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The publication of this Post Hearing Information Pack is required by The Stock Exchange of Hong Kong Limited (the
“Exchange”) and the Securities and Futures Commission (the “Commission”) solely for the purpose of providing
information to the public in Hong Kong.

This Post Hearing Information Pack is in draft form. The information contained in it is incomplete and is subject to change
which can be material. By viewing this document, you acknowledge, accept and agree with Bloks Group Limited (the
“Company”), its joint sponsors, overall coordinators, sponsor-overall coordinators, advisers or members of the underwriting
syndicate that:

(a) this document is only for the purpose of providing information about the Company to the public in Hong Kong and
not for any other purposes. No investment decision should be based on the information contained in this document;

(b) the publication of this document or any supplemental, revised or replacement pages on the Exchange’s website does
not give rise to any obligation of the Company, its sponsors, overall coordinators, sponsor-overall coordinators,
advisers or members of the underwriting syndicate to proceed with an offering in Hong Kong or any other jurisdiction.
There is no assurance that the Company will proceed with the offering;

(c) the contents of this document or any supplemental, revised or replacement pages may or may not be replicated in full
or in part in the actual final listing document;

(d)  the Post Hearing Information Pack is not the final listing document and may be updated or revised by the Company
from time to time in accordance with the Rules Governing the Listing of Securities on the Exchange;

(e) this document does not constitute a prospectus, offering circular, notice, circular, brochure or advertisement offering
to sell any securities to the public in any jurisdiction, nor is it an invitation to the public to make offers to subscribe
for or purchase any securities, nor is it calculated to invite offers by the public to subscribe for or purchase any
securities;

(f) this document must not be regarded as an inducement to subscribe for or purchase any securities, and no such
inducement is intended;

(2) neither the Company nor any of its affiliates, advisers or underwriters is offering, or is soliciting offers to buy, any
securities in any jurisdiction through the publication of this document;

(h) no application for the securities mentioned in this document should be made by any person nor would such application
be accepted;

(i) the Company has not and will not register the securities referred to in this document under the United States Securities
Act of 1933, as amended, or any state securities laws of the United States;

@) as there may be legal restrictions on the distribution of this document or dissemination of any information contained
in this document, you agree to inform yourself about and observe any such restrictions applicable to you; and

(k) the application to which this document relates has not been approved for listing and the Exchange and the
Commission may accept, return or reject the application for the subject public offering and/or listing.

THIS POST HEARING INFORMATION PACK IS NOT FOR PUBLICATION OR DISTRIBUTION TO PERSONS IN THE
UNITED STATES. ANY SECURITIES REFERRED TO HEREIN HAVE NOT BEEN AND WILL NOT BE REGISTERED
UNDER THE U.S. SECURITIES ACT OF 1933, AND MAY NOT BE OFFERED OR SOLD IN THE UNITED STATES
WITHOUT REGISTRATION THEREUNDER OR PURSUANT TO AN AVAILABLE EXEMPTION THEREFROM. NO
PUBLIC OFFERING OF THE SECURITIES WILL BE MADE IN THE UNITED STATES.

NEITHER THIS POST HEARING INFORMATION PACK NOR ANY INFORMATION CONTAINED HEREIN
CONSTITUTES AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITIES IN THE
UNITED STATES OR IN ANY OTHER JURISDICTIONS WHERE SUCH OFFER OR SALE IS NOT PERMITTED.

THIS POST HEARING INFORMATION PACK IS NOT BEING MADE AVAILABLE IN, AND MAY NOT BE
DISTRIBUTED OR SENT TO ANY JURISDICTION WHERE SUCH DISTRIBUTION OR DELIVERY IS NOT
PERMITTED.

No offer or invitation will be made to the public in Hong Kong until after a prospectus of the Company has been registered
with the Registrar of Companies in Hong Kong in accordance with the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). If an offer or an invitation is made to the public in Hong
Kong in due course, prospective investors are reminded to make their investment decisions solely based on a prospectus of
the Company registered with the Registrar of Companies in Hong Kong, copies of which will be made available to the public
during the offer period.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility
for the contents of this document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this document.

