived from sources within the PRC. Such income tax on
the dividends may be reduced pursuant to a tax treaty between China and other jurisdictions.

Pursuant to the EIT Law, the expenses of an enterprise for the research and development
of new technologies, new products and new process may be additionally calculated and
deducted when calculating the taxable amount of incomes. The implementation rules of the EIT
Law specifies that, the term “additional deduction of research and development expenses”
means that, where the research and development expenses that are actually incurred for the
purpose to develop new technologies, new products and new crafts and do not constitute
intangible assets are recorded into the current profit or loss, such expenses shall be deducted
from the taxable income for the current year at 50% of the actual amount incurred in the current
year and on an actual basis as required; if intangible assets are constituted, such expenses shall
be amortized at 150% of the costs of the intangible assets before tax.
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Pursuant to the Notice on Increasing the Ratio of the Additional Deduction of Research
and Development Expenses ( BRI HE =075 B2 FBLETINSHIER LB ) ), which was
promulgated by the Ministry of Finance of the PRC, the SAT and the Ministry of Science and
Technology of the PRC on September 20, 2018 and became effective on the same day, with
respect to the research and development expenses that are actually incurred in the research and
development activities of the enterprise, an extra 75% of the actual amount of expenses is
deductible before tax, in addition to other actual deductions, during the period from January 1,
2018 till December 31, 2020, provided that the said expenses are not converted into the
intangible asset and balanced into the enterprise’s current gains and losses; however, if the said
expenses have been converted into the intangible asset, such expenses may be amortized at a
rate of 175% of the intangible asset’s costs before tax during the above-said period.

According to the EIT Law, certain high-tech enterprises are entitled to a reduced EIT rate
of 15%. The Administrative Measures for Certification of High and New Technology
Enterprises ( {EH A 3580 B HHFE) ) which was amended on January 29, 2016 and
became effective on January 1, 2016, provides that, an enterprise legally certificated as a High
and New Technology Enterprise is entitled to apply for preferential income tax policies
according to EIT law and relevant regulations. A qualified enterprise will be issued the High
and New Technology Enterprise Certificate (Fi#iHfli{>3£7 ) and the qualification of a
certificated enterprise shall be valid for a term of three years from the issuance date of the
certificate.

Pursuant to the Arrangement Between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation on Income ( {INHUFIFUEFERITT
B B 7 3 T A5 e B B EE OB AN B IR IR % HE) ) (the  “Double  Tax  Avoidance
Arrangement”) and other applicable PRC laws, if a Hong Kong resident enterprise is
determined by the competent PRC tax authority to have satisfied the relevant conditions and
requirements under such Double Tax Avoidance Arrangement and other applicable laws, the
10% withholding tax on the dividends the Hong Kong resident enterprise receives from a PRC
resident enterprise may be reduced to 5% upon receiving approval from in charge tax authority.
However, based on the Notice on Certain Issues with Respect to the Enforcement of Dividend
Provisions in Tax Treaties ( CBAIATBLUCI & B RECE BB ERMEAT) ) issued on
February 20, 2009 by the SAT, if the relevant PRC tax authorities determine, in their discretion,
that a company benefits from such reduced income tax rate due to a structure or arrangement
that is primarily tax-driven, such PRC tax authorities may adjust the preferential tax treatment.
On February 3, 2018, the SAT issued the Announcement on Certain Issues Concerning the
Beneficial Owners in a Tax Agreement ( BB E 25T A N A BIFERAE) )
(the “Circular 97), effective as of April 1, 2018, which provides guidance for determining
whether a resident of a contracting state is the “beneficial owner” of an item of income under
China’s treaties and similar arrangements. According to Circular 9, a beneficial owner
generally must be engaged in substantive business activities and an agent will not be regarded
as a beneficial owner and, therefore, will not qualify for these benefits.

Transfer Pricing

Pursuant to the EIT Law and its implement rules and the Law of the People’s Republic of
China on the Administration of Tax Collection ( "3 N R AN B AR E FE7%) ), which
was first promulgated on September 4, 1992 by the SCNPC and amended on February 28, 1995,
April 28, 2001, June 29, 2013 and April 24, 2015, related party transactions should comply
with the arm’s length principle. In the event that the related party transactions fail to comply
with the arm’s length principle resulting in the reduction of the enterprise’s taxable income, the
tax authority has power to make adjustments with reasonable methods within ten years from
the tax paying year that the non-compliant related party transaction had occurred. Pursuant to
such laws and regulations, any company entering into related party transactions with another
company shall submit an annual related party transactions reporting form (45 BH I 555 A5
i 3%) to the tax authority.
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Based on the Announcement of the State Administration of Taxation on Matters Relating
to the Improvement of Affiliated Declaration and Contemporaneous Document Management
( SR FRBUH A5 B 58 35 BA B FR R R VR A B SR I A4 ) ) promulgated  and
became effective on June 29, 2016, enterprises which have related-party transactions shall
prepare their contemporaneous documentation of related-party transactions ([ #& %) per tax
year and submit to the tax authority if required by the same. Contemporaneous documentation
includes the master file (F#8 SCH#), local file (A< SCHE) and special issue file (FFR S THCHE),
each of which is applied to different circumstances in relation to the related-party transactions
of the PRC company.

According to the Announcement of the State Administration of Taxation on Promulgating
the Administrative Measures for Special Tax Investigation Adjustments and Mutual Agreement
Procedures  ( CBZBH; AR Bl 1 5 Ak 1l 4 o o 22 ) 2 B AH L W P R PP A BRSP4 ) )
which partially repealed the Implementation Regulations for Special Tax Adjustments (Trial)
( CERRI AR B R B B it 22 (547)), and was issued on March 17, 2017 and became effective on
May 1, 2017 and was amended on June 15, 2018, if an enterprise receives a special tax
adjustment risk warning from tax authorities or detects in itself any special tax adjustment risk,
the enterprise may carry out voluntary adjustments regarding tax payment matters and the
relevant tax authority may still proceed with special tax investigation adjustment procedures
according to the relevant provisions.

VAT and Business Tax

Pursuant to the Provisional Regulations on Value-Added Tax of the PRC (2017 Revision)
( (e N R AR B (ERLE 1 Te91) (20174F1&7])) as amended on November 19, 2017 by the
State Council, and its implementation regulations, unless stated otherwise, for VAT payers who
are selling or importing goods, and providing processing, repairs and replacement services in
the PRC, the tax rate is 17%. According to provisions in the Notice on Adjusting the Value
added Tax Rates (Caishui [2018] No. 32) ( CBRlIAFH#E I EBIBHR AR UHL[2018]325%)) )
issued by MOF and the SAT on April 4, 2018, where taxpayers make VAT taxable sales or
import goods, the applicable tax rates shall be adjusted from 17% to 16% and from 11% to
10%, respectively. The Notice takes effect on May 1, 2018, and the adjusted VAT rates take
effect at the same time according to the Notice.

Pursuant to provisions in the Announcement on Relevant Policies for Deepening
Value-Added Tax Reform (Announcement of the Ministry of Finance, the State Taxation
Administration and the General Administration of Customs [2019] No. 39) ( B EILHEERL
MHEABBORNAE) ) (MFBG - BUBAR - BB E A 520194E553998)  issued by
Ministry of Finance, SAT and General Administration of Customs on March 20, 2019, with
respect to VAT taxable sales or imported goods of VAT general taxpayers, the applicable tax
rates shall be adjusted from 16% to 13% and from 10% to 9%, respectively. The Announcement
took effect on April 1, 2019, and the adjusted VAT rates has come into effect at the same time
according to the Announcement.

According to The Notice of the Ministry of Finance and the State Administration of
Taxation on VAT and Consumption Tax Policies for Exported Goods and Services ( {FAELES
B X Bl 15 A8 SR B 7t 1 R S5 S S (B RV B BLBOR 48 1) ), which was promulgated on
May 25, 2012 by the Ministry of Finance of the PRC and SAT, of which some terms became
effective from January 1, 2011, and other terms became effective from July 1, 2012, exported
goods and services of export enterprises are eligible for VAT exemption and refund policy.
Except for the export VAT refund rate (hereafter referred to as the “tax refund rate”) otherwise
provided for by the Ministry of Finance and SAT according to the decision of the State Council,
the tax refund rate for exported goods shall be the applicable tax rate. SAT shall promulgate
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the tax refund rate through the Tax Refund Rate Catalog of Exported Goods and Services
according to the aforesaid provisions for the implementation of the tax authorities and
taxpayers. In the event of adjustment to the tax refund rate, the implementing date shall be
subject to the export date as indicated in the Customs Declaration of Goods for Export
(specifically for export tax refund) (including the goods under process, repair and fitting)
except as otherwise provided.

Dividends Distribution

The principal laws, rules and regulations governing dividend distributions by foreign
invested enterprises in the PRC are the Company Law, promulgated in 1993 and latest amended
in 2018, and the Foreign Investment Law and its Implementing Regulations. Under these
requirements, foreign-invested enterprises may pay dividends only out of their accumulated
profit, if any, as determined in accordance with PRC accounting standards and regulations. A
PRC company is required to allocate at least 10% of their respective accumulated after-tax
profits each year, if any, to fund certain capital reserve funds until the aggregate amount of
these reserve funds have reached 50% of the registered capital of the enterprises. A PRC
company is not permitted to distribute any profits until any losses from prior fiscal years have
been offset. Profits retained from prior fiscal years may be distributed together with
distributable profits from the current fiscal year.

According to the Civil Procedure Law of the People’s Republic of China ( {13 A K1k
B RFEFF7ATE) ) which was promulgated by the National People’s Congress on April 9,
1991 and most recently amended on September 1, 2023, the limitation period for an action to
recover a debt (including the recovery of declared dividends) is three years. The company must
not exercise its powers to forfeit any unclaimed dividend in respect of shares until after the
expiry of the applicable limitation period.

Pursuant to the Individual Income Tax Law of the PRC ( <H 3 A\ R ILAN B A 15
%) ), which was most recently amended on August 31, 2018, and the Implementation
Provisions of the Individual Income Tax Law of the PRC ( €3 A\ RALFN B R A 158115 T
TG 51 ) ), which was most recently amended on December 18, 2018, dividends distributed by
PRC enterprises are subject to individual income tax levied at a flat rate of 20%. For a foreign
individual who is not a resident of the PRC, the receipt of dividends from an enterprise in the
PRC is normally subject to individual income tax of 20% unless specifically exempted by the
tax authority of the State Council or reduced by relevant tax treaty.

Pursuant to the EIT Law and the Regulation on the Implementation of the Enterprise
Income Tax Law of China provides that since January 1, 2008, an enterprise income tax rate
of 10% will normally be applicable to dividends declared to non-PRC resident investors which
do not have an establishment or place of business in the PRC, or which have such establishment
or place of business but the relevant income is not effectively connected with the establishment
or place of business, to the extent such dividends are derived from sources within the PRC,
unless any such non-PRC resident investors’ jurisdiction of incorporation has a tax treaty with
China that provides for a preferential withholding arrangement.

Non-resident investors residing in jurisdictions which have entered into treaties or
adjustments for the avoidance of double taxation with the PRC might be entitled to a reduction
of the Chinese EIT imposed on the dividends received from PRC companies. The PRC
currently has entered into avoidance of double taxation treaties or arrangements with Hong
Kong, Macau, and a number of countries and regions including Australia, Canada, France,
Germany, Japan, Malaysia, the Netherlands, Singapore, the United Kingdom and the U.S.
Non-PRC resident enterprises entitled to preferential tax rates in accordance with the relevant
taxation treaties or arrangements are required to apply to the Chinese tax authorities for a
refund of the EIT in excess of the agreed tax rate, and the refund application is subject to
approval by the Chinese tax authorities.
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Regulations on Labor, Social Insurance and Housing Accumulation Funds
Labor

Pursuant to the PRC Labor Law ( (H#EARILAEESEL) ) and the PRC Labor
Contract Law ( (H#E ARILFE S H) &%) ) (the “Labor Contract Law”), employers
must execute written labor contracts with full-time employees. All employers must comply
with local minimum wage standards. Violations of the Labor Contract Law and the PRC Labor
Law may result in the imposition of fines and other administrative and criminal liability in the
case of serious violations. In addition, the Labor Contract Law also imposes requirements on
the use of employees of temp agencies, who are known in China as “dispatched workers”.
Dispatched workers are entitled to equal pay with full-time employees for equal work.
Employers are only allowed to use dispatched workers for temporary, auxiliary or substitutive
positions. The Interim Provisions on Labor Dispatching ( {(ZHESIREETHIE) ), issued by
the Ministry of Human Resources and Social Security of the PRC in January 2014 and came
into effect in March 2014, requires the number of dispatched workers to not exceed 10% of the
total number of workers, which refers to the sum of the number of employees with a labor
contract with the employer and the number of dispatched workers the employer employed.

Social Insurance and Housing Accumulation Funds

As required under the Regulation of Insurance for Labor Injury ( (LAGPREREA) ) first
implemented on January 1, 2004 and amended in 2010, the Provisional Measures for Maternity
Insurance of Employees of Corporations ( {20k TAEF REBFTHHE) ) came into effect on
January 1, 1995, the Decisions on the Establishment of a Unified Program for Basic Old-Aged
Pension Insurance of the State Council ( BB BE A EE 37 48— 1 A SET T HE AR5 2 AR g il
BIELED ) issued on July 16, 1997, the Decisions on the Establishment of the Medical
Insurance Program for Urban Workers of the State Council ( B B B i 2 37 Ik Sk T34
FEEROR B BEARI P E ) ) promulgated on December 14, 1998, the Unemployment Insurance
Measures ( (RZEMRBEMMAI) ) promulgated on January 22, 1999, the Interim Regulations
Concerning the Collection and Payment of Social Insurance Premiums ( <ft&r B 2 e
17141) ) amended by the State Council and coming into effect on March 24, 2019 and the
Social Insurance Law of the PRC ( (¥ A\ RILFNE 4t € £ Bk ) ) which was released by the
SCNPC on October 28, 2010, came into force on July 1, 2011 and was then amended on
December 29, 2018, enterprises are obliged to provide their employees in the PRC with welfare
schemes covering basic pension insurance, unemployment insurance, maternity insurance,
work injury insurance and basic medical insurance. These payments are made to local
administrative authorities and any employer that fails to contribute may be fined and ordered
to make up within a prescribed time limit.

Pursuant to the Regulation on the Administration of Housing Accumulation Funds ( {fF
fm ATE B RG] ) released by the State Council on April 3, 1999 and came into force on
the same day, which latest amended by the State Council and coming into effect on March 24,
2019, an employer shall pay the housing accumulation funds for its employees in accordance
with the relevant provisions of the state.

On September 18, 2018, the general meeting of State Council announced that the policies
for social insurance shall remain unchanged until the reform has been completed for the
transfer of the authority for social insurance from the Ministry of Human Resources and Social
Security to the SAT on January 1, 2019. On September 21, 2018, the Ministry of Human
Resources and Social Security released an Urgent Notice on Notice of Certain Measures on
Further Supporting and Serving the Development of Private ( B B HI%E B BIHS b ¥ 5 & ik
i o) B Al e A AR B IR CAERY 2 28 K1) ) and required that the policies for both the
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rate and basis of social insurance contributions shall remain unchanged until the reform on the
transfer of the authority for social insurance has been completed. On November 16, 2018, the
SAT released the Notice of Certain Measures on Further Supporting and Serving the
Development of Private ( B EEHE 5 SCREFNIRES B S8 88 R 2 TS A A ) ),
which provided that the policy for social insurance shall remain stable and the SAT will pursue
to lower the social insurance contribution rates with the relevant authorities, and ensure the
overall burden of social insurance contribution on enterprises will be lowered.

Regulations on Leasing

According to the PRC Civil Code, an owner of immovable or movable property is entitled
to possession, use, earnings, and disposal of such property in accordance with the law. Subject
to the consent of the lessor, the lessee may sublease the leased premises to a third party. Where
a lessee subleases the premises, the lease contract between the lessee and the lessor remains
valid. The lessor is entitled to terminate the lease if the lessee subleases the premises without
the consent of the lessor. In addition, if the ownership of the leased premises changes during
the lessee’s possession in accordance with the terms of the lease contract, the validity of the
lease contract shall not be affected. Moreover, pursuant to the PRC Civil Code, if the
mortgaged property has been leased and transferred for occupation prior to the establishment
of the mortgage right, the original tenancy shall not be affected by such mortgage right.

On December 1, 2010, the Ministry of Housing and Urban-Rural Development
promulgated the Administrative Measures on Leasing of Commodity Housing ( <7 & 75 =l
EE ML) ), which became effective on February 1, 2011. According to such measures, the
lessor and the lessee are required to complete property leasing registration and filing
formalities within 30 days from execution of the property lease contract with the development
authorities or real estate authorities of the municipality or county where the leased property is
located. If a company fails to do as aforesaid, it may be ordered to rectify within a stipulated
period, and if such company fails to rectify, a fine ranging from RMB 1,000 to RMB10,000 may
be imposed on each lease agreement.

According to the Interpretation of the Supreme People’s Court on Several Issues
concerning the Application of Law in the Trial of Cases about Disputes Over Lease Contracts
on Urban Buildings (2020 version) ( {#5 i A R Be B it 5 FIR S 5 2 A0 & & W a4 20 2L
JRE FRA A T M R MR RE(2020181E)) ), which took effect on January 1, 2021, if the
ownership of the leased premises changes during lessee’s possession in accordance with the
terms of the lease contract, and the leasee requests the assignee to continue to perform the
original lease contract, the PRC court shall support it, except that the mortgage right has been
established before the lease of the leased premises and the ownership changes due to the
mortgagee’s realization of the mortgage right.

On July 14, 2023, the National Fire and Rescue Administration promulgated
Administrative Measures for the Administration of Fire Safety in Leased Factory Buildings and
Warehouses (for Trial Implementation) ( {FHE RS FE B B & 25 AL GRTT)) ), which
clarifies the respective fire safety management responsibilities of the lessor and lessee of the
leased plant warehouse, and allows the lessor and lessee to stipulate their respective fire safety
management responsibilities through the contract. According to the Administrative Measures
for the Administration of Fire Safety in Leased Factory Buildings and Warehouses (for Trial
Implementation), the lessor and lessee of a leased factory building or warehouse shall clarify
the fire safety responsibilities of all parties concerned in writing, and if they fail to clarify such
responsibilities in writing, the lessor shall be responsible for unified management of the
common evacuation passages, safety exits, building fire control facilities and fire control
engine passages, and the lessee shall be responsible for fire safety of the leased factory
building or warehouse.
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Regulations on Environmental Protection
Environmental Protection Law

The Environmental Protection Law of the PRC ( {3 \ R ILFNR ERE (R 5#74) ), or the
Environmental Protection Law, was promulgated and effective on December 26, 1989, and
most recently revised on April 24, 2014. The Environmental Protection Law has been
formulated for the purpose of protecting and improving both the living and the ecological
environment, preventing and controlling pollution and other public hazards and safeguarding
people’s health. According to the provisions of the Environmental Protection Law, in addition
to other applicable laws and regulations of the PRC, the Ministry of Environmental Protection
and its local counterparts are responsible for administering and supervising environmental
protection matters. Pursuant to the Environmental Protection Law, construction projects that
have environmental impact shall be subject to an environmental impact assessment.
Installations for the prevention and control of pollution in construction projects must be
designed, built and commissioned together with the principal construction plan of the project.
Such installations shall not be dismantled or left idle without authorization from the competent
government agencies.

Consequences of violations of the Environmental Protection Law include warnings, fines,
rectification within a time limit, forced shutdown, or criminal punishment on Environment
Impact Assessment

Laws on Environment Impact Assessment

Pursuant to the Law of the People’s Republic of China on Environment Impact
Assessment ( (3N RICHBR RS 2 5E{E7%) ) issued on October 28, 2002 and most
recently amended on December 29, 2018, the State Council implemented an environmental
impact assessment, or EIA, to classify construction projects according to the impact of the
construction projects on the environment. Constructing entities shall prepare an environmental
impact report, or an EIR, or an environmental impact statement, or an EIS, or fill out the EIR
Form according to the following rules: (i) for projects with potentially serious environmental
impacts, an EIR shall be prepared to provide a comprehensive assessment of their
environmental impacts; (ii) for projects with potentially mild environmental impacts, an EIS
shall be prepared to provide an analysis or specialized assessment of the environmental
impacts; and (iii) for projects with very small environmental impacts, an EIS is not required
but an EIR form shall be completed.