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

The [REDACTED] is expected to be determined by agreement between the [REDACTED] (on behalf of the [REDACTED]) and us on the [REDACTED]. The
[REDACTED] is expected to be on or before [REDACTED] and, in any event, not later than [REDACTED]. The [REDACTED] will be not more
than[REDACTED] per [REDACTED] and is currently expected to be not less than [REDACTED] per [REDACTED]. If, for any reason, the [REDACTED] is not
agreed by [REDACTED] between the [REDACTED] (on behalf of the [REDACTED]) and us, the [REDACTED] will not [REDACTED] and will lapse.
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The [REDACTED], for themselves and on behalf of the [REDACTED], and with our consent may, where considered appropriate, reduce the number of
[REDACTED] and/or the indicative [REDACTED] range below that is stated in this document (which is [REDACTED] to [REDACTED]) at any time on or prior
to the morning of the last day for lodging applications under the [REDACTED]. In such a case, notices of the reduction in the number of [REDACTED] and/or the
indicative [REDACTED] range will be published on the website of our Company at https://www.bloks.com/and on the website of the Stock Exchange at
www.hkexnews.hk as soon as practicable following the decision to make such reduction, and in any event not later than the morning of the day which is the last
day for lodging applications under the [REDACTED]. Further details are set forth in “Structure of the [REDACTED]” and “[REDACTED]” in this document.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this document, including but not limited to
the risk factors set out in the section headed “Risk Factors” in this document.

The obligations of the [REDACTED] under the [REDACTED] are subject to termination by the [REDACTED] (for themselves and on behalf of the [REDACTED])
if certain grounds arise prior to 8:00 a.m. on the [REDACTED]. See [REDACTED].

The [REDACTED] have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be offered,
sold, pledged or transferred within the United States except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the
U.S. Securities Act and applicable U.S. state securities laws. The [REDACTED] are being offered and sold (i) within the United States solely to “Qualified
Institutional Buyers” as defined in Rule 144 A pursuant to an exemption from registration under the U.S. Securities Act and (ii) outside the United States in offshore
transactions in accordance with Regulation S under the U.S. Securities Act.
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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 and is qualified in its entirety by, and should be in conjunction with, the
full text of this document. You should read the entire 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 “Risk Factors” in this
document. You should read that section carefully before you decide to invest in the
[REDACTED].

OVERVIEW
Who We Are

We are a leader of assembly character toys in China. Leveraging our portfolio of more
than 500 patents, in-house IP development capability and cooperative relationships with
approximately 50 renowned IP franchises on a non-exclusive basis, we are dedicated to
providing consumers with a wide range of quality-for-money assembly character toys and have
achieved rapid growth. Our assembly character toys recreate the essence of IP characters.
Through the combination of our product strength and supply chain capabilities, we are able to
maintain cost advantages and continuously expand product categories. We have established a
multi-channel sales network in China with a comprehensive and extensive consumer reach. We
pivoted to offline sales channel with a focus on distributors as we began to offer assembly
character toys in 2022. According to Frost & Sullivan, we are China’s largest and leading
player in the assembly character toy segment with a GMV of approximately RMB1.8 billion
in 2023. We are also a fast-growing toy company with a GMV growth of over 170% in 2023.
Our market share in China’s assembly character toy segment and China’s assembly toy market
in terms of GMV was 30.3% and 7.4% in 2023, respectively. China had an assembly character
toy market size of RMBS5.8 billion in terms of GMYV, representing 5.5%, 14.3% and 24.4% of
China’s toy market, characters toy market and assembly toy market in 2023, respectively.

Our Major Products

7R &T AR R K2R

Magic Blocks = Hero Infinity - Ultraman TRANSFORMERS
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We generated a substantial portion of revenue from the sales of products based on the
Ultraman IP, which contributed to 63.5% and 57.4% of our revenue in 2023 and the six months
ended June 30, 2024, respectively. We entered into a license agreement with an IP licensor to
secure the rights to develop and sell products under the Ultraman IP in 2021, and has
maintained a positive relationship ever since. This can be evidenced by the fact that before the
expiration date, our Ultraman IP license in China was extended to 2027. We strive to continue
to maintain such positive relationship through active communication, and do not foresee any
material adverse changes to, or termination of, our relationship with the IP licensor of the
Ultraman IP as of the Latest Practicable Date. See “— Key IP Information.” However, there
can be no assurance that we will always be able to renew our licenses on favorable terms, if
at all. See “Risk Factors — We may fail to obtain, maintain or renew IP licenses on favorable
terms, and our IP proprietors or licensors may fail to maintain and protect their IPs.”