On November 30, 2020, the Ministry of Ecology and Environment of the PRC
promulgated the Classified Administration Catalog of Environmental Impact Assessments for
Construction Projects (2021 version) ( {EEakJH H IR 2EHE S BUE H A 8 (20214F/R)) ),
or Classified Administration Catalog (2021 version), which became effective on January 1,
2021. According to Classified Administration Catalog (2021 version), food and beverage
services are not included in the management of EIA of construction projects.

Regulations on Intellectual Property

The PRC has adopted comprehensive legislation governing intellectual property rights,
including copyrights, patents, trademarks and domain names.
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Copyright

Copyright in the PRC, including copyrighted computer software, is principally protected
under the Copyright Law of the PRC ( {3 A RILFIE EVERE) ) (the “Copyright Law”),
which was most recently amended in November 2020 and became effective in June 2021, and
its implementation rules. According to the Copyright Law, the term of protection for
copyrighted computer software shall be 50 years. Reproducing, distributing, performing,
projecting, broadcasting or compiling a work or communicating the same to the public via an
information network without permission from the owner of the copyright therein, unless
otherwise provided in the Copyright Law, shall constitute infringements of copyrights. The
infringer shall, according to the circumstances of the case, undertake to cease the infringement,
take remedial action, and offer an apology and pay damages.

Patent

The Patent Law of the PRC ( ¥ A\ RILFIFFH A1) ) promulgated by the Standing
Committee of the National People’s Congress in March 1984, which was most recently
amended in October 2020 and became effective in June 2021, provides for three types of
patents, “invention”, “utility” and “design”. To be patentable, invention or utility models must
meet three criteria: novelty, inventiveness and practicability. The National Intellectual Property

Administration is responsible for examining and approving patent applications.
Trademark

The Trademark Law of the PRC ( (¥ NRILFBEFIELE) ) promulgated by the
Standing Committee of the National People’s Congress in August 1982 with the latest
amendment being effective in November 2019, and its implementation rules promulgated by
the State Council in August 2002 with the latest amendment being effective in May 2014,
protect registered trademarks. The Trademark Office of National Intellectual Property
Administration is responsible for the registration and administration of trademarks throughout
the PRC. The Trademark Law has adopted a “first-to-file” principle with respect to trademark
registration. A registration application for a trademark that is identical or similar to another
trademark which has already been registered or given preliminary examination may be
rejected. Trademark registration is effective for a renewable ten-year period, unless otherwise
revoked.

Domain Name

Domain names are protected under the Administrative Measures on the Internet Domain
Names ( EBAAZ E L) ), which was promulgated by the MIIT in August 2017 and
became effective in November 2017. The MIIT is the major regulatory body responsible for the
administration of the PRC internet domain names, under supervision of which the China
Internet Network Information Center is responsible for the daily administration of .cn domain
names and Chinese domain names. CNNIC adopts the “first to file” principle with respect to
the registration of domain names. In November 2017, the MIIT promulgated the Notice of the
Ministry of Industry and Information Technology on Regulating the Use of Domain Names in
Providing Internet-based Information Services ( L 3EH1{5 B Al 55 BH A 15 0 FL 0k 4 5 2 IR fef
FAIE 4% 78 AT) ), which became effective in January 2018. Pursuant to the notice, the domain
name used by an internet-based information service provider in providing internet-based
information services must be registered and owned by such provider in accordance with the
law. If the internet-based information service provider is an entity, the domain name registrant
must be the entity (or any of the entity’s shareholders), or the entity’s principal or senior
manager.

- 116 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

REGULATORY OVERVIEW

Regulations on Securities and Overseas Listing

The Securities Law of the People’s Republic of China, which was promulgated by the
SCNPC on December 29, 1998, and was latest amended on December 28, 2019 and took effect
on March 1, 2020, comprehensively regulating activities in the PRC securities market
including issuance and trading of securities, takeovers by listed companies, securities
exchanges, securities companies and the duties and responsibilities of securities regulatory
authorities. The Securities Law further regulates that a domestic enterprise issuing securities
overseas directly or indirectly or listing their securities overseas shall comply with the relevant
provisions of the State Council and for subscription and trading of shares of domestic
companies using foreign currencies, detailed measures shall be stipulated by the State Council
separately. The CSRC is the securities regulatory body set up by the State Council to supervise
and administer the securities market according to law, maintain order in the market, and ensure
the market operates in a lawful manner. Currently, the issue and trading of H shares are
principally governed by the regulations and rules promulgated by the State Council and the
CSRC.

The PRC government has enhanced its regulatory oversight of Chinese companies listing
overseas. The Opinions on Intensifying Crack Down on Illegal Securities Activities ( B K
AR T B S B G HI Y & HL) ) issued in July 2021 called for (i) tightening oversight of
data security, cross-border data flow and administration of classified information, as well as
amendments to relevant regulations to specify responsibilities of overseas listed Chinese
companies with respect to data security and information security; (ii) enhanced oversight of
overseas listed companies as well as overseas equity fundraising and listing by Chinese
companies; and (iii) extraterritorial application of PRC securities laws.

On February 17, 2023, the CSRC released several regulations regarding the management
of filings for overseas offerings and listings by domestic companies, including the Trial
Measures for the Administration on Overseas Securities Offering and Listing by Domestic
Companies ( (JRABZERIMNEITHSM LT EMHITHNEL) ) (the “Overseas Listing Trial
Measures”) together with 5 supporting guidelines (together with the Overseas Listing Trial
Measures, collectively referred to as the “Overseas Listing Regulations”). Under Overseas
Listing Regulations, PRC domestic companies that seek to offer and list securities in overseas
markets, either in direct or indirect means, are required to file the required documents with the
CSRC within three working days after its application for overseas listing is submitted.

The Overseas Listing Regulations provides that no overseas offering and listing shall be
made under any of the following circumstances: (i) such securities offering and listing is
explicitly prohibited by provisions in laws, administrative regulations and relevant state rules;
(ii) the intended securities offering and listing may endanger national security as reviewed and
determined by competent authorities under the State Council in accordance with law; (iii) the
domestic company intending to make the securities offering and listing, or its controlling
shareholders and the actual controller, have committed crimes such as corruption, bribery,
embezzlement, misappropriation of property or undermining the order of the socialist market
economy during the latest three years; (iv) the domestic company intending to make the
securities offering and listing is suspected of committing crimes or major violations of laws
and regulations, and is under investigation according to law and no conclusion has yet been
made thereof; or (v) there are material ownership disputes over equity held by the domestic
company’s controlling shareholder or by other shareholders that are controlled by the
controlling shareholder and/or actual controller. Additionally, the Overseas Listing Regulations
stipulates that after an issuer has offering and listing securities in an overseas market, the issuer
shall submit a report to the CSRC within three working days after the occurrence and public
disclosure of (i) a change of control thereof, (ii) investigations of or sanctions imposed on the
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issuer by overseas securities regulators or relevant competent authorities, (iii) changes of
listing status or transfers of listing segment, and (iv) a voluntary or mandatory delisting.
Overseas offering and listing by domestic companies shall be made in strict compliance with
relevant laws, administrative regulations and rules concerning national security in spheres of
foreign investment, cybersecurity and data security, and duly fulfill their obligations to protect
national security.

On February 24, 2023, the CSRC and three other relevant government authorities jointly
promulgated the Provisions on Strengthening the Confidentiality and Archives Administration
Related to the Overseas Securities Offering and Listing by Domestic Enterprises ( B 5@
BN EE AN TR A E AR AR RS AR E) ), or the Provision on
Confidentiality. Pursuant to the Provision on Confidentiality, where a domestic enterprise
provides or publicly discloses any document or material that involving state secrets and
working secrets of state agencies to the relevant securities companies, securities service
institutions, overseas regulatory authorities and other entities and individuals, it shall report to
the competent department with the examination and approval authority for approval in
accordance with the law, and submit to the secrecy administration department of the same level
for filing. The working papers formed within the territory of the PRC by the securities
companies and securities service agencies that provide corresponding services for the overseas
issuance and listing of domestic enterprises shall be kept within the territory of the PRC, and
cross-border transfer shall go through the examination and approval formalities in accordance
with the relevant provisions of the State.

Regulations on Full Circulation of H shares

The Company shall comply with regulations on the H share “full circulation” to converse
its domestic shares into H shares and circulate on the Hong Kong Stock Exchange. Pursuant
to the Guidelines on Application for “Full Circulation” of Domestic Unlisted Shares of H-share
Companies (2023 Amendment) ( (HAXZA FIBEAA b0 i aE« 2 255545512023
1E)) ), or the Guidelines for the “Full Circulation”, promulgated and implemented by the
CSRC on November 14, 2019 and revised on August 10, 2023, shareholders of domestic
unlisted shares may determine by themselves through consultation the amount and proportion
of shares, for which an application will be filed for circulation, provided that the requirements
laid down in the relevant laws and regulations and set out in the policies for state-owned asset
administration, foreign investment and industry regulation are met. After domestic unlisted
shares are listed and circulated on the Stock Exchange, they may not be transferred back to
China.

According to the Notes on the Trial Administrative Measures of Overseas Securities
Offering and Listing by Domestic Companies ( {BHA <35 A7 SESE AN TRE 7 A0 b T8 3l AT
WEik>HEiEE) ), the New Regulations Filing aims to strengthening institutional inclusiveness
and deepening opening-up, and lays out “full circulation” arrangements. For the overseas
offering and listing by a domestic company, holders of its domestically-based domestic
unlisted shares are allowed after filing to convert the shares into overseas listed shares to be
circulated on overseas trading venues.

According to the Overseas Listing Trial Measures, “Full Circulation” represents the
shareholders of domestic unlisted shares of domestic companies, which directly offer and list
securities in overseas markets, converting its domestic unlisted shares into foreign listed shares
circulating in overseas markets. The shareholders of domestic unlisted shares shall authorize
the domestic company to file the “Full Circulation” application with CSRC by filing materials
on key compliance issues, including whether the “Full Circulation” has fulfilled adequate
internal decision-making procedures, necessary internal approvals and authorizations, and
whether the “Full circulation” involves approval or filing procedures set out in the laws,
regulations and policies for state-owned asset administration, industry supervision and foreign
investment, and if so, whether such approval or filing procedures have been performed.
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According to the Measures for Implementation of H-share “Full Circulation” Business
( (HBE“2 - EMAAI) ), or the Measures for Implementation, promulgated by the
China Securities Depository and Clearing Corporation Limited, or the CSDC, and Shenzhen
Stock Exchange, or the SZSE, on December 31, 2019, the businesses of cross-border transfer
registration, maintenance of deposit and holding details, transaction entrustment and
instruction transmission, settlement, management of participants and services of nominal
holders in relation to the H-share “full circulation business”, are subject to the Measures for
Implementation. Where there is no provision in the Measures for Implementation, it shall be
handled with reference to other business rules of the CSDC and China Securities Depository
and Clearing (Hong Kong) Company Limited, or the CSDC (Hong Kong), and SZSE.

In order to fully promote the reform of H-shares “Full Circulation” and clarify the
business arrangement and procedures for the relevant shares’ registration, custody, settlement
and delivery, the CSDC has promulgated the Circular on Issuing the Guide to the Program for
Full Circulation of H-shares ( (B EMi<HM 2y 2755 H8 m>nI4 A1) ) on February 7,
2020, which specifies the business preparation, account arrangement, cross-border share
transfer registration and overseas centralized custody.

LAWS AND REGULATIONS RELATED TO OUR BUSINESS IN THE U.S.

Businesses operating in the U.S. are subject to a variety of federal, state and local laws
and regulations (“U.S. Regulations”). The U.S. Regulations expected to be material to our
operations are those relating to, among others, product safety, product liability, data privacy
and customs and imports procedures as described below.

Product Safety

The law of product safety is primarily under the jurisdiction of the U.S. Consumer
Product Safety Commission (“CPSC”), an administrative agency of the U.S. federal
government that regulates certain classes of products sold to the public. The CPSC was
established pursuant to the 1972 Consumer Product Safety Act (as amended, the “CPSA”). The
CPSA is the umbrella statute at the federal level with respect to product safety for consumer
products.

The CPSA was amended by the U.S. Consumer Product Safety Improvement Act of 2008
(“CPSIA”) in 2008. The implementation of CPSIA was a significant overhaul of consumer
product safety laws in the U.S. and was designed to enhance federal and state efforts to
improve the safety of all products imported into and distributed in the U.S.. Products imported
into the U.S. which fail to comply with CPSIA’s requirements are subject to confiscation and
the importer and/or distributor in the U.S. is subject to civil penalties and fines, as well as
possible criminal prosecution.

Under the CPSIA, a “general conformity certification” is required for any consumer
product imported into the U.S. that is subject to a consumer product safety rule, standard,
regulation, or ban pursuant to the CPSA or issued by the CPSC. The requirement applies to all
subcontractors and importers of goods. Those parties must certify that their products comply
with all applicable consumer product safety rules and laws such as the CPSA, the Flammable
Fabrics Act, the Federal Hazardous Substance Act, and the Poison Prevention Act. The CPSA
specifies that certification must be based on a “test of each product or a reasonable testing
program.” The certificate must accompany the product or shipment of products, and a copy
must be furnished to each distributor or retailer and U.S. Customs and Border Protection
(“CBP”). The CPSC may also request a copy of the certification.
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The CPSA also contains several reporting requirements for subcontractors and sellers of
consumer products sold in the U.S. Section 15 of the CPSA requires a manufacturer or a seller
to inform the CPSC immediately in the event it obtains information that any of its products:
(1) creates a substantial risk of injury to consumers; (2) creates an unreasonable risk of serious
injury or death; or (3) fails to comply with an applicable consumer product safety rule or with
any other rule, regulation, standard, or ban under the CPSA or any other statute enforced by
the CPSC. The CPSC may require the manufacturer or the seller to cease distribution of the
product, and notify each person to whom the manufacturer or the seller knows such product
was sold of such noncompliance, defects or risk. In certain circumstances, the CPSC may
require the manufacturer or the seller to bring the product into conformity with the applicable
product safety rules, repair the defect in the product, replace the product with an equivalent
product that complies with the applicable product safety rules, issue a product recall and/or
refund the purchase price of the product.

Proposition 65

Proposition 65, officially known as the Safe Drinking Water and Toxic Enforcement Act
of 1986 (“Prop 657), is a California law that requires that California consumers receive
warnings regarding the presence of more than 800 chemicals known to cause cancer and/or
reproductive toxicity. The law is highly technical, constantly evolving, and actively enforced
by the government and private enforcement action. Under Prop 65, any person in the course of
doing business must provide a “clear and reasonable warning” before exposing individuals to
listed carcinogens and reproductive toxins in their products. Prop 65 provides detailed
requirements for the form, content, and placement of the required warning.

The probability that a company will be subject to Prop 65 regulations is high because of
how broadly the statute is worded. If a company manufactures, imports, distributes or sells a
product that will be sold in California either through brick and mortar or online stores, or if
a company has a physical presence of any kind in California (retail, office, warehouse, facility,
factory, plant), then that company must abide by Prop 65 requirements. Recently, the California
Office of Environmental Health Hazard Assessment (OEHHA) adopted a significant
amendment to the Prop 65 warning requirement allowing companies to provide notice of the
potentially toxic product either to the authorized agent for the business to whom they are
selling or transferring the product, i.e., the next business in line, or to the authorized agent for
the retail seller. Although this amendment appears to minimize the burden on companies,
paying careful attention to Prop 65 requirements is encouraged. Auditing Prop 65 compliance
well in advance could mean avoiding costly lawsuits, the loss of valuable business
opportunities or relationships, large monetary penalties, serious financial or reputational
damage, or even product recalls.

Product Liability Law

U.S. state law generally imposes liability on all subcontractors and retailers (and parties
in the supply chain) for injuries that result from unsafe, defective and dangerous products sold
to consumers. Product liability claims in the U.S. are typically based on three theories of law:
(1) strict liability, (2) negligence and (3) breach of warranty. In addition, as noted above, U.S.
laws and regulations can also obligate subcontractors and retailers (and parties in the supply
chain) to remedy product defects, which can include safety recall campaigns.

Parties involved in manufacturing, distributing or selling a product may be subject to
liability for harm caused by a defect in that product. There are three types of product defects,
namely, design defects, manufacturing defects and defects in marketing. In a negligence claim,
a defendant may be held liable for personal injury or property damage caused by the failure to
use due care. Strict liability claims, however, do not depend on the defendant’s level of care.

- 120 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

REGULATORY OVERVIEW

Instead, a defendant is liable when it is shown that an injury (personal or to property) occurred
as the result of a product’s defect. Breach of warranty is also a form of strict liability in the
sense that a showing of fault is not required. The plaintiff need only establish the warranty was
breached, regardless of how that came about. Companies that manufacture, distribute or sell a
product in a particular state may be subject to the jurisdiction of such state’s product liability
laws, whether the company’s jurisdiction of incorporation or principal place of business is in
that state, in another U.S. state or in a non-U.S. jurisdiction.

Product liability legal actions and recall campaigns in the U.S. could involve personal
injury and property damage and could involve claims for substantial monetary damages. The
results of any future litigation and claims involving product liability in the U.S. are inherently
unpredictable. Based on our past experience, we do not anticipate that, in the aggregate, the
outcome of any such litigation and claims involving us will have a material effect on our
consolidated financial position or liquidity; however, such outcome could be material to our
results of operations in particular period in which costs, if any are recognized by us.

Data Privacy

We are subject to a variety of laws and regulations in the U.S. that involve privacy, data
protection and personal information, data security, and data retention and deletion. In
particular, we are subject to federal, state, and foreign laws regarding privacy and protection
of people’s data. U.S. federal and state laws and regulations, which in some cases can be
enforced by private parties in addition to government entities, are constantly evolving and can
be subject to significant change. As a result, the application, interpretation, and enforcement
of these laws and regulations are often uncertain, particularly in the new and rapidly evolving
industry in which we operate, and may be interpreted and applied inconsistently from state to
state and country to country and inconsistently with our current policies and practices.

Import Tariffs and Customs Regulations

U.S. customs regulations (“Customs Regulations”), administered by CBP apply to any
products entering the U.S.. Those regulations cover, among other areas, valuation of goods,
classification, recordkeeping requirements, entry formalities, and laws related to duties and
tariffs. The U.S. imposes tariffs on certain goods imported from various countries. Tariff rates
are generally set forth in the Harmonized Tariff Schedule of the U.S. (HTS). Note that
embargoes, antidumping duties, countervailing duties, and other specific matters administered
by the U.S. executive branch are not contained in the HTSUS and that various regulations or
administrative actions could result in modification of these duties. Section 201 of the Trade Act
of 1974, 19 USC §2101 et. seq. (the “Trade Act”) permits the President of the U.S. to grant
temporary import relief by raising import duties or imposing non-tariff barriers (e.g., quotas)
on goods entering the U.S. that injure or threaten to injure domestic industries producing
similar goods. Section 301 of the Trade Act authorizes the President of the U.S. to take all
appropriate action, including retaliation, to obtain the removal of any act, policy, or practice
of a foreign government that violates an international trade agreement or is unjustified,
unreasonable, or discriminatory, and that burdens or restricts U.S. commerce. The law does not
require that the U.S. government wait until it receives authorization from the World Trade
Organization to take such enforcement actions.

Currently, U.S. and China trade policy has given rise to the imposition of significant
additional tariffs on products imported into the U.S. from China, and vice versa, under Sections
201 and 301 of the Trade Act.

Depending on the latest development of the trade negotiations between the U.S. and
China, the level and number of products subject to additional tariffs may change over time.
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The impacts resulting from additional tariffs relate to the particular products that will be
imported. These have been examined for classification under the HTS and also for additional
tariff purposes. The additional tariffs identified are sometimes referred to as “safeguard” tariffs
and include tariffs imposed under Section 301 of the Trade Act, as well as antidumping and
countervailing duties.

Trade Sanction — Section 301

Title III of the Trade Act of 1974 (Sections 301-310, 19 U.S.C. §§2411-2420), titled
“Relief from Unfair Trade Practices,” is often collectively referred to as “Section 301.” Section
301 provides a statutory means by which the U.S. imposes trade sanctions on foreign countries
that violate U.S. trade agreements or engage in acts that are “unjustifiable” or “unreasonable”
and burden U.S. commerce. To remedy a foreign trade practice, Section 301 authorizes the
United States Trade Representative (the “USTR”) to impose duties or other import restrictions,
as well as impose other remedies.