Evolution of Our Business

We have been dedicated to the design, development and sales of assembly toys since
2016. Starting from brick-based toys, we accumulated a wealth of knowledge in assembly toys
which served as a solid foundation for expanding our product offering. We then strategically
diversified our product offering to include assembly character toys. We started the research and
development of assembly character toys in 2019 and began to offer such products in 2022, as
we saw large growth potential driven by strong demand for toys that combine highly engaging
assembling process and popular IP characters with strong and loyal fan bases. According to
Frost & Sullivan, China’s assembly character toy market grew by a CAGR of 49.6% from
RMB1.2 billion in 2019 to RMBS5.8 billion in 2023, and is expected to grow at a CAGR of
41.3% from RMBS5.8 billion in 2023 to RMB32.5 billion in 2028.

Brick-based toys and assembly character toys, both being assembly toys, share many
similarities in product design and production. Both brick-based toys and assembly character
toys employ the concept of standard components, have components that are compatible across
various products, and involve assembling and connecting mechanism. On the other hand, the
primary differences between our brick-based toys and assembly character toys are (i) the size
of components, and (ii) that it is more difficult to recreate the essence of the IP characters with
bricks. In addition, the raw materials and production process for brick-based toys and assembly
toys are similar, which enabled us to leverage our expertise, knowledge and established
relationship in production and supply chain management. This can be further corroborated by
the fact that three of our partner factories have been working with us to produce brick-based
toys since 2017, 2018 and 2021, respectively, and continued to produce assembly character
toys for us afterwards.
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Due to the abovementioned similarities, we are able to leverage our management and
other experiences from brick-based toys in diversifying our assembly toy offering to include
assembly character toys. Particularly, we have accumulated knowledge in product design
(including connection mechanism and materials) and production (including molding, injection
and painting). On the back of our experience in brick-based toys, we developed the Bloks
System specifically for our assembly character toys. See “Business — Overview — The Bloks
System.” Our assembly character toys quickly achieved success. We began to offer assembly
character toys in January 2022. The revenue from our assembly character toys increased by
553.5% from RMB117.7 million in 2022 to RMB769.0 million in 2023, and increased by
323.8% from RMB241.4 million in the six months ended June 30, 2023 to RMB1,023.1 million
in the six months ended June 30, 2024. In 2022, our assembly character toys achieved a gross
profit margin of 36.8%, similar to that of brick-based toys. The gross profit margin further
increased to 48.4% in 2023 and 53.3% in the six months ended June 30, 2024, exceeding that
of brick-based toys at 38.7% and 38.1% for the respective periods.

Prior to the launch of our assembly character toys, we sold our brick-based toys through
offline channels such as distributors and consignment sales as well as online channels. In 2021,
45.7% and 51.8% of our revenue were generated through offline channels and online channels,
respectively. We pivoted to offline sales channel with a focus on distributors as we began to
offer assembly character toys in 2022. This approach leveraged the local resources and market
intelligence of distributors, enabling us to effectively penetrate the market. More specifically,
offline distributorship allows our target consumers to conveniently experience and purchase
our products offline. By utilizing offline distributorship, we were able to expand presence and
drive our growth efficiently and effectively. In 2022, 2023 and the six months ended June 30,
2024, our offline distribution sales amounted to 48.2%, 83.6% and 91.6% of our total revenue,

respectively.

Our Product Approach

We adopt a product approach that offers consumers a new choice in the highly popular
character toys market. Through our product approach that employs an optimal combination of
standard and customized components, we produce character toys that recreate the essence of
the IP characters, and are fun to assemble and play with, and more accessible in terms of
pricing. Our product approach enables us to effectively commercialize our self-developed and
licensed IPs to strengthen and rapidly broaden our product offering. Surrounding our product
approach, we have built the Bloks System. See “Business — Our Product Approach.”
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The architecture of our assembly character toys draws inspiration from human physique
to assimilate stability, mobility and appearance. Under this approach, we recreate characters
that can be assembled, posed and customized with details through the combination of standard
and customized components.

The Architecture of Our Assembly Character Toys

- N -

Hero Infinity —
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Market Opportunities

Assembly character toy is the fastest-growing segment in the global toy market and has
significant growth potential. Due to the emergence of multiple product approaches and quality
supply, assembly character toys enjoy significant differentiated advantages over traditional
character toys, gradually becoming the preferred choices of consumers, with the penetration
rate in the global toy market expected to increase in the long run.
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According to Frost & Sullivan, the global and China’s character toy market reached
RMB345.8 billion and RMB40.3 billion in 2023, and is expected to grow at a CAGR of 9.3%
and 17.7% to reach RMB540.7 billion and RMB91.1 billion in 2028, respectively. Within the
above markets, the global and China’s assembly character toy market reached RMB27.8 billion
and RMB5.8 billion in 2023, and is expected to grow at a CAGR of 29.0% and 41.3% to reach
RMB99.6 billion and RMB32.5 billion in 2028, respectively. The penetration rate of global and
China’s assembly character toys in the character toy market is expected to increase from 8.0%
and 14.3% in 2023 to 18.4% and 35.6% in 2028, respectively. Furthermore, the assembly
product approaches can also be applied to multiple categories of toys, including vehicle toys
and various scenery toys. In particular, the global and China’s vehicle toy market reached
RMB96.7 billion and RMB15.1 billion in 2023, and is expected to grow at a CAGR of 2.9%
and 6.3% to reach RMB111.6 billion and RMB20.5 billion in 2028, respectively.

Rich IP Portfolio

Our self-developed IPs and renowned licensed IPs form our rich IP portfolio. We have
successfully developed two IPs in-house, including the children-development-oriented Magic
Blocks (F %444 1]) and the Chinese culture-themed Hero Infinity (J<#EHEFR). Our assembly
character toys efficiently commercialize IP at scale and position us as a preferred partner of
various proprietors of renowned IPs. As of the Latest Practicable Date, we had obtained
non-exclusive licenses for approximately 50 renowned IPs from IP proprietors or licensors,
including Ultraman, TRANSFORMERS, Naruto, Marvel’s Infinity Saga, Marvel’s Spidey and
His Amazing Friends, Minions, Pokémon, Kamen Rider, Detective Conan, Hatsune Miku, Saint
Seiya, EVANGELION, Hello Kitty, Sesame Street, SUPER SENTAI, DC’s Superman, DC’s
Batman, Harry Potter and STAR WARS. Our rich IP portfolio enables us to offer products to
reach consumers across different age groups and genders globally.

Comprehensive Product Offering

We capture the market opportunities and are committed to leveraging our Bloks System
that combines standardization and individuality elements to create highly popular and fun
assembly character toys, address global consumers’ widespread demand for toys that recreate
the essence of IP characters, and deliver the joy of assembling. Through a large number of
SKUs, a comprehensive price segment coverage and a rich IP portfolio, we have built an
expansive matrix-style product offering and continue to serve consumers, fans and BFCs with
a wide selection of products. As of June 30, 2024, we had a total of 431 SKUs available for
sale, including 116 SKUs designed primarily for children under the age of six, 295 SKUs
designed primarily for consumers between the ages of six and 16, and 20 SKUs designed

primarily for consumers over the age of 16.
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Our products offer consumers various quality-for-money propositions, including

excellent experience, exquisite design and high quality.

g

eF
§2

=]

(RMB100 and above)

Fun experience. Our innovative and systemized assembling mechanism ensures our
products are easy to play with. Consumers’ involvement in the assembling process
promote individualistic expression. As such, our products have strong collectability
and can provide consumers with long-term companionship.

High quality. Our products are high quality, safe, enduring and exquisitely-designed
with consistent assembling experience.