In August 2017, in response to China’s technology transfer, intellectual property, and
innovation policies/practices, the USTR made a finding that four Chinese intellectual property
rights-related practices are unreasonable (or discriminatory) and burden (or restrict) U.S.
commerce. The action taken includes the imposition of additional tariffs, ranging from 7.5%
to 25.0%, on approximately $370 billion worth of U.S. imports from China.

These tariffs are applicable to nearly all the goods examined for HTS/tariff review with
most goods subject to a 25% additional tariff, with a lesser number facing a 7.5% tariff or no
tariff.

On May 14, 2024, the USTR announced the results of an ongoing Section 301 “necessity
review.” The key points announced were that there would be no Section 301 tariffs reduced or
eliminated, and that there would be increased tariff rates for certain critical sectors that include
but are not limited to steel and aluminum, semiconductors, EV’s, lithium-ion EV batteries and
certain mineral and medical products.

Transfer Pricing

The U.S. has an extensive system of laws and practices designed to preserve the U.S. tax
base by preventing income from being shifted among related parties through the inappropriate
pricing of related party transactions. The U.S. transfer pricing regime seeks to ensure that
transactions involving the transfer of goods and services between related companies are made
on an arm’s length basis and are priced based on market conditions that permit profit to be
reflected in the appropriate tax jurisdiction. Where the results of a transaction do not reflect an
arm’s length price, the U.S. tax authority can reallocate the income to reflect the appropriate
price and in some cases, impose monetary penalties for substantial or deliberate inaccuracy.

The U.S. Congress has enacted legislation and the US Treasury Department has
promulgated regulations to control transfer pricing, all of which are administered and enforced
by the Internal Revenue Service (“IRS”). On 22 December 2017, the Tax Cuts and Jobs Act
(Tax Act) became law. The Tax Act represents a comprehensive reform to the Internal Revenue
Code (“IRC”). Among its many changes, the Tax Act lowered the federal corporate income tax
rate to 21% and overhauled the international tax provisions of the IRC, which may cause many
multi-national companies to reevaluate their transfer pricing arrangements. Additionally, the
Tax Act amended the IRC’s transfer pricing provisions, which will directly affect transfers of
intangible property. Federal tax legislation is contained in the IRC. Specifically, Section 482
of the IRC governs transfer pricing and applies when two or more organizations, trades, or
businesses (regardless of form and place of the organization) are owned or controlled, directly
or indirectly, by the same interests. The general rule of Section 482 authorizes the IRS to
reallocate income, deductions, credits or allowances among the members of a controlled group
of entities to ensure clear reflection of income or to prevent tax avoidance.
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Section 482 also provides an additional test for transfers of intangible property (IP).
Income with respect to the transfer (or license) of IP must be “commensurate with the income”
attributable to the IP. Under the commensurate-with-income standard, actual profit realized
from the exploitation of an intangible must be considered in determining an arm’s length price
for the transfer of the intangible. The amount of the compensation should therefore reflect
changes in the income attributable to that intangible over time.

In the U.S., individual states enact their own corporate income tax rules, which include
the power and authority to regulate transfer pricing. The state rules focus on the shifting of
income and deductions from a high-tax state to lower-tax states. Although the focus of most
multinational businesses is on the relationship with the IRS, the state-by-state approach to
transfer pricing methodologies must not be ignored. Each state is a sovereign taxing
jurisdiction with the authority to disregard the conclusions reached by the IRS with respect to
the appropriateness of a particular transfer pricing method.

Each of the 50 U.S. states has its own internal statutes, regulations, case law and other
authority governing transfer pricing issues.

LAWS AND REGULATIONS RELATED TO OUR BUSINESS IN GERMANY
Statutory Law

Below is an overview of the laws and regulations materially relevant to our business in
Germany. It does not claim to provide a complete and comprehensive presentation of all
relevant legal regulations.

Purchase Law

The sale of goods via the e-commerce platforms constitutes a sales contract (§ 433 et seq.
of the German Civil Code — “Biirgerliches Gesetzbuch” (hereinafter also referred as:
64BGB7’))‘

In Germany, sales law is largely governed by the German Civil Code, § 433 ff. BGB. If
the sales contract is concluded between two merchants, the sales law is complemented and
partially modified by the provisions of the German Commercial Code (“Handelsgesetzbuch” —
hereinafter also referred as: “HGB”), §§ 373 et seq. HGB). If the sale is made with a consumer
(sale of consumer goods), additional consumer protection standards apply (§§ 474 et seq.
BGB).

With regard to sales to consumers, the sales law provisions of the German Civil Code
(BGB) apply. The BGB implements various EU sales law directives. Purchase law has
undergone far-reaching changes as of 2022 through the implementation of the Goods Directive
(2019/771/EU) and the Digital Content Directive (2019/770/EU) (implemented in particular in
Sections 327 et seq. and Sections 475a et seq. of the German Civil Code for digital products).

According to the German Civil Code (BGB), the seller is obliged to hand over the item
to the buyer and to procure ownership of it — free of material defects and defects of title, §
433 Para. 1 BGB. The buyer is therefore entitled to a fulfillment claim for the handover and
transfer of ownership of a defect-free item.

If the item is defective at the time of the transfer of risk (§ 446, § 447, § 475 para. 2, 3
BGB), i.e. usually at the time of handover, this gives rise to warranty rights for the buyer.
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The item is free of material defects if it fulfils the so-called subjective requirements, the
objective requirements and the assembly requirements in the following sense at the time of
transfer of risk. The item fulfils the subjective requirements if it has the agreed quality, is
suitable for the use stipulated in the contract and is handed over with the agreed accessories
and the agreed instructions, including assembly and installation instructions. This condition
includes the type, quantity, quality, functionality, compatibility, interoperability and other
characteristics of the item for which the parties have agreed requirements. Unless otherwise
effectively agreed, the item meets the objective requirements if it is suitable for normal use,
has a quality that is customary for items of the same type and that the buyer can expect, taking
into account the type of item and the public statements made by the seller, in particular in
advertising or on the label, corresponds to the quality of a sample or specimen that the seller
has made available to the buyer before the conclusion of the contract, and is handed over with
the accessories, including packaging, assembly or installation instructions and other
instructions that the buyer can expect to receive. This usual condition includes the quantity,
quality and other characteristics of the item, including its durability, functionality,
compatibility and safety. If assembly is to be carried out, the item meets the assembly
requirements if the assembly has been carried out properly or has been carried out improperly,
but this is neither due to improper assembly by the seller nor to a defect in the instructions
provided by the seller. If the seller delivers an item other than the contractually owed item, this
is equivalent to a material defect, § 434 BGB.

The burden of proof that the goods were defective at the time of the transfer of risk
generally falls to the buyer, § 363 BGB. However, if the goods are sold to a consumer, the
burden of proof is reversed: if a defect appears within one year, it is presumed in favor of the
buyer that the goods were already defective at the time of transfer of risk. In this case, it is up
to the seller to rebut this presumption, § 477 BGB.

If the item is defective, the buyer is entitled to request subsequent fulfillment (at his
discretion, new delivery or rectification), to withdraw from the contract, to reduce the purchase
price or to demand compensation for damages or expenses, § 437 et seq. BGB. However, the
buyer has to give the seller the opportunity for subsequent fulfillment and set a grace period
for this purpose before the buyer can demand compensation or withdraw from the purchase
contract. This grants the vendor a second opportunity. As part of the subsequent fulfillment, the
buyer must also bear the necessary expenses (e.g. transport costs).

Warranty claims for movable goods generally expire within two years, beginning with the
handover of the purchased item, § 438 Para. 1 No. 3 BGB.

In addition to these warranty rights, the manufacturer or seller may grant the buyer
guarantee rights (guarantee), Section 443 (1) BGB. If such a guarantee of durability is given,
it is assumed by law that a defect occurring during the guarantee period constitutes the
guarantee rights.

Consumer Rights and Special Regulations for E-Commerce and the Sale of Digital Products
Additional Regulations for the Sale of Consumer Goods

In the case of sales to a consumer, the sales law is stricter in favor of the buyer in some
points, § 474, § 475d, § 475e, §§ 476, 477 BGB. This applies both to purchases of goods

(Section 241a (1) BGB) and to sales contracts that also include the provision of a service
(Section 474 BGB).
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Special Provisions for the Sale of Digital Products

The law contains further special provisions for consumer contracts for digital products.
These include the provision of payable digital content or digital services (Sections 327 ff.,
Section 475a, Section 475b, Section 475c, Section 475e¢ BGB). Digital content includes
computer programs, music files, video files, audio files, digital games, electronic books and
other electronic publications.

Special Provisions for Consumer Contracts via E-Commerce

With regard to the applicable e-commerce law, several regulations are relevant in
Germany. In particular, the German Telemedia Act (TMG), the Telecommunication Act (TKG),
the Unfair Competition Act (UWG) and the provisions of the German Civil Code (BGB) which
concern digital or electronic means of contracting are of importance.

Among other things, the TMG contains regulations on the obligation to provide an imprint
containing mandatory business information, such as address and further information
obligations. The obligation to maintain an imprint also applies to foreign companies, insofar
as the obligations can he fulfilled under foreign law.

Civil law also contains special provisions for e-commerce. The provisions of Sections
312-312k BGB implement, among other things, the European Consumer Rights Directive
(2011/83/EU) and the European E-Commerce Directive (2000/31/EC) and contain several
special provisions for the conclusion of consumer contracts in the e-commerce sector. This is
intended to standardize a certain level of consumer protection. In particular, the regulation of
distance contracts (Section 312c BGB) is relevant, for which Sections 312d-312f BGB
supplement consumer protection with special obligations and provide for a separate right of
withdrawal (Section 312g, Sections 355 et seq. BGB). The provisions of the third chapter under
Sections 312i-312j of the German Civil Code (BGB) include regulations on electronic
commerce.

For individual legal transactions with consumers initiated in a digital context, the BGB
sets forth several consumer respectively user protection measures such as clear information on
the seller, the order content (including for example shipping costs) and the order process (such
as clear description of the button initiating the binding order). Furthermore, the seller must
provide the consumer with the contract document giving the identity of the contracting parties
or a confirmation of the contract reflecting the content of the contract. For details of the
information obligations, cf. § 312d, § 312e, § 312f., § 312i, § 312j, § 3121 BGB in conjunction
with Art. 246a, b, ¢, d Introductory Code to the BGB (“Einfiihrungsgesetz zum Biirgerlichen
Gesetzbuch”). The consumer must also be informed of its right of withdrawal and the cost of
returning the goods. The extensive information obligations for online shop operators have also
been further strengthened. Now, operators of online marketplaces must disclose the criteria for
product rankings, for example in search results. If the price of products is determined by an
algorithm on a customer-specific basis (“personalised pricing”), this must also be disclosed.
Finally, the legislator has also taken care of the cancelation policy (“Widerrufsbelehrung”) for
distance contracts. In the future, it will be obligatory to provide a telephone number as well as
an e-mail address for distance contracts. The cancelation policy must also mention
communication channels that the company otherwise provides, such as WhatsApp support. In
addition, the Price Indication Ordinance (“Preisangabenverordnung”) has been reformed.
Besides to a fundamental restructuring, material changes are intended to increase the
transparency of price quotations for customers. In future, the basic price must be indicated in
the unit of quantity and must appear in an unambiguous, clearly recognisable and legible
manner. In order to facilitate the classification of price reductions, the “previous price” must
be indicated in future whenever a price reduction is announced. The previous price is the
lowest price applied by the trader within the last 30 days before the price reduction.
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The sections of the BGB apply to foreign companies for contracts with consumers who
have their habitual residence in Germany, if the offer of the platform or web shop is directed
at customers in Germany. The platform operator can limit this by clearly identifying to which
customers in which countries he addresses his platform respectively the web shops therein.

Product Compliance and Product Liability

In addition, there are other obligations that primarily apply to the manufacturer of a
product. These arise from product safety regulations and product liability regulations, in
particular under the Product Liability Act and under tort law.

A manufacturer within the meaning of the law is anyone who has manufactured the end
product, a raw material or a partial product. A manufacturer is also deemed to be anyone who
claims to be a manufacturer by affixing his name, trade mark or other distinctive sign.
Furthermore, anyone who imports or brings a product into the area of application of the
Agreement on the European Economic Area for the purpose of sale, rental, hire-purchase or any
other form of distribution with a commercial purpose within the scope of their business activity
is deemed to be a manufacturer. Depending on the specific circumstances of the individual
case, suppliers may also be considered manufacturers in exceptional cases.

Product compliance

As a general rule it can be stated that each product, which is put into the German market
must he designed, manufactured and being provided with appropriate user information
(manuals, warning messages as well as safety signs and labels) in a way that any hazardous
situation in course of the product use will be avoided. This rule is reflected by rules and
regulations within the Law on Product Safety and the Product Liability Law in Germany.
Furthermore, a product may be subject to further legal requirements imposing formal
requirements on the economic operators (manufacturers, importer and distributors) such as a
specific certification or documentation of the product quality. Before entering the German
market a proper product compliance organization must be managed to ensure the fulfillment of
the aforementioned requirements. In detail the legal framework on which the product
compliance shall apply consists for the scope of products in question of:

Law on product safety

The Law on Product Safety of Germany consists of a framework of general
rules such as the Law on Product Safety (“Produktsicherheitsgesetz — ProdSG”), as well
as the 14 German product safety regulations, depending on the specific nature
of the product (“Produktsicherheitsverordnungen), the Law on Market Surveillance
(“Marktiiberwachungsgesetz — MiiG”) as well as European Regulation on Market Surveillance
EU 2019/2020, specific regulations dealing with specific products mainly based on EU law and
general rules applicable to any kind of products. Products that do not comply with the Law on
Product Safety cannot be distributed in Germany nor the EU. These rules and regulations do
apply automatically when the product enters the German market. All these rules and
regulations are compulsory and cannot be excluded nor modified by a contractual agreement.
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For the products in question (considering furniture and home furnishings, home
appliances, electric tools, consumer electronics, sport and wellness products and others),
among others, the following selection of rules and regulations shall be observed:

. Directive 2001/95/EC of the European Parliament and of the Council of 3 December
2001 on general product safety, updated by the General Product Safety Regulation
(GPSR) 2023/988 which will apply to all products placed on the EU market from 13
December 2024 (with a transitional period)

. Regulation (EU) No 995/2010 of the European Parliament and of the Council of 20
October 2010 laying down the obligations of operators who place timber and timber
products on the market

. Regulation (EC) No 1907/2006 of the European Parliament and of the Council of 18
December 2006 concerning the Registration, Evaluation, Authorisation and
Restriction of Chemicals (REACH), establishing a European Chemicals Agency,
amending Directive 1999/45/EC and repealing Council Regulation (EEC) No 793/93
and Commission Regulation (EC) No 1488/94 as well as Council Directive
76/769/EEC and Commission Directives 91/155/EEC, 93/67/EEC, 93/105/EC and
2000/21/EC

. Regulation (EU) No 1007/2011 of the European Parliament and of the Council of 27
September 2011 on textile fibre names and related labelling and marking of the fibre
composition of textile products and repealing Council Directive 73/44/EEC and
Directives 96/73/EC and 2008/121/EC of the European Parliament and of the
Council

. Regulation (EU) 2017/1369 of the European Parliament and of the Council of 4 July
2017 setting a framework for energy labelling and repealing Directive 2010/30/EU

. European Parliament and Council Directive 94/62/EC of 20 December 1994 on
packaging and packaging waste

. Directive 2011/65/EU of the European Parliament and of the Council of 8 June 2011
on the restriction of the use of certain hazardous substances in electrical and
electronic equipment

. Directive 2014/35/EU of the European Parliament and of the Council of 26 February
2014 on the harmonisation of the laws of the Member States relating to the making
available on the market of electrical equipment designed for use within certain
voltage limits

. Directive 2014/53/EU of the European Parliament and of the Council of 16 April
2014 on the harmonisation of the laws of the Member States relating to the making
available on the market of radio equipment and repealing Directive 1999/5/EC

. Directive 2014/30/EU of the European Parliament and of the Council of 26 February
2014 on the harmonisation of the laws of the Member States relating to
electromagnetic compatibility

. Directive 2012/19/EU of the European Parliament and of the Council of 4 July 2012
on waste electrical and electronic equipment (WEEE)
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. Directive 2006/66/EC of the European Parliament and of the Council of 6 September
2006 on batteries and accumulators and waste batteries and accumulators and
repealing Directive 91/157/EEC

. Directive 2009/125/EC of the European Parliament and of the Council of 21 October
2009 establishing a framework for the setting of eco-design requirements for
energy-related products

Textile products for which a specific functionality applies such as for Personal Protective
Equipment such as working garment could be object of the Regulation (EU) 2016/425 of the
European Parliament and of the Council of 9 March 2016 on personal protective equipment
(PPR). The PPR applies to a wide range of personal protective equipment, which provides
protection amongst others against superficial mechanical injury, contact with hot surfaces or
damage to the eyes due to exposure of sunlight. PPR products need a CE-marking which is
based on a CE conformity assessment conducted by the manufacturer and in some cases
approved by a notified body.

Furthermore, Regulation (EC) 528/2012 concerning the making available on the market
and use of biocidal products of 22nd May 2012, restrict the use of certain biocidal products in
articles imported in the EU such as antibacterial, anti-mold and anti-odor products.

The rules of market surveillance (European Regulation (EU) 2019/1020 as well as the
MiG) have founded a legal framework to further develop and strengthen the market
surveillance authorities.

Briefly summarized, those aforementioned regulations, amongst others, provide for
requirements regarding product properties (such as restrictions on substances), product
labelling (such as the product itself as well as the manufacturer/importer identification
domiciled in the European Economic Area, applicable markings and moreover proper
instruction and information to users (e.g. such as warnings)).

Product Liability

In Germany, either the seller or the producer, or both jointly, can he held liable if the
product is defective. The harmed person may assert claims arising from product liability,
producer liability, and warranty for defects. The rules for liability are to be found in the
German Product Liability Law (“Produkthaftungsgesetz — ProdHaftG”) and the German Civil
Code as well as in special laws.

Pursuant to the BGB, if a product does not meet the quality or the quantity which has been
agreed and may be expected or if the product does not fit the conventional or agreed application
scenario, the buyer has the aforementioned warranty rights. In some circumstances, recourse
may be taken against the producer provided recourse from seller to producer is admissible
which is also regulated by the so-called entrepreneur’s recourse according to § 445a BGB
(Riickgriff des Verkdufers). In addition, in the event that a guarantee is granted, the guarantee
statement must now be drafted in a simple and comprehensible manner and made available to
the buyer on a durable medium, e.g. in paper form or by e-mail, or pdf file, at the latest by the
time of delivery of the purchased item. In the future, a guarantee which traders or
manufacturers may grant to the buyer must have certain mandatory contents (i.e. indication that
recourse to the statutory rights in respect of defects is free of charge and that these rights are
not limited by the guarantee, the name and address of the guarantor, procedure for claiming
under the guarantee, i.e. the trader must describe how the consumer obtains his guarantee
benefit exact designation of the object of purchase for which the guarantee is granted, the
duration and territorial scope of the guarantee.).
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In the event a product has caused damage to persons or items (other than the defective
product), the producer is strictly liable pursuant to the German Product Liability Law
(“Produkthaftungsgesetz”, “ProdHaftG”). Such a damage may also be caused through textile
products. Liability under the ProdHaftG can neither be restricted nor excluded in advance. In
principle, the individual who suffered damage must (only) prove the fault, the damage, and the
causal link between fault and damage, as liability under the ProdHaftG is a so-called strict
liability, meaning regardless of fault. The maximum liability for damages relating to a human

being as a consequence of a defective product is EUR 85 million.

The ProdHaftG applies, if the harmed party has its habitual residence in Germany and the
defective product was placed on the German market or if the defective product was bought in
Germany arid was placed on the German market or if the harm arose in Germany and the
defective product was placed on the German market. It is sufficient that the producer could
reasonably foresee that a product might he placed on the German market by another market
participant, e.g. one of its customers, to be liable under the ProdHaftG. Thus, it is not necessary
that the defective product was imported to Germany by the producer. Comparable regulations
also apply in the other Member States of the EU.