Great value-for-money. Our product pricing strategy covers a comprehensive price
range, and our mainstream products’ suggested retail prices primarily range from
RMB9.9 to RMB399, with great value-for-money at each price segment. Our
best-selling products in the mass-market price segment are priced at RMB39 per
unit, while products in the value price segment that can reach a wider consumer
group are priced from RMB9.9 to RMB19.9 per unit.

Our Product Offering

Between the ages of six and 16 Over the age of 16




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

SUMMARY

Key IP Information

We generated substantially all of our revenue in 2023 and the six months ended June 30,
2024 from products based on three IPs. The table below sets out key information relating to our
top three IPs in 2023 and the six months ended June 30, 2024.

Identity and Licensing
Background of our IP Expiration
IP Name SKU Source of IP Proprietor or Licensor  Licensed Territories Year
Ultraman 134 Non-exclusively ~Tsubaraya Productions ~ China™" 2027
licensed from Co., Ltd. is the
[P licensor proprietor of the

Ultraman IP, who

granted SCLA an

exclusive license of

certain Ultraman

characters in China

with several additional

distribution territories

North America, Europe 2025
and certain regions in

Asia
TRANSFORMERS 64 Non-exclusively Hasbro, a leading US- Over 50 countries 2028
licensed from based NASDAQ listed globally
[P proprietor toy and game company,
owner of the
TRANSFORMERS IP
with global operations
Hero Infinity 53 Self-developed ~ N/A N/A N/A

Note:

(I)  Including Hong Kong, Macau and Taiwan.
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The table below sets out the SKU, sales volume and average selling price of the assembly
character toys under the top three IPs for the periods indicated.

Year Ended December 31, Six Months Ended June 30,

01 200 023 03 04
Average Average Average Average Average
Sales  selling Sales  selling Sales  selling Sales  selling Sales  selling

ﬂ volume  price”” @ volume  price”” ﬂ volume  price® ﬂ volume  price® @ volme  price®

(000)  (RMB) (000)  (RMB) (000)  (RMB) (000)  (RMB) (000)  (RMB)
UHraman ... So 0SS 19 IR 2669 A 1 93 1 I ¥4 W
TRANSFORMERS ......... T X T | N SN T Y A 1 VL )
Hero Infnity ... T T T I N N SO O N )

Notes:
(1)  We began to offer assembly character toys in January 2022.

(2)  Average selling price is calculated through dividing revenue by the relevant sales volume during the same
year/period, which represented the average price at which our products were sold to our direct customers.

We strive to maintain positive relationship with our IP proprietors or licensors through
active communication. The sales we generated from products based on the licensed IPs also
provide a strong financial incentive for the IP proprietors or licensors to continue the
relationship with us. As a result, we have been successful in renewing or extending our major
licenses including Ultraman and TRANSFORMERS, without significant increase in the fee
rates. For the Ultraman IP, we have successfully extended our license for three times since
2021. Our license for the Ultraman IP in China has been extended to 2027 and we are actively
negotiating for license extensions for other countries that expires in 2025. For the
TRANSFORMERS 1P, we have successfully extended our license once since 2023. The
Directors are of the view that there should be no foreseeable difficulties in obtaining extension
for such licenses due to the following reasons.

. Common industry practice: 1P licensing is a well-established and prevalent business
cooperation model in the global toy industry. Continuous renewal of licensed IPs is
very common in this sector. According to Frost & Sullivan, the common practice for
IP licensing involves the IP proprietors or licensors granting licenses to partners for
one to three years at a time on average, with continuous authorization achieved
through renewals. Ongoing IP licensing is a crucial commercial strategy for IP
proprietors or licensors to secure a reasonable return on their intellectual property
investments and continuously expand the influence of their IPs. Additionally,
changing an existing IP licensing partner can disrupt the IP proprietor’s established
licensing network and consume significant resources in finding a replacement
partner that matches the existing partner in industry status, R&D capabilities,
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reputation, corporate image, and development strategy, resulting in high
replacement costs. Therefore, IP owners would typically choose to renew

agreements with satisfactory partners.