Additionally, producers as well as under certain circumstances sellers, can also be held
liable pursuant to tort law under the BGB if the product is defective. In this respect, the
manufacturer has the obligation to properly design and produce a product, to instruct on its use
and to monitor it (see also below). The liability under German tort law is in principle unlimited
and there is a liability for all damages caused by the defective product. According to case law,
the producer is also obliged to observe the market (Pflicht zur Produktbeobachtung). This
constitutes a producer’s duty of investigation and reaction since product safety and compliance
first and foremost lies in the producer’s hand.

IP law

Germany has different IP laws in place to protect the various types of IP rights such as
trademarks (Markengesetz), inventions (Patentgesetz and Gebrauchsmustergesetz), copyright
(Urhebergesetz) and designs (Designgesetz). Each of these Acts set out the specific
requirements under which protection is granted, the scope of protection, and the rights in case
of an infringement.

Whereas protection of some of the IP rights (such as patents or trademarks) is generally
granted upon its registration in the public trademark or patent register, other IP rights do not
need to be registered to enjoy protection (such as copyrights, unregistered trademarks
know-how). The basic privilege of the IP right holder is that they can exclude third parties from
using the IP right without their authorization. It is also the IP holder’s right to commercialize
its IP rights, e.g. sell it or grant licenses to other parties. The German Patent and Trademark
Office (Deutsches Patent- und Markenamt, DPMA) is competent for the registration of the IP
rights and its cancellation in case a third party opposes the registration or later files a nullity
request. In case of an infringement, cease-and-desist, information and damage claims may be
raised.

Act against Unfair Competition
The German Act against Unfair Competition (Gesetz gegen den unlauteren Wettbewerb,
“UWG”) is a set of provisions that regulate special aspects of fair trade on the German market.

Its purpose is to protect the competitors, consumers and other market participants against
unfair commercial practices and the interests of the public in undistorted competition.
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As a general principle, unfair commercial practices are illegal according to § 3 para. 1
UWG. The commercial practices in relation to consumers that are listed in the Annex to the
UWG are always deemed illegal. Apart from that, the UWG describes situations in which
unfairness is deemed to have occurred, e.g. aggressive commercial practices (Section 4 UWG),
misleading commercial practices (Section 5 UWG) and sets out the principles of comparative
advertising (Section 6 UWG). Not only unfair practices, but also unacceptable nuisance to a
market participant is illegal (Section 7 UWG), which particularly applies to unwanted
advertising. Examples of prohibited practices are the exercise of direct or indirect coercion on
customers, if a consumer acquires products not on the basis of a free decision but because of
the pressure exerted on him/her, the targeted “harmful obstruction” of other competitors, the
poaching of customers or employees from competitors, or calls for boycotts.

The most important claim to act against practices that are prohibited pursuant to the UWG
is the claim for injunctive relief. Apart from the injunctive relief, claims for damages or for
information are possible. In general, a 6-month limitation period applies to all claims
concerning UWG.

Data protection law

Data protection is fundamentally regulated in the provisions of the EU General Data
Protection Regulation (EU) 2016/679 (GDPR) and the German Federal Data Protection Act
(BDSG). In addition, the Telecommunication and Telemedia Data Protection Act (TTDSG)
does apply and deal with the data protection for the Online Business. According to the so-called
market place principle in Article 3 (2) of the GDPR, the GDPR also applies to foreign
companies for the processing of personal data of persons located in the EU, insofar as the
processing is related to the offer of goods and services or the observation of the data subjects.
The relevant connecting factor is the targeting of certain sales and advertising measures to
persons located in the EU. The GDPR generally addresses the controller of the data processing
regarding the obligations and duties in relation to the processed data, as the data controller is
the main legally responsible entity in the context of the GDPR. In the case of an e-commerce
platform where a platform operator offers on his platform to sellers and providers of goods and
services the possibility to sell, platform operator and sellers usually are either independent
controllers (each responsible for their own processing of data) or so-called joint controllers
(together responsible for the data processing). Either way — joint or independent controller —
the controller must in particular adhere to the GDPR principles for data processing and must
ensure the existence of adequate legal bases for data processing as well as the availability of
transparent information on the data processing from the customer’s/user’s point of view.
Additional obligations and data protection relationships may exist depending on the individual
case, for example data processing agreements may exist with payment service providers
involved on behalf and according to the data processing directions by any one controller.

GDPR principles

The GDPR provides various principles that also run through the national regulations and
must therefore always be observed. If these principles/requirements are not met and unlawful
processing takes place, data subjects can assert their rights under the GDPR and sue for
damages. There may also be a threat of proceedings by the supervisory authorities.

Some of the most relevant principles of the GDPR are regulated in Art. 5. Any personal
data must always be processed on a legal basis (Art. 5 I a) GDPR), in a transparent manner
(Art. 5 T a), Art. 13 GDPR) and with the usage of such data limited to a specific, explicit
purpose (Art. 5 I b) GDPR). The personal data that is stored must be kept to a minimum (Art.
5 I ¢) GDPR) and up-to-date (Art. 5 I d) GDPR), and must be deleted as soon as it is no longer
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needed for the specified purpose (Art. 5 I e) GDPR). The processing of personal data
with/between several parties must be regulated by corresponding data processing agreements
like a data processing agreement (Art. 28 GDPR) or a joint controller agreement (Art. 26
GDPR). This also applies for data processing between group companies and affiliates.

The transfer of personal data outside the EU/EEA must meet special requirements. There
must either be an adequacy decision by the EU Commission for the country in which the
recipient is located or additional guarantees in accordance with Art. 46 GDPR. This also
applies for data transfers between group companies and affiliates. If data of European citizens
will be stored on the servers in Hong Kong, appropriate guarantees (Art. 46 GDPR) must be
in place.

Legal consequences of violations of the GDPR

Any person who has suffered material or non-material damage as a result of an
infringement of this Regulation shall have the right to obtain compensation from the controller
or processor for the damage suffered. The data subjects may therefore bring an action for
damages before the civil courts. In May 2023, the European Court of Justice ruled that no
materiality threshold is to be observed and thus also allows for “trivial cases”. In addition to
legal action in the civil courts, administrative proceedings can also be brought before the
supervisory authorities. These can either carry out an inspection of the company on their own
initiative or because someone, e.g. a data subject, has issued a notification. Infringements of
the provisions of the GDPR can lead to fines of up to 20,000,000 EUR or up to 4% if the total
worldwide annual turnover of the preceding financial year, whichever is higher. Strictly
adhering to the GDPR is therefore important for any company operating within it’s framework.

Each supervisory authority has the corrective powers to impose a temporary or definitive
limitation including a ban on processing. In this case, the data processing that is not lawful in
the opinion of the supervisory authority must be stopped accordingly. Depending on the
circumstances, this can cause the entire operation of a company to come to a standstill.

LAWS AND REGULATIONS RELATED TO OUR BUSINESS IN ITALY
Consumer Rights Compliance
Italian Consumer Code — General information

The Italian consumer protection legislation — mainly deriving from EU Directives — has
been pooled in the so called “Consumer Code” (Codice del Consumo — Italian Legislative
Decree no. 206 of 6 September 2005), as subsequently amended, lastly by Legislative Decree
no. 26 of 7 March 2023, which transposed EU Directive 2019/2116 (Direttiva Omnibus). The
rules of the Consumer Code shall apply to agreements concluded between a professional and
a consumer'.

The provisions of the Italian Civil Code regulating the sale (Art. 1492 et seq. of the Civil Code) apply to the
contract of sale where the sale is made to a person who cannot be qualified as a consumer under the Consumer
Code (e.g., C2C and B2B).
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The Consumer Code provides, inter alia, the following:
Information to the consumer

According to the Consumer Code, specific information must appear on the
packaging or on the labels of the products placed on the market in Italy since the products
were offered for sale to the consumer. The seller is also required to provide the consumer
with a range of information relevant to his identification. The consumer must be also
informed about the price of the product, the possible methods of payment, about
conditions, terms, procedures, and sample form to exercise withdrawal and about the
existence of the legal guarantee of conformity for goods. Violation of the aforementioned
provisions of the Consumer Code are punished by an administrative fine ranging from
516.00 euros to 25,823.00 euros.

Seller’s liability, legal guarantee of conformity and right of withdrawal

According to the Consumer Code, the seller shall ensure that the products sold
correspond to the contractual description, type, quantity, and quality and meet certain
conformity requirements specified by the Consumer Code itself. Therefore, the seller
shall be liable for any lack of conformity of the goods existing at the time of delivery and
becoming apparent within two years. Direct action to report the defects not maliciously
concealed by the seller expires 26 months after delivery. In case of lack of conformity of
the good, the consumer shall have the right to the restoration of conformity or
proportional reduction of the price or termination of the contract. For the purpose of
restoring the goods to conformity, the consumer may choose between repair and
replacement, provided that the remedy chosen is not impossible or excessively expensive
for the seller. The consumer shall be entitled to a proportional reduction in the price or
termination of the contract: (i) if the seller has failed to repair or replace the goods, (ii)
if a lack of conformity becomes apparent despite an attempt to restore the goods, (iii) if
the lack of conformity is so serious as to justify the price reduction or termination, (iv)
if the seller has declared or it appears from the circumstances that he will not restore
conformity within a reasonable time. The consumer does not have the right to terminate
the contract if the lack of conformity is minor. The consumer shall be entitled to a price
reduction proportional to the decrease in value of the goods. In case of termination, the
consumer shall return the good to the vendor at the vendor’s expense and the vendor shall
refund to the consumer the price paid for the good upon receipt of the good. Seller may
also grant conventional warranty over a specified period.

Pursuant to Article 52 of the Consumer Code, for online sales the consumer shall be
given the right of withdrawal, consisting of the possibility to unilaterally terminate the
agreement without incurring penalties. This right of withdrawal cannot be waived and
may be exercised without explanation. In general, the consumer can exercise the right of
withdrawal within the period of 14 days from delivery. However, if the information
obligation regarding the consumer’s right of withdrawal has not been fulfilled, the
withdrawal period ends 12 months after the end of the initial withdrawal period. The
exercise of the right of withdrawal terminates the obligation to perform the contract and
the seller must reimburse, without delay and in any case within 14 days from the date on
which he is informed of the withdrawal from the contract, all payments received from the
consumer, which may include delivery charges. The seller may withhold the refund until
he has received the goods or until the consumer has proved that he has returned them. The
consumer who has exercised the right of withdrawal must return the goods to the seller
or to a third party authorized by the seller, without delay and in any case within 14 days
from the date on which he communicated his decision to withdraw from the contract and
bear the direct cost of returning the goods, provided that the seller has not agreed to bear
it or has failed to inform the consumer that such cost is borne by him.
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Unless the fact constitutes a crime, the seller who infringes on the rules or obstructs
the consumer’s exercise of the right of withdrawal or fails to reimburse the consumer
shall be punished by an administrative fine, for each violation ranging from 5,000 to
50,000 euros.

Unfair commercial practices

According to Article 20 of the Consumer Code, unfair commercial practices are
prohibited. A commercial practice shall be considered unfair if: i) it is contrary to the
requirements of professional diligence, and it is false or; ii) it materially distorts, or it is
likely to materially distort the economic behavior — with regard to the product — of the
average consumer whom it reaches or to whom it is addressed, or of the average member
of the group when a commercial practice is directed to a particular group of consumers.
The Consumer Code distinguishes the unfair commercial practices between (i) misleading
and (ii) aggressive commercial practices.

The body in charge for the repression of unfair commercial practices, also carried
out on e-commerce and of applying Consumer Code is the Italian Competition Authority
(“AGCM”), an administrative, non-judicial authority. Different to other — at least
European — countries, the AGCM is competent also competent for consumer protection
and has powers to investigate and to fine companies (including platform and any company
selling online) for unfair commercial practices and misleading advertising>. The AGCM
may also order the application of an administrative fine ranging from 5,000 euros to
10,000,000 euros. With regard to cases of an EU dimension, the AGCM can sanction up
to 4% of the professional’s annual turnover in Italy or in other Member States concerned.
If there is no available information on the sanctioned professional’s turnover, the sanction
may not exceed Euro 2 million.

The Italian Legislative Decree no. 145 of 2007 — Misleading advertising

The statutory provisions of the Italian Legislative Decree no. 145 of 2007 (the
“Legislative Decree 145/2007”) regarding misleading advertising are similar to those for
unfair commercial practices regulated by the Consumer Code. However, Legislative Decree
145/2007 protects professionals and companies against misleading advertisings of other
professionals, and anyone acting in their name and on their behalf (representatives or agents),
and aims at clear, truthful, and correct advertisements. Moreover, it sets the conditions under
which comparative advertising is considered lawful.

The body in charge for the repression of misleading advertising is the AGCM. The
AGCM, with reference to the measure prohibiting the misleading advertising, could also order
— to the platform or directly to the seller — the application of an administrative fine ranging
from Euro 5,000.00 to Euro 500,000.00, to be calculated on the basis of the duration and
seriousness of the breach of the provisions of Legislative Decree 145/2007. Moreover, the
maximum fine for infringement of the suspension or the breach of the undertakings accepted
by AGCM, or the infringement of the final order issued by AGCM is between Euro 10,000.00
and Euro 150,000.00 plus the suspension of the activities for a maximum period of 30 days.

Should the AGCM, acting on its own behalf or further to any interested party or organization’s claim,
ascertains the deceptiveness of an advertising message, could:

prohibit the dissemination or continuation of the commercial practice;

order the provisional suspension of unfair commercial practices where there is particular urgency;

order to publish the decision in the mass media;

order the modification of the packaging of the products;

order the operator to pay a fine.
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The Italian Legislative Decree no. 70 of 2003 — electronic commerce

Italian Legislative Decree no. 70 of 2003, on “Implementation of Directive 2000/31/EC
on certain legal aspects of information society services in the internal market, with particular
reference to electronic commerce” (the “Legislative Decree 70/2003”’) represents Italy’s main
regulatory source on electronic commerce. It implements the European Directive on electronic
commerce (2000/31/EC). Legislative Decree 70/2003 regulates the requirements to which the
exercise of online sales activity is subject”.

Unless the fact constitutes a crime, for violations of the provisions of Legislative Decree
70/2003, the natural or legal person who conducts an online activity shall be punished by a fine
of ranging from 103 euros to 10,000 euros by the administrative policing bodies. If, on the
other hand, the provisions of the Consumer Code are violated and an unfair commercial
practice is implemented in the e-commerce sector, the AGCM is responsible for ascertaining
the violation.

Product Compliance*

Product safety and manufacturer’s liability — The new EU General Product Safety
Regulation

Articles 102 to 113 of the Consumer Code” are specifically related to the product safety.
The manufacturer shall place on the market only safe products, providing the consumer with
all information relevant to the assessment and prevention of risks arising from normal or
reasonably foreseeable use of the product and prevention against such risks®. The manufacturer
shall be also liable for damage caused by defects in its product. The manufacturer shall pay
compensation for the damage caused in accordance with the provisions of Article 123 of the
Consumer Code’.

Unless the fact constitutes a more serious crime, a manufacturer who places dangerous
products on the market in violation of the provisions of the Consumer Code may be punished
by imprisonment of up to one year and a fine ranging from 10,000 euros to 50,000 euros.

Legislative Decree 70/2003 provides for a series of specific information obligations on the natural or legal
person exercising an online activity. In addition, Legislative Decree 70/2003 provides, inter alia, the
following: (i) commercial communications must contain a specific disclosure showing their nature as
commercial communications or promotional offers and the entity on whose behalf they are made; if they are
unsolicited commercial communication, the recipient may object at any time to receiving future
communications; (ii) the technical steps to be followed in concluding the contract must be clearly indicated
and the general terms and conditions must be easily accessible and available; (iii) after the execution of the
contract, the provider must acknowledge receipt of the order and summarize the general terms and conditions
applicable to the contract and information regarding the characteristics of the good or service. If the offer of
goods or services is addressed to consumers, the Consumer Code also applies.

Only the laws and regulations that are deemed potentially relevant considering the business activities
performed and the products sold in Italy by the Company are illustrated. Additional or different laws and
regulations may apply depending on the products actually sold to Italy.

Articles 102 to 113 shall be replaced by the provisions of EU General Product Safety Regulation No. 988 of
2023 as of December 13, 2024 (the “New Regulation”), when the provisions of New Regulation will be
applicable.

According to the Consumer Code, a safe product is defined as any product which under normal conditions of
use, or those which may be reasonably expected, does not present any risk or only minimum risks considered
acceptable and consistent with a high level of personal health and safety.

i.e., for damages caused by death or personal injury; for the destruction or deterioration of a thing other than

the defective product, provided it is of a type normally intended for private use or consumption and so
primarily used by the injured party.
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Regulation (EU) 2017/1369 — electrical, and electronic products

Special regulations that operate in derogation from the provisions of the Consumer Code
shall apply to certain categories of products (e.g., electrical, and electronic products). All
“energy-related products” (e.g. household appliances) placed on the European union market are
subject to the Regulation (EU) 2017/1369 of the European Parliament and of the Council
setting a framework for energy labelling and repealing Directive 2010/30/EU (the “Regulation
(EU) 2017/1369”). The Regulation (EU) 2017/1369 provides specific rules about labelling of
“energy-related products” and standard product information regarding energy efficiency, the
consumption of energy and of other resources by products during use and supplementary
information concerning products, thereby enabling consumers to choose more efficient
products to reduce their energy consumption.

Pursuant to Italian Legislative Decree no. 104/2012, unless the fact constitutes an
offence, in the event of violation of EU Regulation No. 1369 of 2017, the supplier shall be
imposed an administrative fine ranging from 2,000.00 euros to 30,000.00 euros.

The Directive 2011/65/EU (“RoHS Directive”’) — hazardous substances in electrical and
electronic equipment

Directive 2011/65/EU on the restriction of the use of certain hazardous substances in
electrical and electronic equipment is officially known as the RoHS Directive. It restricts the
use of certain substances deemed hazardous (e.g., lead, mercury, cadmium) in the production
of small and large household appliances and electrical and electronic instruments, in the
European Union. In addition, the RoHS Directive requires CE marking and EU Declaration of
Conformity before placing electrical and electronic equipment on the market. It aims at
certifying that such products comply with the safety requirements imposed by the relevant
regulations®. The issuance of Directive 2011/65/EU was followed by the issuance of the
so-called RoHS2 and, later, RoHS3, which expanded the list of restricted substances for use.

The Regulation (EC) 2006/1907 (“REACH”)

The Regulation (EC) 2006/1907 of European Parliament and of the Council of 18
December 2006 concerning the Registration, Evaluation, Authorization and Restriction of
Chemicals, as last amended by Regulation (EU) 2024/2462, (the “REACH”) has been adopted
to improve the protection of human health and the environment from the risks that can arise
from chemicals. REACH applies in principle to all chemicals: not only those used in industrial
processes, but also those found in items such as furniture and household appliances.
Consequently, the restrictions defined in REACH must be monitored as well by manufacturers
and distributors of electrical, and electronic products, and furniture items. Under REACH,
manufacturers and/or importer are responsible for collecting information on the properties and
uses of substances they manufacture or import in quantities of one ton or more per year. They
are also required to identify and assess the hazards and potential risks that may result from the
substance they produce and market in the European Union. This information must be
communicated to European Chemical Agency (“ECHA”).

Pursuant to Italian Legislative Decree no. 133 of 2009, the manufacturer or the importer
responsible for violations of the provisions of REACH shall be punished by an administrative
fine ranging from 3,000 to 90,000 euros or, for the most serious violations, with imprisonment
of up to three months and a fine ranging from 40,000 to 150,000 euros.

It should be noted that, on the other hand, fitness products are subject to CE marking requirements only in
cases where they have electrical or electronic components, are equipped with pulleys for weightlifting, or are
intended for rehabilitative exercises. Furnishings are not subject to the CE marking requirement, provided they
are not motorized and do not contain electrical components.
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Regulation (EU) 2019/1020 (the “Market Surveillance Regulation”)

The objective of the Regulation (EU) 2019/1020 of the European Parliament and of the
Council of 20 June 2019 on market surveillance and compliance of products (the “Market
Surveillance Regulation™) is to ensure that only compliant products that meet the high levels
of safety required by the European Union circulate on the European market. Market
Surveillance Regulation states that products subject to CE marking requirements (e.g.,
electronics products) can only be placed on the European market if there is a relevant economic
operator established in the UE.

Pursuant to Italian Legislative Decree no. 157 of 2022, unless the fact constitutes an
offence, in the event of violation of the obligations provided by Market Surveillance
Regulation, the manufacturer, authorized representative, importer or distributor, logistics
service provider or any other natural or legal person subject to obligations in connection with
the manufacture of the products, their sale on the market or their entry into service in
accordance with the relevant Union harmonization legislation shall be imposed an
administrative fine ranging from 10,000 euros to 60,000 euros.

Regulation (EU) no. 2010/995 (“EUTR”)

The Regulation (EU) no. 2010/995 of the European Parliament and of the Council of 20
October 2010 laying down the obligations of operators who place timber and timber products
on the market, also known as “EUTR” (European Timber Regulation) (the “EUTR”)
establishes the obligations for entities introducing and/or placing wood and wood products
(e.g., furniture made of wood) on the European market. It aims to fight the trade in illegally
sourced wood by prohibiting its introduction and marketing on the European market. EUTR
requires any natural or legal person who first introduces wood or products derived from it
within the European market (“Operator”) to implement a System of Due Diligence that allow
the collection of a range of information on the wood materials the Operator intends to place
on the market, carry out an assessment of the risk of their illegal provenance and, where
necessary, identify and implement a range of measures to mitigate it.

Pursuant to Italian Legislative Decree no. 178 of 2014, for violation of the provisions of
EUTR, the Operator shall be punished by an administrative fine ranging from 300,00 euros to
1.000.000 euros or for the most serious violations with imprisonment of up to one year and a
fine of ranging from 2,000 euros to 50,000 euros.

Directive 2014/35/EU

The main purpose of directive 2014/35/EU is to ensure that electrical equipment on the
European union market meets requirements that provide a high level of protection for the
health and safety of people, pets, and property. In particular, the directive 2014/35/EU indicates
a set of IEC/ISO EN technical standards to which manufacturers of electrical products must
strictly adhere in order to ensure product safety.

Pursuant to Italian Legislative Decree no. 86 of 2016, violation of the requirements of the
Directive 2014/35/EU shall be punished by an administrative fine of ranging from 50 euros to
150 euros for each non-compliant product, in any case not less than 10,000 euros and not more
than 60,000 euros.
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Directive 2014/30/EU

The main purpose of Directive 2014/30/EU is to regulate the compatibility of equipment
from the point of view of electromagnetic interference. According to Directive 2014/30/EU,
manufacturers of electronic equipment (as defined by the directive) are required to ensure that
such equipment has been designed and manufactured in accordance with the essential
requirements set out in Annex I to the directive.

Pursuant to Italian Legislative Decree no. 194 of 2007, anyone who places on the
European union market or installs equipment that does not comply with the protection
requirements of Annex I to the Directive 2014/30/EU shall be subject to an administrative fine
of ranging from 250 euros to 24,000.00 euros.

Directive 2009/125/EU

The Directive 2009/125/EU establishes a framework of minimum eco-design
requirements that products that consume energy during their use must meet in order to be used
and sold in the European Union. Only products that meet these eco-design requirements can be
CE-marked and can be marketed in the European Union.

The Directive 2009/125/EU has been repealed with effect from 18 July 2024 by Art. 79
of the Regulation (EU) 2024/1781, except for some provisions specified in Art. 79 of the
Regulation (EU) 2024/1781 itself, which therefore continue to apply.

Pursuant to Italian Legislative Decree no. 15 of 2011, anyone who places on the market
products without the CE marking or with a counterfeit marking shall be punished, unless the
act is provided for as a crime, with an administrative fine from 20,000 euros to 150,000 euros.

Regulation (EU) 2024/1781

The Regulation (EU) 2024/1781, which repeals the Directive 2009/125/EU, will apply
from 2027 to all products placed on the European market or put into service, including
intermediary products and components, which, in order to be placed on the market, will have
to comply with certain sustainability requirements set out in the Regulation (EU) 2024/1781
itself (e.g. reusability, repairability, serviceability, presence of hazardous chemicals, recycled
content, environmental impacts, etc.). In any case, in order to be placed on the market, the
product must have a Digital Passport registered on a special European platform that contains
a series of information specified by Regulation (EU) 2024/1781.

Regulation (EU) 2011/1007

The provisions of Regulation (EU) 2011/1007 are applied to textile products, as well as
other products assimilated to textiles (e.g., covers of furniture whose textile parts constitute at
least 80 percent) made available on the market of the European Union. In order to provide the
most accurate information possible to consumers, the Regulation (EU) 2011/1007 requires that
textile and textile-assimilated products may be made available on the European Union market
provided they are labeled, marked or accompanied by commercial documents in accordance
with the requirements of the Regulation (EU) 2011/1007 itself. Textile products must be
labeled or marked to indicate their fiber composition whenever they are made available in the
European union market. Only the textile fiber names listed in Annex I of the Regulation (EU)
2011/1007 may be used for the description of fiber composition in the labeling and marking of
textile products.
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Pursuant to Italian Legislative Decree no. 190 of 2017, the manufacturer or importer who
violates the provisions of Regulation (EU) 2011/1007 shall be subject to an administrative fine
of ranging from 1,500 euros to 20,000.00 euros; the distributor who violates the provisions of
Regulation (EU) 2011/1007 shall be subject to an administrative fine of ranging from 200 euros
to 3,500.00 euros.

Directive 94/62/EC

Directive 94/62/EC has been last amended by Directive (EU) 2018/852 and aims to
harmonize national measures concerning the management of packaging and packaging waste
and to reduce the impact of packaging and packaging waste on the environment. Directive
94/62/EC requires that packaging placed on the market in the European Union must meet the
essential requirements set out in Annex II of Directive 94/62/EC.

Pursuant to Italian Legislative Decree No. 22 of 1997, those who violate the provisions
of Legislative Decree No. 22 of 1997 shall be punished in accordance with articles 50 et seq.
of the decree, i.e. with imprisonment from three months to three years or/and with an
administrative fine of up to about 52,000 euros.

Directive 2012/19/EU

Directive 2012/19/EU, as last amended by Directive 2024/884/EU, aims to prevent the
generation of waste electrical and electronic equipment and promote the reuse, recycling and
other forms of recovery of waste electrical and electronic equipment.

Pursuant to Italian Legislative Decree No. 49 of 2014, the manufacturer who violates the
provisions of Directive 2012/19/EU shall be punished with an administrative fine from 100
euros to 100,000 euros.

Directive 2006/66/EC

Directive 2006/66/EC has been last modified by Directive (EU) 2018/849 and it prohibits
the placing on the market of certain types of batteries and accumulators with a mercury content
above a given threshold. It should be noted that that Directive 2006/66/EC will be repealed,
with effect from 18 August 2025, by article 95 of Regulation (EU) 2023/1542, except for some
provisions specified in Art. 95 of the Regulation (EU) 2023/1542 itself.

Lastly, Art. 77 of the Regulation (EU) 2023/1542 has been amended by Regulation (EU)
2024/1781.

Pursuant to Italian Legislative Decree No. 188 of 2008, manufacturers, importers,
exporters and distributors who place batteries and accumulators in the national territory
without complying with regulatory compliance obligations may incur administrative fines
ranging from a minimum of 50 euros to a maximum of 100,000 euros.

Regulation (EC) 2012/528

Regulation (EC) 2012/528 concerns the making available on the market and use of
biocidal products of 22nd May 2012, restrict the use of certain biocidal products in articles
imported in the EU such as antibacterial, anti-mould and anti-odor products.

Lastly, Annex I to the Regulation (EU) 2012/528 has been amended by Regulation (EU)
2024/1290.
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Italian Legislative Decree No. 179 of 2021, provides that who violates the provisions of
the Regulation (EU) 2012/528 shall be punished with a fine ranging from a minimum of 1,000
euros to a maximum of 18,000 euros.

Compliance with Competition Law

The sale of products in Italy — offline and online — must be made in compliance with
European and Italian competition law, even if done by a company with registered office outside
the EU. Competition law in Italy prohibits in particular:

(i) Agreements and practices in restraint of competition/cartels (Art. 101 TFEU and
Art. 2 of Italian law 287/90)°

(ii) Abuse of dominant position (Art. 102 TFEU and Art. 3 of Italian law 287/90)"°
(iii) Abuse of economic dependence (Art. 9 of Italian Law 192/98)

Art. 9 of Italian law 192/98 protects in particular small and medium enterprises against
unilateral and unexpected termination of the contractual relationship, unilaterally terms and
conditions imposed on the weaker contractual partner, or unilateral modifications of
contractual terms and conditions, in particular costs and prices and the application of unfair
penalties."!

The AGCM is competent to investigate any competition infringement in Italy. In case of
infringement of the aforementioned antitrust provisions, AGCM can impose fines up to 10% of
the worldwide turnover achieved by the undertaking or entity concerned in the last financial
year closed before the date of the infringement decision. The 10% limit may be based on the
turnover of the group to which the company belongs if the parent of that group exercised
decisive influence over the operations of the subsidiary during the infringement period. The
AGCM has also a leniency program.

Any form of cooperation between independent undertakings that — by object or by effect — prevents, restricts,
or distorts competition, irrespective of whether this cooperation is achieved through agreements/formal
contracts, informal understandings or exchange of information, also within associations, consortia, and similar
entities.

In particular, are considered an abuse of dominant position:

- direct or indirect imposition of unfair selling or purchasing prices,

- (price) discrimination of contractual partners in case of equivalent transactions,

- exclusivity obligations/single branding with the aim of market foreclosure for competitors,
- tying and bundling,

- loyalty rebates having a discriminatory/foreclosure effect,

- refusals to deal, if this substantially weakens competition in the relevant market,

- predatory pricing,

- unfair terms and conditions, if aimed at discrimination or foreclosure.

The following should be considered when evaluating a significant imbalance: the financial means of the
supplier, the duration of the relationship and the reliance on the continuation of the same caused by the buyer,
the importance of the buyer on the market, market shares and brands, contractual conditions and the business
reasons for choosing the buyer, as well as alternative possibilities for the supplier to sell its products.
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Compliance with Data Protection Law

Primarily it is worth noting that the application of GDPR turns on whether an
organization is established in the European Union (“EU”). An “establishment” may take a wide
variety of forms and is not necessarily a legal entity registered in an EU Member State.
However, GDPR also has “extra-territorial” effect. For a detailed description of the GDRP
please refer to the German Regulatory Overview.

The Italian data protection law framework mainly include, in addition to GDPR, the
Italian Legislative Decree no. 196 of 30 June 2003, [talian Data Protection Code, as
subsequently amended and supplemented, in particular by Italian Legislative Decree no.
101/2018, setting forth provisions on the harmonization of the national laws to GDPR
(“Privacy Code”). We would like to draw your attention on the following provision:

- minors: for consent to the processing of personal data in relation to the offer of
information society services directly to a child, 14 is the minimum age in Italy. Italy
has exercised the power set forth in the GDPR which sets 16 as the minimum
European standard but allows member states to lower the threshold;

—  unsolicited communication: marketing by email, facsimile, MMS or SMS-type
messages requires prior recipients’ consent (Article 130 of the Privacy Code). Prior
consent for marketing by email is not required for recipients who have already
purchased similar products or services. In this case, data subjects must be informed
that their email address will be used for marketing purposes and that they have the
right to object to such processing (e.g., through an opt-out/unsubscribe link at the
end of the message). These restrictions also apply in a business-to-business context.
A consumer who wishes not to receive unsolicited sales and marketing proposals by
phone or by mail can object to such activities by joining a public opt-out register (so
called “Registro Pubblico delle Opposizioni”). Using the data listed in this register
for marketing purposes is allowed subject to strict compliance with specific
requirements (e.g. data subject’s prior consent within an ongoing relationship that
has not expired for more than 30 days or the data subject has not entered in the
Registro Pubblico delle Opposizioni).

- Cookie and other tracking tools: in July 2021 Garante released a new set of
guidelines for the use of cookies and other tracking tools which introduce a number
of new provisions (applicable as of 9 January 2022 — “New Cookie Guidelines™)
according to which, inter alia: (i) it must be obtained user’s consent before setting
non-technical cookies, (ii) users visiting a web site for the first time must be shown
a cookie banner to be set up in strict compliance with the requirements under New
Cookie Guidelines; (iii) scrolling or swiping a page is not considered a valid
mechanism to collect the user’s consent, unless it can be proved that scrolling or
swiping of the user is the result of an unequivocal choice; (iv) cookie walls are
unlawful; (v) analytics cookies can be used without consent only when it is not
possible to single out a data subject; (vi) at least 6 months must elapse before you
can show your cookie banner again.

Supervision over the GDPR and the Privacy Code is conducted by the Garante per la
Protezione dei Dati Personali (“Garante”) that has the power to impose administrative fines,
as well as the corrective powers provided for by Article 58 (2) of GDPR. In addition to
penalties and fines set forth by GDPR, Article 166 of the Privacy Code provides that (i)
administrative fines up to Euro 10 million or up to 2% of the total worldwide annual turnover
apply to the infringements of the certain provisions of Privacy Code, including, by way of

~ 140 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

REGULATORY OVERVIEW

example only, failure to use clear and plain language for the purpose of obtaining valid consent
for processing minors’ personal data in relation to the direct offer of services of the information
society; (ii) higher administrative fines, up to Euro 20 million or 4% of the total worldwide
annual turnover, also apply in case of infringement of certain provisions of the Privacy Code,
including, by way of example only, failure to obtain a valid consent for processing minors’
personal data in relation to the direct offer of services of the information society; infringements
of certain provisions in the context of electronic communications services. Moreover, any
infringement of data protection law may also result in criminal prosecution of individuals'?.

Compliance with Intellectual Property Rights Law

Italian Legislative Decree no. 30/2005 (“Code of Industrial Property”) regulates, inter
alia, the registration and protection of trademarks and patents within the Italian jurisdiction,
which has been amended and supplemented from time to time in order to implement within the
national legislation several EU Directives and Regulations along with few general provisions
of the Italian Civil Code, whereas the creation and protection of creative works (including
software which under Italian law is not patentable by it is considered as a creative work) are
instead regulated by the Copyright Act 633/1941.

The grant of a patent over an invention and the relevant rights conferred by such grant,
are governed by article 2584 et seq. of the Italian Civil Code and by Section IV of Chapter II
of the Code of Industrial Property. The inventor’s exclusive right to exploit the invention arises
only after an application is filed with the Italian Trademark and Patent Office and a patent is
actually granted by the same after extensive examination. Trademarks are governed by article
2569 et seq. of the Italian Civil Code and by Section I of Chapter II of the Code of Industrial
Property. The two requirements for a registration of a trademark are its distinctive character
and novelty.

The protection of trademarks is granted by their registration before the Italian Patent and
Trademark Office (“IPTO”). However, upon certain conditions, also the “de facto” user of a
sign or expression as a trademark (i.e., a sign or expression not registered but actually utilised
to market products or services) is entitled to act in order to defend its rights on such sign
against third party’s unauthorized use. To register any change in the ownership of industrial
property rights or the establishment of security rights in favour of third parties on them, it is
necessary to submit an application for a “Transcription” to the IPTO".

The unlawful processing of data, the unlawful communication or disclosure of data related to a relevant
number of data subjects and the fraudulent acquisition of personal data (according to Articles 167, 167-bis and
167-ter of the Privacy Code, respectively) are punished, provided that they are carried out intentionally and
for the purpose of obtaining profit for themselves or for others. Criminal offences may be punished with
imprisonment for a period of 6 months up to one year and 6 months (for unlawful processing of personal data),
imprisonment for a period of one year up to six years (for unlawful disclosure and dissemination of personal
data), imprisonment for a period of one year up to four years (in case of unlawful acquisition of personal data).
More sever criminal sanctions may be provided in specific cases, such as whenever the criminal offence
concerns special categories of personal data (e.g. data on health status, religious or political beliefs, sex life).

On a general basis, and subject to specific regulations, a transcription is an administrative act with declarative
and not constitutive effect, and therefore, subject to certain exceptions, it is not mandatory and has only a
function of legal publicity towards third parties. The following general principles apply to transcriptions: (i)
the request for transcription must be presented when it is intended to communicate and render enforceable
against third parties the modification or transfer of ownership of an industrial property right; (ii) the
agreements and judgements, until they are transcribed, have no effect on unaware third parties who for any
reason have acquired and legally retained rights on the industrial property title.
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Compliance with Additional Law and Regulations Under the Italian Law
The civil liability of the management under Italian Laws

The Italian international private Law framework (Italian Legislative Decree no.
218/1995), which is applicable in cross border cases, provides under Article 25 that
“companies, associations, foundations and any other public or private entity including those
without associative nature are governed by the Law of the State in which their incorporation
took place. However, Italian Law applies if the headquarters of the management is located in
Italy, or if the main purpose of such entities is located in Italy”. In principle, for companies
based abroad having no business unit located in Italy, the civil and corporate law principles
concerning the liability of the board of directors (appointed by the shareholder’s or by the
By-Laws, so called “amministratori”’) and the senior management team (so called “direttori
generali” and/or “figure apicali’) shall not apply.

For sake of completeness, the Italian Law provides a combination of duties, including the
compliance with the obligations imposed by the law, the articles of association and the by-laws
of the company and, more generally, the diligence required by the duty to manage and represent
a company over the directors. Compliance with these obligations contributes to ensure that the
company operates properly and carries out its business on a regular basis. The breach of the
abovementioned obligations may imply prejudicial consequences both for the company and for
third parties (including, but not limited to, creditors and shareholders); for the effect, the
director may be held liable for any damage resulting from his or her lack of diligence.

The directors have to fulfil with the duties provided by the law and/or the corporate
by-laws using the diligence required by the nature of their office and their specific expertise
and operating with full compliance to the technical (as well as legal) rules of good corporate
management. Such duties are general in scope and their practical application depends not only
on the type and size of the company, but also on the context in which it operates. Under a
general standpoint, directors may be held liable for any damage caused through a deliberate act
of willful misconduct or gross negligence.

Article 2395 of the Italian Civil Code provides that “The provisions of the previous
articles shall not exclude the right of a shareholder or a third party who have been directly
damaged by the directors’ negligent or willful acts to claim for damages. The action shall be
filed within five years from the occurrence of the act that has damaged the shareholder or third
party”. Therefore, the directors and the senior management team may be held liable for
damages suffered by third parties, as a result of their willful or negligent conduct. Moreover,
as a result of their failure to fulfill their supervisory duties (so called “culpa in vigilando™), the
board of directors and the senior management team could be held liable for acts of unfair
competition committed by the company (jointly with the latter) and be required to indemnify
the damage suffered by the company’s competitors. Lastly, as mentioned above, it should be
ruled out that the AGCM may impose sanctions directly against the directors of the company.

Corporate administrative liability under Italian Legislative Decree no. 231/2001

Italian Legislative Decree no. 231/2001 (the “Legislative Decree 231/2001”) established
corporate liability for crimes committed by individuals in the interest or to the advantage of a
legal entity. In particular, the Legislative Decree 231/2001 provides for a form of liability to
be borne by legal entities (such as companies) for certain crimes specifically enlisted in the
Decree (so-called “predicate offences”) committed in the interest or to the advantage of the
entity by (a) individuals who hold the position of representatives, directors or managers of the
entity or of one of its organizational units, or by (b) individuals subject to the management or
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supervision of the latter. A company may be exempt from liability if, prior to the commission
of the offence, it has adopted and efficiently enacted an organisational, management and
control model aimed at preventing the offences referred to in Legislative Decree 231/2001.

Penalties specifically envisaged by Legislative Decree 231/2001 include pecuniary
sanctions'?, seizure of the “gain” of crime (so called “confisca”) and disqualification
sanctions'”.

With reference to the liability of foreign entities in relation to offences committed in Italy,
according to prevailing case-law a company is liable for the effects of its conduct irrespective
of its nationality or where its head office is located, and of the existence in the country to which
it belongs of rules similar to Legislative Decree 231/2001.

The crimes specifically mentioned in Legislative Decree 231/2001 that could be
potentially relevant'® are the following:

- Article 25-bis, Legislative Decree 231/2001 — Forgery of money, public credit
cards, revenue stamps and instruments or identifying marks: in case of commission
of one of the predicate offences enlisted, pecuniary sanction of up to 800 units and
disqualification sanctions may be applied.

- Article 25-bis. 1, Legislative Decree 231/2001 — Crimes against industry and trade:
in case of commission of one of the predicate offences enlisted, pecuniary sanctions
of up to 800 units and disqualification sanctions may be applied.

- Article 25-quinquiedecies, Legislative Decree 231/2001 — Tax Crimes: in case of
commission of one of the predicate offences enlisted, pecuniary sanctions of up to
500 units and disqualification sanctions may be applied.

- Article 25-sexiesdecies, Legislative Decree 231/2001, as updated by Legislative
Decree No. 141/2024 — Smuggling: in case of commission of one of the predicate
offences enlisted, pecuniary sanctions of up to 400 units and disqualification
sanctions may be applied.

Fines under Legislative Decree 231/2001 are applied in units; each unit ranges from a minimum of Euro 258.00
to a maximum of Euro 1,549.00 (depending on the seriousness of the offence, the size of the company and the
implementation of restorative actions). Penalties are applied of not less than a hundred units and not more than
a thousand units.Thus, minimum fines (minimum number of units, minimum determination of the unit)
amounts to Euro 25,800.00 while maximum penalty to Euro 1,549,000.00 (maximum number of units,
maximum determination of the unit).

Legislative Decree 231/2001 envisages the following disqualification sanctions for legal entities: a) ban from
exercising the business activity; b) suspension or revocation of authorizations, licenses, or concessions
functional to the commission of the offence; c¢) prohibition to contract with the public administration d)
exclusion from facilitations, financing, contributions or subsidies and the possible revocation of those already
granted; e) prohibition from advertising goods or services. Disqualification sanctions are applied in relation
to offences which provides them expressly, when i) the entity has derived a significant profit from the offence
or ii) in case of repetition of the offence.

Only the offences that are deemed potentially relevant considering the business activities performed in Italy
by the Company are illustrated.
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LAW AND REGULATIONS RELATED TO OUR BUSINESS IN THE UK

The Company’s business in the UK is subject to various legal regulations. Below is an
overview of the laws and regulations materially relevant to the Company’s business in the UK.

The Consumer Protection from Unfair Trading Regulations 2008 (CPRs)

The CPRs is a law that aims to protect customers from deceptive practices in commercial
transactions, and prohibits unfair trading practices which includes but not limited to misleading
advertising or false information. The comprehensive framework it has established plays an
irreplaceable role in protecting consumers from fraudulent or misleading behavior perpetrated
by businesses.

Part 2, Prohibitions
Reg. 3 of Part 2, Prohibition of unfair commercial practices

Within Reg. 3, the law makes clear that a commercial practice is deemed unfair if
it violates professional diligence requirements and significantly distorts or is likely to
distort the average consumer’s economic behavior concerning the product. Furthermore,
it also states that, a commercial practice is unfair if it is a misleading action under the
provisions of Reg. 5 or if it is a misleading omission under the provisions of Reg. 6.

Reg. 5 of Part 2, Misleading actions

An action can be classified as misleading action if it contains false information and
is untruthful or if it or its overall presentation in any way deceives or is likely to deceive
the average consumer (Reg. 5(2)(a)) and it causes or is likely to cause the average
consumer to take a transactional decision he would not have taken otherwise (Reg.

5(2)(b)).
Reg. 6 of Part 2, Misleading omission

A commercial practice is a “misleading omission” if, in its factual context, omits or
hides material information, provides material information in a manner which is unclear or
ambiguous that causes or is likely to cause the average consumer to take a transactional
decision he would not have taken otherwise (Reg. 6(1)).

Part 3, Offences
Regs. 8 to 12, Offences relating to unfair commercial practices

A trader is guilty of an offence if he engages in a commercial practice which is a
misleading action under Reg. 5 (Reg. 9, Part 3, CPRs); or if he engages in a commercial
practice which is a misleading omission under Reg. 6 (Reg. 10 CPRs). The CPRs requires
corporate bodies must use its professional diligence to monitor the trading of the
business.

Reg. 13, Penalties for offences

A person guilty of an offence under Regs. 8 to 12 shall be liable on summary
conviction, to a fine not exceeding the statutory maximum (Reg./3(a)); or on conviction
on indictment, to a fine or imprisonment for a term not exceeding two years or both
(Reg.13(b)). In the UK, a summary offence entails a maximum penalty of six months’
imprisonment and/or a fine of £5,000.00. Additionally, the Magistrates Court has the
authority to impose sanctions such as bans or community service.
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Reg. 14, Time limit for prosecution

The Reg. 14 sets out that, no proceedings for an offence under these CPRs shall be
commenced after the end of the period of 3 years beginning with the date of the
commission of the offence (Reg.14(1)(a)); or the end of the period of 1 year beginning
with the date of discovery of the offence by the prosecutor (Reg. 14(2)(b)), whichever is
earlier.

Reg. 15, Offences committed by bodies of persons

Where an offence under these CPRs committed by a body corporate is proved to
have been committed with the consent or connivance of the body (Reg.15(1)(a)), or to be
attributable to any neglect on his part (Reg. 15(1)(b)), the officer and the body corporate
is guilty of the offence and liable to be proceeded against and punished accordingly.
Regs. 15(2)(a)&(b) made it clear that, an “officer of a body corporate” includes a director,
manager, secretary or other similar officer; and a person purporting to act as a director,
manager, secretary or other similar officer.

In the UK, a person could be investigated by National Trading Standards or by the
Competition and Markets Authority (CMA), but it is for the Crown Prosecution Service
to decide if they will bring a claim against the persons in question.

Schedule 1 of the CPRs, Commercial practices which are in all circumstances considered
unfair

The Schedule 1, CPRs lists “31 banned practices” that are deemed unfair in all
circumstances, regardless of their effect on consumers. More specifically, “Using editorial
content in the media to promote a product where a trader has paid for the promotion without
making that clear in the content or by images or sounds clearly identifiable by the consumer
(advertorial)”, is explicitly banned (Practice 11, Schedule 1, CPRs, undisclosed advertising).

The Sale of Goods Act 1979 (SoG)

The SoG 1979 is a legislation in the UK which governs the sale of goods by businesses
to consumers. It outlines the rights and obligations of both buyers and sellers in commercial
transactions involving goods. The Act covers various aspects such as the implied terms of the
contract, the transfer of ownership, and remedies for breaches of contract. It regulates all
products purchased, whether by mail order, online or on the high street.

Section 13, Sale by description and Section 14, Implied terms about quality or fitness

Within the Ss. 13 and 14, the Act requires that where there is a contract for the sale of
goods by description, the goods will correspond with the description and the goods supplied
under the contract are satisfactory quality. Therefore, it is necessary to review the appearance
and finish, freedom from minor defects, safety and durability, and a reasonable person would
regard as satisfactory, to not be in breach of the Ss. 13 and 14.

Section 27, Rules about delivery

This section requires that the seller has the duty to deliver the goods, and the buyer needs
to accept and pay for the item, in accordance with the terms of the contract of sale.
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General Data Protection Regulation (GDPR)

The GDPR is described as the most stringent privacy and security law in the world as
drafted and passed by the EU, and it imposes obligations onto organisations worldwide so long
as they target or collect related to people in the EU. Even though UK has left the EU, the GDPR
is retained in domestic law as the “UK GDPR”, but the UK has the independence to keep the
framework under review. The UK GDPR” sits alongside an amended version of the Data
Protection Act 2018.

Information Commissioner’s Office (ICO), the independent supervisory authority for data
protection in the UK, requires that companies handling personal data of UK customers must
obey the rule of the data protection.

Any company responsible for using personal data has to follow strict rules called “data
protection principles”, and they must make sure the information is: “used fairly, lawfully and
transparently; used for specified, explicit purposes; used in a way that is adequate, relevant
and limited to only what is necessary; accurate and, where necessary, kept up to date; kept for
no longer than is necessary, and handled in a way that ensures appropriate security, including
protection against unlawful or unauthorised processing, access, loss, destruction or damage.”

For serious breaches of the data protection principles, the ICO clarifies that they have the
power to issue fines of up to £17.5 million or 4% of your annual worldwide turnover,
whichever is higher. In line with their regulatory action policy, the ICO takes a risk-based
approach to enforcement.

Financial Regulation

The Financial Conduct Authority (FCA) and Prudential Regulation Authority (PRA)
regulate the financial services industry, ensuring stability, consumer protection, and market
integrity.

Competition Regulation

The Competition and Markets Authority (CMA) promotes competition and prevents
anti-competitive practices across various sectors of the economy.

Sanctions

The UK imposes various sanctions that can affect online selling, particularly for
businesses engaged in international trade. Below are some of the UK sanctions that online
sellers need to be aware of:

Financial Sanctions

Restrictions on providing financial services to, or engaging in financial transactions with,
certain individuals, entities, or countries. This can include asset freezes and prohibitions on
financial dealings. Financial sanctions can affect the ability to process payments from
sanctioned individuals or entities. Businesses must ensure their payment processors also
comply with sanctions.
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Trade Sanctions

Restrictions on exporting or importing certain goods and services to and from sanctioned
countries. This can include bans on specific products or requirements for export licenses.
Online sellers cannot sell to customers in countries subject to comprehensive sanctions (e.g.,
North Korea, Syria). Partial restrictions may apply to other countries (e.g., Iran, Russia).

Sectoral Sanctions

Target specific sectors of an economy, such as energy, defense, and finance, restricting
certain types of transactions and investments of which the Company is unlikely going to be
targeted. Office of Financial Sanctions Implementation (OFSI): The OFSI provides guidance
and maintains the UK sanctions list. They also offer support and resources for businesses to
help ensure compliance.

Import Tariffs and Custom Regulations
UK Global Tariff (UKGT)

The UKGT replaced the EU’s Common External Tariff post-Brexit and applies to goods
imported into the UK from countries with which the UK does not have a free trade agreement.
It aims to simplify tariff structures and reduce trade barrier. Businesses can use the HMRC
Trade Tariff tool to determine the specific tariff rates applicable to their products. The legal
framework for the UKGT is established under the Taxation (Cross-border Trade) Act 2018.

Customs Declarations

From 1 January 2022, all goods imported into the UK require a customs declaration. This
process ensures that duties are paid, and the goods imported comply with safety, security,
health, and environmental standards. The relevant legislation is the Customs (Import Duty) (EU
Exit) Regulations 2018, which details the requirements for customs declarations, the
classification of goods, and valuation rules.

Autonomous Tariff Quotas (ATQs)

These quotas allow for the importation of specific amounts of goods with reduced or zero
tariffs to support supply chain stability and economic needs. The UK Government periodically
reviews and updates ATQs based on market conditions. This is governed by the Taxation
(Cross-border Trade) Act 2018 and specific instruments such as the Customs (Tariff Quotas)
(EU Exit) Regulations 2020.

VAT Taxes

Under the UK VAT regime, it is customary for European sales companies to remit the
local import VAT when importing goods into the UK. The taxable value of these imports should
reflect the actual sales price. However, if the goods are not sold at the time of import, the
dutiable value is based on the Cost, Insurance and Freight (CIF) price.

Prior to January 1, 2021, goods valued at less than £15 were eligible for VAT exemption
under simplified regulations. With the implementation of new UK cross-border e-commerce
VAT rules effective from January 1, 2021, the exemption for goods under £15 has been
abolished. For goods valued at less than £135 imported from abroad and sold to UK consumers
via an online marketplace, i.e. a third-party e-commerce platform, the VAT liability at the point

— 147 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

REGULATORY OVERVIEW

of sale is transferred to the online marketplace. If the goods are within the UK at the time of
sale, the overseas seller retains the initial VAT obligation upon import but may opt for deferred
import VAT payment under the relevant policies. Should the deferred payment application be
approved, when the goods are sold to customers, the overseas seller will be deemed to have
made a zero-rated supply to the online sales platform, that is, a deemed supply, and the import
VAT will be collected and paid when the goods are sold. Overseas sellers engaging exclusively
in zero-rated supplies may either register for UK VAT or seek exemption from the registration
requirement. Overseas sellers who have registered for a UK VAT number can offset the import
VAT paid at the time of import against their VAT liabilities.

Transfer Pricing Regulations

The UK follows the OECD Transfer Pricing Guidelines, which require transactions
between related entities to be conducted at arm’s length.

Arm’s Length Principle

The arm’s length principle is the cornerstone of the UK’s transfer pricing rules. It requires
that transactions between associated enterprises be conducted as if they were unrelated, each
acting in its own best interest. This principle is enshrined in UK law under Part 4 of the
Taxation (International and Other Provisions) Act 2010. According to TIOPA 2010,
transactions must reflect the commercial and financial conditions that would be made between
independent enterprises.

HMRC Compliance and Enforcement

HMRC is responsible for enforcing transfer pricing regulations in the UK. HMRC
conducts audits to ensure compliance and has the authority to make adjustments to taxable
income if it determines that intercompany transactions were not conducted at arm’s length. In
cases where adjustments are made, penalties may also be imposed. The compliance process is
guided by the Transfer Pricing Manual provided by HMRC. HMRC encourages businesses to
engage in open dialogue through its Advance Pricing Agreement (APA) program, which allows
companies to reach an agreement with HMRC on the appropriate transfer pricing methodology
for specific transactions in advance. This can provide certainty and reduce the risk of future
disputes. The APA process is outlined in the UK Statement of Practice 2 (2010).

LAWS AND REGULATIONS RELATED TO OUR BUSINESS IN FRANCE
Statutory Laws

Our business in France is subject to various legal regulations. Below is an overview of
the laws and regulations materially relevant to our business in France. It does not claim to
provide a complete and comprehensive presentation of all relevant regulations and of all the
sanctions that may apply.
Consumer Rights Compliance

The French applicable legal provisions largely result from European laws, imposing

notably to inform the consumers, and ensuring a high level of protection of the consumers
against unfair practices.
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Information that must be communicated to consumers

The consumer must be provided with the mandatory pre-contractual information on
the good before conclusion of the contract (Article L.111-1 of the French Consumer
Code), including notably the essential characteristics of the good (its substantial qualities,
composition, origin, quantity, method and date of manufacture, the conditions of use, its
fitness for purpose, its properties, etc.), the price of the good (cf. further developments
below), its delivery date, and the information pertaining to the identification of the vendor
(such as its commercial name, corporate form, geographical address, tax registration
number, telephone number and e-mail address). This communication of information is
mandatory, and non-compliance with these rules may lead to an administrative fine up to
€15,000 (Article L. 131-1 of the French Consumer Code). The consumer must also be
informed of its right of withdrawal and the cost of returning the goods (Article L.221-5
of the French Consumer Code). Failing to provide the consumer with this information is
punished by an administrative fine of €75,000 (Article L.242-10 of the French Consumer
Code). Consumers must also be informed on the applicable legal guarantees (cf. further
developments below).

The burden of proof of the communication of all the information mentioned is borne
by the seller.

Price discount announcement

The regulation applicable concerning price discount announcement is the result of
the transposition in French national law of the EU Directive 2019/2161 of November 27,
2019 as regards the better enforcement and modernization of Union consumer protection
rules. As of May 28, 2022, any announcement of a price discount shall indicate the
previous price charged by the seller before the price reduction is applied. It is specified
that this previous price corresponds to the lowest price charged by the seller to all
consumers during the last thirty days preceding the application of the price reduction. In
the event of successive price discounts during a given period, the previous price shall be
that applied prior to the application of the first price discount (Article L. 112-1-1 of the
French Consumer Code). Any failure to comply with these obligations is subject to two
years imprisonment and a €300,000 fine, this amount may be increased, in proportion to
the benefits derived from the offence, to 10% of the average annual turnover or 50% of
the expenses incurred in carrying out the advertising or practice constituting this offence
(Article L.121-2 and L. 132-2 of the French Consumer Code).

Unfair commercial practices

French consumer law is the result of the transposition into French national law of
the European Directive 2005/29/EC of May 11, 2005 concerning unfair business-to-
consumer commercial practices. French law prohibits, as in other EU Member State, any
unfair commercial practice, which materially distorts or is likely to materially distort the
economic behaviour of the consumer with regard to the product. In particular, misleading
practices are considered as being unfair if they contain false information or in any way,
including overall presentation, deceives or is likely to deceive the average consumer, on
the nature of the product, its main characteristics, its composition, method and date of
manufacture, geographical or commercial origin, etc..
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As of May 28, 2022, failure to provide consumers with the following information
may constitute a misleading trading practice when it substantially alters or is likely to
alter the economic behavior of the consumer: (i) information on the professional or
non-professional status of the seller who offers products on an online marketplace, as
declared to the operator of this marketplace (Article L. 121-3 of the French Consumer
Code); (ii) where applicable, information on whether and how the seller ensures that the
comments published on products come from consumers who have actually used or
purchased the said products (Article L. 121-3 of the French Consumer Code).

As of May 28, 2022, the following practices constitute misleading trading practices
in all circumstances: (i) claiming that comments on products are posted by consumers
who have actually used or purchased the said products without having taken the necessary
steps to verify it (Article L. 121-4, 27° of the French Consumer Code); (ii) provide or
have provided by another legal or natural person false consumer comments or
recommendations, or altering consumer comments or recommendations to promote
products (Article L. 121-4, 28° of the French Consumer Code).

Any failure to comply with these obligations is subject inter alia to 2-year
imprisonment and a €300,000 fine, this amount may be increased, in proportion to the
benefits derived from the offence, to 10% of the average annual turnover, calculated on
the basis of the last three annual turnovers known on the date of the offence, or to 50%
of the expenses incurred in carrying out the advertising or practice constituting this
offence (Article L. 132-2 of the French Consumer Code).

Guarantees due to the consumers

The consumer benefits from two minimum mandatory guarantees from the
professional seller, which cannot be excluded or limited: the legal guarantee of
conformity of the goods with the contract and in any case the legal guarantee of hidden
defects.

Concerning the legal guarantee of conformity, it is owed by the professional seller
who must, in particular, provide goods that conform to the use usually expected of similar
goods or that the goods correspond to the seller’s description and possess the qualities
presented in samples or models, or that the goods have the qualities that a consumer may
legitimately expect following the public statements of the seller, producer or
representative (advertising, labelling, etc.). If this is not the case, the consumer has two
years to make a complaint to the seller (Articles L.217-7 to L.217-14 of the French
Consumer Code). In case of lack of conformity, the seller must offer the consumer a
replacement or repair. The consumer may have the contract rescinded or the price of the
goods reduced if the defect is significant and the time taken to replace or repair the goods
exceeds one month from the date of the request; or if no other means of remedying the
defect is possible. The consumer does not have to bear the costs of replacement, repair,
rescission or reduction of the contract.

In addition, the legal guarantee against hidden defects, which is not specific to
consumers, benefits to any buyer (Articles 1641 to 1649 of the French Civil Code). The
seller is bound by the guarantee for hidden defects in the item sold when these defects
make it unfit for the intended use or make it almost impossible to use, and the buyer
would not have bought it or would have bought it at a lower price if he had known about
these defects. The buyer has 2 years from the discovery of the defect to act and must then
choose between returning the item and having the price returned; or keeping the item and
having part of the price returned (Article 1648 of the French Civil Code).
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Compliance with Billing Regulation Between Professionals

Any purchase of products or provision of services for professional activities is subject to
invoicing. The seller is obliged to issue the invoice upon delivery or provision of services. The
buyer is required to request it. Both the seller and the buyer must retain a copy of any invoice
issued for the duration specified by the applicable provisions of the general tax code. Certain
details are mandatory (the names and addresses of the parties, and their billing address if
different, the date of the sale or provision of service, the quantity, precise description, and unit
price excluding VAT of the products sold and services rendered, as well as any price reduction
obtained at the date of sale or provision of services and directly related to that transaction,
excluding discounts not specified on the invoice) (Article L.441-9 of the French Code of
Commerce). Any failure to comply with the above is subject to an administrative fine not
exceeding €375,000 and in case of repeated breaches €750,000 within a two-year period from
the date the initial sanction decision becomes final (Article L.441-9 of the French Code of
Commerce).

Product Compliance

The Company’s product portfolio covers categories including furniture and home
furnishings, home appliances, electric tools, consumer electronics, sport and wellness products
and others. As a general rule, according to product-related EU and French law, every product
must be designed, manufactured and usable in a way that it does not pose unacceptable risks
to its user.

In addition, electrical and electronic products and equipment sold in the EU and in France
must comply with definite technical specifications, specific environmental standards, waste
management requirements, eco-design and energy labelling requirements for energy-using
products and compatibility requirements in order to avoid inadequate interference with other
products (e.g. in terms of electromagnetic compatibility and radio waves). In particular, the
following product-related regulations may be relevant to our products: Directive 2014/35/EU
(Low Voltage Directive), Directive 2014/30/EU (EMC-Directive), Directive 2014/53/EU
(Radio Equipment Directive), Directive 2011/65/EU (RoHS Directive), Directive 2012/19/EU
(WEEE-Directive), regulations for batteries and accumulators (e.g. Directive 2006/66/EC),
Directive 2009/125/EC (Eco-design Directive), Regulation (EU) 2017/1369 (Energy Labelling
Regulation), Directive 2001/95/EC (General Product Safety Directive), Directive 2009/48/EC
(Toy Safety Directive), Directive 94/62/EC (Packaging and Packaging Waste), Regulation (EU)
No 1007/2011 (Textiles products, Fiber names and related labelling and marking), each as
amended, and their French law equivalents including the relevant sections of the Consumer
Code and Environmental Code, and other national supplementary regulations or legal
provisions, in particular those transposing, implementing and shaping the legal requirements of
the European Union. In addition, since 2021, Regulation (EU) 2019/1020 (Market Surveillance
Regulation) introduced new provisions that supplement, further develop and strengthen the
existing market surveillance concept and the official tasks and competences of market
surveillance authorities.

In addition to the above regulations, the general EU legislation of chemical substances
(Regulation (EC) No. 1907/2006, REACH) provides for the general obligation to register
chemical substances imported or manufactured in the EU on their own, in preparations or in
articles. It also provides restrictions or prior authorisations for the presence above certain
concentration levels, or the use, of certain substances of very high concern in articles. On June
10, 2022, the European Chemicals Agency updated the list of candidate substances of very high
concern for authorisation on its website, which now includes 224 entries. The REACH
Regulation which is applicable without the need for transposition into the domestic laws of the
EU Member States, will be subject to a revision proposal by the EU Commission.
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The REACH Regulation works in combination with Regulation (EC) No 1272/2008 on
classification, labelling and packaging of substances and mixtures. Furthermore, Regulation
(EC) No. 528/2012 on biocidal products and its French law implementation measures restrict
the use of certain biocidal products in articles imported in the EU such as antibacterial,
anti-mould and anti-odour products.

Lastly, to the extent they may be qualified as such, products placed on the French market
must comply with Regulation (EC) No 1223/2009 (Cosmetic Products) and/or Regulation (EC)
No 648/2004 (Detergents), Regulation (EU) 2017/745 (Medical Devices), Regulation (EC) No
1935/2004 (Food-contact materials) and their implementing regulations. Briefly summarized
those aforementioned regulations, amongst others, provide for requirements regarding (i)
product properties (e.g. bans or restrictions on substances used to treat, contained in, or
released by articles, requirements regarding product construction and design, conformity with
technical standards, radio or electromagnetic frequencies or other material product qualities),
(ii) product labelling (e.g. regarding product and manufacturer/importer identification
domiciled in the European Economic Area, applicable markings, e.g. CE-marking and energy
efficiency labelling), (iii) registration and notification obligations (e.g. the obligation to
register electronic equipment or batteries/accumulators in public registers and participate in a
recycling system), (iv) selective collection and take-back obligations at end of product’s life
(e.g. taking back electronic equipment or batteries/accumulators), (v) procedural obligations,
such as drawing up specific documentation (e.g. technical obligation comprising testing
reports, expert opinions and design drawings, declaration of conformity), and (vi) proper
instruction and information to users (e.g. user manual, warnings affixed to the product).

Generally, product-related EU and domestic laws are applicable when a product is placed,
made available on or imported into the French or European market. In principle, the legally
responsible person is the manufacturer, importer, distributor or — as expressly provided for in
the Market Surveillance Regulation applicable since 2021 — “fulfillment service provider,”
i.e. any natural or legal person offering, in the course of commercial activity, at least two of
the services including warehousing, packaging, addressing and dispatching. A product is placed
or made available when it is supplied on the French or European market for distribution,
consumption or use without the need for a transfer of ownership or possession, or payment, as
it is sufficient for the product to be made available or offered (including online distribution)
in a way that merely requires acceptance by another person.

Products that do not comply with the aforementioned product compliance requirements
cannot be marketed lawfully in France. The enforcement authorities, including customs, are
entitled to take appropriate preventive measures when they have reason to suspect that a
product does not fulfil these requirements. Such measures include, but are not limited to: (i)
prohibiting the exhibition of such product; (ii) ordering that such products be withdrawn or
recalled; (iii) seizing such products, destroying or having them destroyed or otherwise rendered
unusable and (iv) signaling and informing the network of enforcement authorities of all EU
Member States while publicizing this information. Furthermore, non-compliance with product
safety regulations is subject to fines (of up to €100,000 per violation). Under certain
conditions, non-compliance may also constitute a criminal offense and lead to imprisonment
for up to one year. Particularly in the case of damage to life and limb, considerably higher
penalties may be imposed.

In case of defective product (i.e. not offering the safety that can legitimately be expected),
the Directive 2001/95/EC of the European Parliament and of the Council of 3 December 2001
on general product safety shall be observed. The producer/importer is liable even if he has not
committed any fault in marketing the product. The person who affixes his trademark is
assimilated to the producer (Article 1245-3 of the French Civil Code). The victim has 3 years
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from the date of knowledge of the defect up to a maximum of 10 years from the date the
product was put into circulation to bring an action (Article 1245-15 and 1245-16 of the French
Civil Code). The victim may claim damages as compensation for the damage caused by the
defect (Article 1245 of the French Civil Code) regardless of the existence of a contract between
the producer and the victim.

Compliance with IP Law

In France, the Intellectual Property Code (“Code de la Propriété Intellectuelle” — “CPI”)
grants protection for different types of intellectual property rights such as trademarks, patents
and utility certificates, and designs.

. Under CPI, a patent grants its owner the right to hinder a third party from making,
using, selling, offering for sale, or possessing products or processes using the
patented technical invention throughout France or importing the invention into
France. France has a “first to file” system which means that the right to a patent for
a given technical invention lies with the person who first filed the patent application
(regardless of the date the actual invention was made). Another category of
intellectual property rights similar to patents are utility certificates, this IP right has
a shorter protection than the patent (10 years instead of 20 years) and does not
require prior art searches during the application proceedings. CPI and, on an EU
level Regulation (EU) 2017/1001 (EU Trademark Regulation), protects trademarks,
which may, inter alia, be or consist of words, a logo, sounds, a shape of goods or of
their packaging as well as other wrapping, and/or colours and colour combinations.

. The main purpose of a trademark is to identify products and services and to
distinguish them from products and services of other companies and/or competitors.
CPI protects by means of a design the appearance of a whole or a part of a product
resulting from the features of, inter alia, the lines, contours, colours or shape of the
product or its ornamentation. On an EU level, Regulation (EC) No 6/2002
(Community Designs Regulation) confers a similar protection in the whole EU
territory. Trademark and design rights grant its holder certain exclusive rights with
regard to their use on the French and EU market.

. Domain names can be booked in France (.fr) on a “first come first served” basis,
under the condition that the applicant proves legitimate interest. In order to
constitute prior right the domain name has to be in used for a similar activity.

If intellectual property rights are infringed by third parties, the owner can claim, in
particular, injunctive relief, disclosure and compensation for damages. Claims can be brought
on the basis of counterfeiting and also unfair competition. When importing goods and
rendering services in France, it is highly recommendable to check that goods do not infringe
prior IP rights of third parties.

Law Regulating Commercial Influence

A new law was enacted in France on June 9, 2023 [Law no. 2023-451] to regulate the
slippages of the influencers on social networks.

The first significant contribution of this law was to define what is meant by “influencer”.
This point is crucial as it was important to differentiate an influencer from a model or an
ambassador. The first article of this law states that any “natural or legal persons who, for a fee,
use their reputation among their audience to communicate content to the public by electronic
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means for the purpose of promoting, directly or indirectly, goods, services, or any cause
whatsoever, engage in the activity of commercial influence by electronic means”. To fall within
the scope of the definition, all the conditions have to be fulfilled, in particular the existence
of a counterpart which is essential. This latter may consist of remuneration, a gift of any kind
or a visibility exchange. The definition of the influencer is quite broad, and there is no
distinction among influencers depending on the size of their community.

The second significant contribution of this law is the obligation for the parties to sign a
contract. A written contract between the different parties is now mandatory and shall specify
some information including the nature of the missions and the compensation paid, under
penalty of nullity. It is also mandatory to mention that the contract is governed by French law,
in particular the law dated June 9, 2023 from a threshold of sum or value of the operation.
However we have no information as of today on the threshold of the sum of money or value
of the operation. This law also states a joint liability between actors (advertisers, agencies
and/or influencers), who can be sanctioned due to the actions of an influencer damaging third
parties.

Consumer protection is also key in this new regulation : the transparency of content
constitutes an essential change for influencers and advertisers. For any promotion of goods or
services by a commercial influencer within the meaning of the new law, the wording of
“Publicité” (i.e. advertising) or “collaboration commerciale” (i.e., commercial relationship)
shall appear clearly, readably, in any publishing, regardless of whatever the format, and during
the entire promotion. Any oversight may be punished with a fine of up to €300,000.

Law Regulating Unfair Competition

Unfair competition is sanctioned by case law on the ground of the civil liability/tort law
(Articles 1240 and 1241 of the French civil code). In such case, an action for damages is
brought by a competitor before civil courts.

Three conditions must be met for an economic operator to take this action against a
competitor: (1) a fault of a competitor which refers to any practice which is contrary to
commercial practice and professional honesty, regardless of whether there is any intention to
cause harm; (2) a loss, which refers to any damage suffered by the other competitor that causes
a commercial disturbance; and (3) a causal link, which is generally inferred from the fault and
the loss.

Data Protection Law

Data protection is fundamentally regulated in the provisions of the EU General Data
Protection Regulation (EU) 2016/679 (GDPR). According to the so-called market place
principle in Article 3 (2) of the GDPR, the GDPR also applies to foreign companies for the
processing of personal data of persons located in the EU, insofar as the processing is related
to the offer of goods and services or the observation of the data subjects. The relevant
connecting factor is the targeting of certain sales and advertising measures to persons located
in the EU. The GDPR generally addresses the controller of the data processing regarding the
obligations and duties in relation to the processed data, as the data controller is the main legally
responsible entity in the context of the GDPR. In the case of an e-commerce platform where
a platform operator offers on his platform to sellers and providers of goods and services the
possibility to sell, platform operator and sellers usually are either independent controllers (each
responsible for their own processing of data) or so-called joint controllers (together responsible
for the data processing). Either way — joint or independent controller — the controller must
in particular adhere to the GDPR principles for data processing and must ensure the existence
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of adequate legal bases for data processing as well as the availability of transparent information
on the data processing from the customer’s/user’s point of view. Additional obligations and
data protection relationships may exist depending on the individual case, for example data
processing agreements may exist with payment service providers involved on behalf and
according to the data processing directions by any one controller.

GDPR principles

The GDPR provides various principles that also run through the national regulations
and must therefore always be observed. If these principles/requirements are not met and
unlawful processing takes place, data subjects can assert their rights under the GDPR and
sue for damages. There may also be a threat of proceedings by the supervisory authorities.

Some of the most relevant principles of the GDPR are regulated in Art. 5. Any
personal data must always be processed on a legal basis (Art. 5 I a) GDPR), in a
transparent manner (Art. 5 I a), Art. 13 GDPR) and with the usage of such data limited
to a specific, explicit purpose (Art. 5 I b) GDPR). The personal data that is stored must
be kept to a minimum (Art. 5 T ¢c) GDPR) and up-to-date (Art. 5 T d) GDPR), and must
be deleted as soon as it is no longer needed for the specified purpose (Art. 5 T e) GDPR).
The processing of personal data with/between several parties must be regulated by
corresponding data processing agreements like a data processing agreement (Art. 28
GDPR) or a joint controller agreement (Art. 26 GDPR). This also applies for data
processing between group companies and affiliates.

The transfer of personal data outside the EU/EEA must meet special requirements.
There must either be an adequacy decision by the EU Commission for the country in
which the recipient is located or additional guarantees in accordance with Art. 46 GDPR.
This also applies for data transfers between group companies and affiliates. If data of
European citizens will be stored on the servers in Hong Kong, appropriate guarantees
(Art. 46 GDPR) must be in place.

Legal consequences of violations of the GDPR

Any person who has suffered material or non-material damage as a result of an
infringement of this Regulation shall have the right to obtain compensation from the
controller or processor for the damage suffered. The data subjects may therefore bring an
action for damages before the civil courts. In May 2023, the European Court of Justice
ruled that no materiality threshold is to be observed and thus also allows for “trivial
cases”.

In addition to legal action in the civil courts, administrative proceedings can also be
brought before the supervisory authorities. These can either carry out an inspection of the
company on their own initiative or because someone, e.g. a data subject, has issued a
notification. Infringements of the following provisions might be subject to administrative
fines up to €10,000,000, or in the case of an undertaking, up to 2 % of the total worldwide
annual turnover of the preceding financial year, whichever is higher: (i) the obligations
of the controller and the processor pursuant to Articles 8 (child’s consent), 11 (processing
which does not require identification), 25 to 39 (controller and processor; general
obligations, security of personal data as data protection officer) and 42 (certification) and
43 (certification bodies); (ii) the obligations of the certification body pursuant to Articles
42 (certification) and 43 (certification bodies); (iii) the obligations of the monitoring body
pursuant to Article 41(4). Infringements of the following provisions might be subject to
administrative fines up to €20,000,000, or in the case of an undertaking, up to 4 % of the
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total worldwide annual turnover of the preceding financial year, whichever is higher: (i)
the basic principles for processing, including conditions for consent, pursuant to Articles
5 (principles relating of personal data), 6 (lawfulness of processing), 7 (condition for
consent) and 9 (processing of special categories of personal data); (ii) the data subjects’
rights pursuant to Articles 12 to 22 (e.g. information; right of access; right to rectification;
right to erasure; right to restriction of processing; right to object); (iii) the transfers of
personal data to a recipient in a third country or an international organisation pursuant to
Articles 44 to 49; (iv) any obligations pursuant to Member State law adopted under
Chapter IX of the GDPR; (v) non-compliance with an order or a temporary or definitive
limitation on processing or the suspension of data flows by the supervisory authority
pursuant to Article 58(2) or failure to provide access in violation of Article 58(1).

Each supervisory authority has the corrective powers to impose a temporary or
definitive limitation including a ban on processing. In this case, the data processing that
is not lawful in the opinion of the supervisory authority must be stopped accordingly.
Depending on the circumstances, this can cause the entire operation of a company to come
to a standstill. The supervisory authority may also publish fines and deliberations, which
can damage the company’s image and reputation.

Under French law, a risk of criminal sanctions is also incurred for non-compliance
with the applicable regulation (Articles 226-16 to 226-24 of French Criminal Code). The
maximum sanctions for natural persons responsible are five year’s imprisonment and a
fine of €300,000. For the legal entity, this is a fine equal to five times that provided for
the natural person (Article 131-38 of the French Criminal Code), i.e., €1,500,000, and the
additional penalties provided for in 2° to 5° and 7° to 9° of Article 131-39 of the Criminal
code, namely: (i) prohibition, permanently or for a maximum of five years, from directly
or indirectly exercising one or more professional or social activities; (ii) placement for a
period of up to five years, under judicial supervision; (iii) permanent closure, or for a
period of up to five years, of the establishments or of one or more of the establishments
of the company that were used to commit the incriminated acts; (iv) permanent exclusion
from public contracts or exclusion from public contracts for a maximum of five years; (v)
prohibition, for a period of up to five years, to issue checks other than those allowing the
withdrawal of funds by the drawer from the drawee or those that are certified or to use
payment cards; (vi) penalty of confiscation (of movable or immovable property), under
the conditions and in the manner provided for in article 131-21 of the French Criminal
code; and, (vii) posting of the pronounced decision or its dissemination either by the
written press or by any means of communication to the public by electronic means.

EU TRADE DEFENSE LAW

Below is an overview of the EU trade defense laws and regulations in Germany, Italy and
France. It does not claim to provide a complete and comprehensive presentation of all relevant
legal regulations.

Goods imported into the EU can become subject to anti-dumping and anti-subsidy
measures. The EU’s anti-dumping and anti-subsidies laws protect its domestic industries from
imports that have a competitive advantage due to unfair trading practices. The jurisdiction to
investigate and to impose measures lies with the European Commission and affects imports
into all 27 member states of the European Union. General protective measures (safeguards)
which do not address unfair trade practices are available to the European Commission, too, and
are not addressed in the following.
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An anti-dumping duty may be imposed on any dumped product whose release for free
circulation in the EU causes injury to the EU industry. A product is to be considered as being
dumped if its export price to the EU is less than a comparable price for a like product, in the
ordinary course of trade, as established for the exporting country (Article 1 para. 1 and 2
Regulation (EU) 2016/1036 of the European Parliament and of the Council of 8 June 2016 on
protection against dumped imports from countries not members of the EU). In the event that
it is not appropriate to use domestic prices and costs in the exporting country due to the
existence in that country of significant distortions, the normal value for the determination of
dumping shall be constructed on the basis of costs of production and sale reflecting undistorted
prices or benchmarks. The European Commission on 10 April 2024 published a report “on
significant distortions in the economy of the People’s Republic of China for the purposes of
trade defense investigations” (European Commission staff working document SWD(2024) 91
final). The report examines the core features that give the Chinese economy its current shape
and structure, covers various factors of production in a horizontal approach, and examines a
number of sectors including steel, aluminum, chemicals, ceramics, telecommunications,
semiconductors, railway equipment, environmental goods and new energy vehicles. The
sectors were selected on the basis of a number of criteria, such as their frequent occurrence in
the European Commission’s trade defense investigation practice or for their particular
economic or strategic importance.

The European Commission can impose a countervailing duty to offset any subsidy
granted, directly or indirectly, for the manufacture, production, export or transport of any
product whose release for free circulation in the EU causes injury to the EU industry. It does
not matter whether these products are directly imported from the country of origin or are
exported to the EU from an intermediate country (Article 1 Regulation (EU) 2016/1037 of the
European Parliament and of the Council of 8 June 2016 on protection against subsidized
imports from countries not members of the EU).

If the European Commission comes to the conclusion that products are dumped or
subsidized it can decide on provisional measures — typically duties on imports of the product
— and can furthermore make the measures definitive for a maximum of five years (subject to
extension after a review procedure). The EU member states, represented in the trade defense
committee, must be consulted by the European Commission and can block the adoption of the
most important decisions by qualified majority. Measure adopted by the European Commission
can be challenged before the European Court of Justice. However, the European Court of
Justice accepts the very broad discretion granted to the European Commission in the
anti-dumping and anti-subsidies regulations.

EU REGULATIONS ON TAXATION

In addition to the respective laws and regulations related to our business in Germany, Italy
and France, our business in EU is subject to various legal regulations regarding taxation. Below
is an overview of the EU regulations on taxation materially relevant to our business in
Germany, Italy and France. It does not claim to provide a complete and comprehensive
presentation of all relevant legal regulations.
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Tariff

Within the EU’s import customs clearance framework, all enterprises engaged in import
and export activities within the EU are required to secure an Economic Operator Registration
and Identification (the “EORI”) number for the purpose of customs declaration. The declarant
is responsible for the accuracy and completeness of the import declaration and to collaborate
with customs authorities during the inspection of goods as needed. In compliance with the EU
legislation, the declarant must be an entity with either a permanent establishment or a
registered office situated within the customs territory of the EU. A permanent establishment is
defined as a stable business location equipped with the requisite human and technical resources
for an extended period, capable of conducting all or a portion of the operations related to
customs. The main legal bases for collecting customs duties in the EU include the following
legislative acts and their subsequent amendments:

. The Common Customs Tariff of the European Communities (Council Regulation
(EEC) No 2658/87 of July 23, 1987, OJ L 284/2010) as supranational law;

. Regulation (EU) No 952/2013 laying down the Union Customs Code;

. Commission Delegated Regulation (EU) 2015/2446 supplementing Regulation (EU)
No 952/2013 as regards detailed rules concerning certain provisions of the Union
Customs Code;

. Regulation (EU) 2015/2447 laying down detailed rules for implementing certain
provisions of Regulation (EU) No 952/2013

In scenarios where goods are imported to warehouses of the third-party e-commerce
platforms or warehouse of third-party service providers, third-party service providers act as the
declarant and facilitate the customs declaration process on behalf of the actual seller the goods.
The customs value of goods is determined based on the procedural rules set forth in Regulation
(EU) No 952/2013.

The EU customs authorities reserve the right to contest the customs valuation declared.
Should the declarant contest this, they have the option to appeal. Typically, the customs
authorities will request documentation such as invoices, packing lists and transaction contracts
to substantiate the declared valuation. In cases of transactions between related parties,
additional documentation such as intercompany agreements and transfer pricing reports may be
required. In the event of non-compliance detected during an audit, the customs authorities are
authorized to levy penalties. These fines may be predetermined sums or may correlate with the
magnitude of the underpaid tariffs, contingent upon the specific details and context of the
infraction.

Income Taxes
The liability of a company incorporated in Hong Kong for income tax on its sales profits
in Germany, France, Spain and Italy is contingent upon the respective national regulations of

these countries and the existence of double taxation treaties between these countries and Hong
Kong.
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Under the double taxation treaties between Hong Kong and France, Spain and Italy, a
Hong Kong-based company is subject to taxation in these countries if it establishes a
permanent establishment therein. Profits attributed to such a permanent establishment are
taxable by the respective country. In the absence of a permanent establishment, these countries
do not have the authority to tax the sales revenue of the Hong Kong company. For the purposes
of these treaties, a permanent establishment is typically defined as a fixed place of business
through which the business of an enterprise is wholly or partly carried on. E-commerce entities
must be particularly vigilant about physical permanent establishments in Europe, which are
characterized by:

. A tangible presence, without restrictions on size or scope, such as a section of a
building, facility, or storage space;

. A relatively stable geographical location, which need not be affixed to land but must
be situated in a specific locale;

. Operational continuity, which is determined by the nature of the business and should
exclude transient activities, often requiring a presence of six months or longer;

. Control over the premises, with the right to utilise and manage the space for business
activities;

. The necessity for the company’s business operations to be conducted at the location;

. Exclusion of facilities used solely for storage, display, purchasing, or information

gathering, which are of a preparatory or auxiliary character and do not directly
contribute to profit generation.

According to relevant German national tax rules and regulations, if the business activities
carried out in Germany simultaneously fulfill the following criteria, it may constitute a
permanent establishment in Germany:

. maintain and use a fixed place in Germany;

. the trading and business activities of the corporation are carried out through the
fixed place in (1) for a certain substantial period of time; and

. the corporation has at least some authority to dispose the fixed place.

Furthermore, according to German domestic laws and regulations, resident enterprises are
required to pay corporate income tax on their worldwide income. A ‘resident enterprise’ is
defined as a company or entity with either its legal registered office or place of effective
management located in Germany. The term ’place of effective management’ refers to the
location where the highest level of management and control is exercised. Corporate income tax
returns in Germany must be filed annually, typically by 31 May of the subsequent year. This
deadline may be extended to 30 September, or further to the end of the year, if the return is
prepared with the assistance of a qualified tax adviser.
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VAT Taxes

Under the EU VAT system, when goods are imported from non-EU countries to EU
member states, overseas sellers should pay local import VAT. The duty paid value of the goods
imported into the EU should be the actual sales price of the goods, but if the goods have not
been traded when they are imported into the EU member state, it should be the Cost, Insurance,
Freight (CIF) price.

Prior to 1 July 2021, EU and non-EU sellers selling goods online to EU customers can
ship goods into the EU directly to the customer, import VAT-free, if the goods are valued at
€22 or below.

Since July 1, 2021, VAT is applicable on all goods imported into the EU, irrespective of
their value. To streamline the VAT declaration and payment process for low-value goods
imported from non-EU countries, the EU introduced the Import One Stop Shop (I0SS). Under
the 10SS, suppliers can charge VAT at the point of sale for goods with an intrinsic value not
exceeding EUR150 and remit it directly to the tax authorities, thereby exempting import VAT
at the point of importation. Furthermore, after July 1, 2021, online marketplaces, such as
third-party e-commerce platforms, may become the deemed supplier when they facilitate
certain cross-border B2C transactions of their third-party sellers. Consequently, these
platforms are responsible for collecting and remitting VAT on behalf of online sellers in these
transactions.

Additionally, the entity operating an electronic interface such as a third-party e-commerce
platform is considered the deemed supplier for transactions involving: 1) distance sales of
imported goods from non-EU territories or countries in consignments of an intrinsic value not
exceeding EUR150, frequently referred to as low value goods, and 2) the supply of goods
within the EU by a non-EU established taxable person to a non-taxable person, encompassing
both domestic supplies and intra-EU distance sales.

LAWS ON TRANSFER PRICING

When multinational enterprise groups conduct intercompany transactions involving
assets, funds, services, tax authorities scrutinize the profit allocation within the group. These
authorities commonly perceive such groups as attempting to reduce their overall tax liability
through the pricing of related-party transactions. To avoid base erosion and profit shifting,
nations have established regulations to monitor transfer pricing, ensuring the protection of their
fiscal interests. The Organization for Economic Cooperation and Development (the “OECD”)
also released the Base Erosion and Profit Shifting (hereinafter referred to as “BEPS”) Action
Plan on October 5, 2015. Subsequently, countries have been enacting and refining transfer
pricing legislation in accordance with the BEPS Action Plan to fortify their stance against base
erosion and profit shifting. Notable transfer pricing regulations and frameworks include:

. OECD Transfer Pricing Guidelines for Multinational Enterprises and Tax
Administrations;

. The Announcement of the State Administration of Taxation on Matters Relating to
the Improvement of Affiliated Declaration and Contemporaneous Document
Management (<[ SR04 R B i 50 5 B W R SN [ 00 b A B A BRI SR TE )
%) ) and the Announcement of the State Administration of Taxation on
Promulgating the Administrative Measures for Special Tax Investigation
Adjustments and Mutual Agreement Procedures ( <[2 Z B 55 48 R B i 25 A7 e il Al Bl
A R M W P AR PR 9845 ) ) in Mainland China. See “Laws and
Regulations Related to Our Business in the PRC — Transfer Pricing;”
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. The Hong Kong Inland Revenue (Amendment) (No. 6) Ordinance 2018 (the “IRO”)
codifies how the transfer pricing for the supply of goods and services between
associated parties should be determined. The Departmental Interpretation and
Practice Notes No. 58, 59 and 60 further, issued by the Inland Revenue Department
in July 2019, set out interpretations to the IRO. The codified Hong Kong transfer
pricing principles include, amongst others, the arm’s length principle for provision
between associated persons, the separate enterprises principle for attributing income
or loss of non-Hong Kong resident person, and the three-tier transfer pricing
documentation relating to the master file, local file and country-by-country reports.
Based on the IRO, a person who has a Hong Kong tax advantage if taxed on the basis
of a non-arm’s length provision (the “Advantaged Person”) will have income
adjusted upwards or loss adjusted downwards. The advantaged person’s income or
loss is to be computed as if arm’s length provision had been made or imposed
instead of the actual provision (the amount of income or loss computed is referred
to as the arm’s length amount). If the Advantaged Person fails to prove to the
satisfaction of the assessor of the IRD that the amount of the person’s income or loss
as stated in the person’s tax return in an arm’s length amount, the assessor of the IRD
must estimate an amount as the arm’s length amount and, taking into account the
estimated amount (a) make an assessment or additional assessment on the person; or
(b) issue a computation of loss, or revise a computation of loss resulting in a smaller
amount of computed loss, in respect of that person pursuant to section SOAAF of the
IRO.

. Section 482 of the US Code and Regulations in the U.S. See “Laws and Regulations
Related to Our Business in the U.S. — Transfer Pricing;”

. Chapter 1 of the Foreign Tax Act in Germany. German transfer pricing rules are
generally in line with OECD guidelines, which means that related parties must apply
the so-called “arm’s length principle” when engaging in cross-border transactions.
Section 1 of the Foreign Tax Act indicates that if a taxpayer’s income from
international business relations with a related party is reduced as a result of the
taxpayer’s basing the income determination on terms, particularly prices (transfer
prices), that diverge from those which independent third parties would have agreed
under the same or comparable circumstances (arm’s length principle), the taxpayer’s
income must, without prejudice to other provisions, be assessed to be as it would be
under terms agreed between unrelated third parties.

. Sections 34D, 34E and 34F of the Income Tax Act (“ITA”) of Singapore. With effect
from the year of assessment 2019, Singapore taxpayers are required to prepare
transfer pricing documentation (“TP Documentation”) for their related party
transactions undertaken in a basis period where: (a) its gross revenue derived from
their trade or business is more than Singapore $10 million for that basis period; or
(b) it was required to prepare TP Documentation for the basis period immediately
before the basis period concerned. However, it should be noted that there is an
exemption to prepare TP Documentation where the related party transactions fall
within the ambit of Rule 4 of the Income Tax (Transfer Pricing Documentation)
Rules 2018, which provides for certain stipulated scenarios in which a taxpayer is
exempt from having to prepare TP Documentation for its related party transactions.
Where a Singapore taxpayer (which is required to prepare TP Documentation) fails
to satisfy its obligations under Section 34F of the ITA, it shall be liable on
conviction to a fine not exceeding S$10,000. In addition, Section 34E introduces a
surcharge on any transfer pricing adjustments made. Where the Comptroller has
made a transfer pricing adjustment under Section 34D to increase the amount of
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REGULATORY OVERVIEW

income, reduce the amount of deduction/allowance or reduce the amount of loss, a
surcharge equal to 5% of the amount of increase in income or reduction in
deduction, allowance or losses will be imposed.

The surcharge applies, whether or not any additional tax is payable arising from the
adjustments (e.g., where unabsorbed tax losses, pioneer incentive exemption is
available), and is payable within one month from the issuance of the notice of
surcharge.

These regulations encompass various transfer pricing methods, such as:

(D

(2)

(3)

(4)

(5)

The comparable uncontrolled price method (the “CUP method”), which benchmarks
the price in unrelated party transactions to determine the fair price for related-party
transactions.

The resale price method, which deduces the fair transaction price from the resale
price to unrelated parties after subtracting the gross profit margin found in
comparable transactions.

The cost plus method, which adds an appropriate gross profit to the costs incurred
in related-party transactions to establish a fair price.

The profit split method, which apportions profits between related entities based on
their respective contributions to the overall profit from the related-party
transactions. This method is subdivided into the general profit split and the residual
profit split approaches.

The transactional net margin method (the “TNM method”) or the comparable profit
method, which employs profit level indicators from comparable transactions to
ascertain the net profit margin for related-party transactions. The comparable profit
method is utilized in US transfer pricing regulations, while the TNM method is
recommended by the OECD Guidelines, with both methods sharing a fundamental
similarity in approach.
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HISTORY, DEVELOPMENT AND CORPORATE STRUCTURE

OVERVIEW

Our history can be traced back to September 2010, when our Company, was established
in Shenzhen, Guangdong Province, PRC. In May 2015, our Company was converted from a
limited liability company into Shenzhen Aukey E-Business Co., Ltd. (I i 5 7 1 r B %
AR 7D, a joint stock company with limited liabilities. In March 2024, our Company was
renamed as AuGroup Technology Co., Ltd. (BUERIHEABRAF]). Our Company is a
top-ranking online retailer specializing in quality furniture and home furnishings with export
logistics solutions.

BUSINESS DEVELOPMENT MILESTONES
The following table summarizes the key milestones in our business development:

Time Milestones

2010 Our Company, Shenzhen Aukey E-Business Co., Ltd. (I Tk
TR AR/T]), was established in Shenzhen, Guangdong
Province, PRC.

2013 We have been recognized as a High-Tech Enterprise (1255 #id%
fii{2£) since 2013

2014 Our own brand AUKEY was launched and we started collaboration
with Amazon.

2015 The Shares of our Company were quoted on NEEQ in November
201500,
2017 We were recognized as National E-commerce Demonstration

Enterprise (%8 & HHnH#i43E) by MOFCOM.

2020 We acquired WESTERN POST (HK) and built an integrated
logistics system that gradually covered Europe and the United
States.

2021 We were recognized as National Industrial Design Center (B %)

T2 0) by MIIT.

2022 Our revenue generated from global B2C e-commerce market for
furniture and home furnishings exceeds RMB4 billion in 2022. We
ranked first in the B2C overseas e-commerce market for furniture
and home furnishings by China-based sellers in terms of GMV in
2022.

2023 Our revenue generated from global B2C e-commerce market for
furniture and home furnishings exceeds RMBS5 billion in 2023. We
continued to rank first in the B2C overseas e-commerce market for
furniture and home furnishings by China-based sellers in terms of
GMV in 2023.

Note: Voluntarily withdrawal of quotation on the NEEQ in April 2019.
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CORPORATE DEVELOPMENT OF OUR COMPANY
(1) Establishment of our Company

On September 13, 2010, our Company was established by Mr. Lu, using his own financial
accumulation, as a limited liability company under the laws of the PRC. Upon incorporation,
it had a registered capital of RMBO0.1 million and was wholly owned by Mr. Lu.

The following are the major shareholding changes of our Company since its
establishment. In addition, there are some immaterial shareholding changes among certain
minority Shareholders, where special rights were not involved and all the considerations have
been settled as of the Latest Practicable Date.

(2) Major Shareholding Changes of Qur Company Before Conversion into Joint Stock
Limited Company

(a) Capital increase in February 2012

In February 2012, Mr. Lu, Mr. Ze and Ke’ao Technology subscribed for the registered
capital of our Company of RMB2,030,000, RMB1,320,000 and RMB1,550,000 at par value.
The consideration was determined after arm’s length negotiations with reference to the then
paid-up registered capital of our Company. Upon completion of such capital increase, the
registered capital of our Company was increased to RMBS5,000,000 and our Company became
owned as to 42.60% by Mr. Lu, 31.00% by Ke’ao Technology and 26.4% by Mr. Ze. Ke’ao
Technology was owned as to 99% by Mr. Lu and 1% by Mr. Ze at the time of such capital
increase.

(b) Capital increase from March 2012 to November 2014

In March 2012, Shenzhen Capital Group and Shenzhen Redland subscribed for the
registered capital of our Company of RMB833,333 and RMB416,667 at the consideration of
RMB20 million and RMB10 million, respectively (“2012 March Investment”). Shenzhen
Redland is a subsidiary of Shenzhen Capital Group. For further details of 2012 March
Investment, see “— Pre-[REDACTED] Investments” below. In November 2014, Times Bole”
subscribed for the registered capital of our Company of RMB837,500 at the consideration of
RMB33,500,000, which was fully settled on January 5, 2015.

(c) Acting-in-concert arrangement

On March 6, 2015, considering Mr. Lu and Mr. Ze’s long term cooperation and trust, and
the purpose to enhance their control and influence over the Group after the Company’s Shares
to be quoted on the NEEQ in 2015, Mr. Lu and Mr. Ze entered into a concert party agreement,
which was later renewed on March 1, 2019, pursuant to which Mr. Lu and Mr. Ze have agreed
to, and shall procure those corporations under their control which directly hold Shares in our
Company, to act in concert in respect of the management and operations of our Company by
aligning their votes at the general meetings of our Company. Based on the concert party
agreement, no circumstance would lead to the termination of the concert party agreement
unless mutually agreed to terminate by Mr. Lu and Mr. Ze or requested by Mr. Lu or Mr. Ze
three years after the [REDACTED].

Note:

(I)  Times Bole refers to a group of external investors of our Company that were controlled by Shenzhen Hanxin
Asset Management Co., Ltd. (IEIITTH(E ErEH A RAR]), a professional asset management company
which became our shareholder in November 2014 and transferred all of its Shares in our Company to other
minority Shareholders during our quotation on the NEEQ.
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(d) 2015 May Share Transfer

In May 2015, in order to incentivize certain employees of our Group, Ke’ao Technology
transferred the registered capital of our Company of RMB922,502 and RMB443,223 to Mr. Lu
Songdu (FEAHE}) (our former senior management at the time of such share transfer and our
current non-executive Director) and Shenzhen Changguo (an employee share ownership
platform) at the consideration of RMB930,000 and RMB450,000, respectively (“2015 May
Share Transfer”).

(3) Conversion into Joint Stock Limited Company

In preparation of our application for quotation on the NEEQ, and pursuant to
shareholders’ resolutions dated May 3, 2015, and a promoters’ agreement dated May 3, 2015
entered into by all the then Shareholders, all promoters of our Company (being all the then
Shareholders) approved the conversion of the net assets value of our Company as of March 31,
2015 into 20,000,000 Shares of our Company with a nominal value of RMB1.00 each, with the
remaining RMB47,996,863.76 recorded as capital reserves of our Company. On May 25, 2015,
our Company was converted into a joint stock company with limited liability and was
renamed Shenzhen Aukey E-Business Co., Ltd. (ﬁﬂ”ﬁfﬁ%%%ﬁﬁ%ﬁi%ﬁﬁﬁﬁﬁj) (the
“Conversion”). The diagram below illustrates our simplified shareholding and corporate
structure immediately after the Conversion.

Mr. Lu Shenzhen Shenzhen Shenzhen .
‘ Mr. Lu ’ ‘ Mr. Ze ’ ‘ Songdu ’ Capital Group ‘ Redland ’ ‘ Changguo ’ ‘ Times Bole ’
30.05% 18.62% 13.02% 11.76% 5.88% 6.25% 14.42%
v
[ Our Company ]

(4) Quotation on the NEEQ, Major Shareholding Changes and Subsequent Withdrawal
of Quotation on the NEEQ

(a) Quotation on the NEEQ

To improve the brand awareness and corporate governance of our Company as well as to
expand our financial resources, our then Shareholders resolved to apply for the quotation of our
Shares on the NEEQ in 2015. On November 16, 2015, our Shares became quoted on the NEEQ
under the stock code of 834206.

(b) 2017 March Investment

In March 2017, Qingdao GoldStone'" subscribed for 1,500,000 Shares of our Company
at the consideration of RMB49,995,000 (“2017 March Investment”). For further details, see
“— Pre-[REDACTED] Investments” below.

Note:
(1) In December 2023, Qingdao GoldStone transferred all of the Shares held by it in the Company to CITIC

Investment, at the consideration of RMB58,972,364, which was fully settled on December 25, 2023. Both
Qingdao GoldStone and CITIC Securities Investment are controlled by CITIC Securities.
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(c) 2018 July Share Transfer

From July 2018 to September 2018, Gongqingcheng Greenwoods Jing’an acquired a total
of 11,858,800 Shares from certain minority Shareholders of our Company on the NEEQ at the
total consideration of RMB602,336,000 (“2018 July Share Transfer”). For further details, see
“— Pre-[REDACTED] Investments” below.

(d) 2018 August Share Transfer

In August 2018, HongShan Baosheng acquired 5,999,999 Shares from certain minority
Shareholder of our Company on the NEEQ at the total consideration of RMB322,319,946
(“2018 August Share Transfer”). For further details, see “— Pre-[REDACTED] Investments”
below.

(e) 2018 December Share Transfer

From December 2018 to March 2019, Starquest Fund acquired a total of 3,713,583 Shares
from certain minority Shareholders of our Company at the total consideration of
RMB199,961,079 (“2018 December Share Transfer”). For further details, see “—
Pre-[REDACTED] Investments” below.

(f) Voluntarily withdrawal of quotation on the NEEQ

On January 13, 2019, considering the then low trading volume on the NEEQ and in
preparation for the application of the listing of our Shares on the Shanghai Stock Exchange
Science and Technology Innovation Board, our Board resolved to voluntarily cease the
quotation of our Shares from the NEEQ, which was duly approved by our then Shareholders.
On April 16, 2019, the Shares ceased to be quoted on the NEEQ (the “NEEQ Withdrawal”).
The diagram below illustrates our simplified shareholding and corporate structure immediately
after the NEEQ Withdrawal.

Mr. Lu Mr. Z Gonggingcheng Shenzhen HongShan Mr. Lu Minority
. e Greenwoods Jing’an| | Capital Group Baosheng Songdu Shareholders™"
23.94% 11.73% 13.85% 8.31% 7.01% 6.79% 28.37%

N
Our Company

Note:

(I)  These 28.37% equity interest in our Company were held by 56 Shareholders, each held less than 5% equity
interest in our Company.

During the years which our Shares were quoted on the NEEQ, our Company did not
receive any notice from the NEEQ Company alleging any material non-compliance incidents
on the part of our Company. Our Company confirms that, to their best knowledge and belief