. Our positive relationship with IP proprietors and licensors: We have been able to
maintain positive relationship with the relevant IP proprietors and licensors through
active communication. We hold meetings with the relevant IP proprietors and
licensors frequently to discuss the latest development on the relevant products and
marketing initiatives. In addition, we report the sales of relevant products to the
relevant IP proprietors and licensors every quarter. We strictly adhere to the
limitations on authorized rights as stipulated in the IP licensing agreement. As a
result, we have been highly recognized by IP proprietors and licensors, receiving
multiple awards from IP proprietors and licensors. Our successful renewal and
extension of IP agreements such as Ultraman and TRANSFORMERS, as well as the
increase in the number of licensed countries, also indicate strong willingness of IP
proprietors and licensors to continue their cooperation with us.

To mitigate our reliance on any single IP, we have been actively expanding our IP
portfolio. As of the Latest Practicable Date, we had approximately 50 licensed IPs in our
portfolio. As of the same date, we were negotiating IP licensing arrangements for more than
25 IPs. In addition, we have been dedicated to offering products under our self-developed IPs.
As of the Latest Practicable Date, we had two self-developed IPs. As we continue to roll out
new products under our expanding IP portfolio, we will be able to reduce reliance on any single
IP.

RESEARCH AND DEVELOPMENT

Research and development is a key component of the Bloks System and is crucial to our
success. We have established a dedicated research and development team consisting of 331
employees as of June 30, 2024. Our research and development team members possess deep
experience and understanding of toys, consumer goods and popular culture. We follow a
consumer-oriented research and development approach. Throughout the product design and
development process, we leverage our consumer insights from the collection of feedback and

consumer participation. See “Business — Research and Development.”

PRODUCTION

We collaborate with specialized third-party partner factories to produce our products. We
integrate our know-how in assembly character toy production and various patents to curate
proprietary production techniques and customized equipment to be applied in a network of toy
factories dedicated to the production of our products. For example, through a highly
standardized molding process, and an automated process of mold injection, UV printing and
painting, component sorting and box packaging, we have achieved efficient large-scale
production and cost advantages. Although all our products were produced by our partner
factories during the Track Record Period, we acquired production know-how and patents

—9_
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through active involvement in the production process. We apply DFM principles and our
research and development team engages in conversations with production partners across all
production stages, addressing specific issues and tackling technical bottlenecks, which often
lead to the development of know-how and patents.

Working with our network of specialized partner factories enables us to focus our
resources on key stages of the product launch cycle, such as product design, research and
development, brand development and management, and sales and distribution. This strategy
also enables us to rationalize capital investment and facilitates us in focusing our resources to
effectively adjust our product offering in response to evolving market trends. As of June 30,
2024, we had six specialized partner factories in our network dedicated to the production of our
products. See “Business — Production.”

MARKETING

Assembly character toys are naturally suitable for content-driven marketing due to the
consumer connection from the assembling process, and the fact that IP characters are closely
associated with rich contents that can be widely disseminated. Leveraging such unique
characteristics of IP-based assembly character toys, we adopt a content-driven online
marketing strategy that enables us to effectively reach and maintain a broad base of consumers,
fans and BFCs, and collect feedback on our products. We use multiple communication
channels, including our official accounts and the accounts of KOLs, KOCs, fans and BFCs on
social media platforms. See “Business — Marketing and Consumer Engagement — Our
Content-Driven Online Marketing Strategy.”

SALES NETWORK

We sell our products through a multi-channel sales network, which consists of (i) offline
sales channels, including distributors and consignment sales, and (ii) online sales channels,
including various e-commerce platforms. See “Business — Sales Network.”

As of June 30, 2024, we had established a strong market position in offline sales channels
in China, including retail outlets and specialty outlets. Through over 450 distributors, our
products can effectively reach all first- and second-tier cities and over 80% of the third-tier
cities and below. Our products are also sold in large-scale supermarkets and specialty outlets
in China, including Toys“R”Us, Kidswant, Kulechaowan and Walmart. Our online channels in
China cover mainstream e-commerce platforms, including Tmall, JD.com, Douyin and
Pinduoduo, and our own Weixin mini-program. Meanwhile, our products are also sold through
online and offline channels including Amazon, Toys“R”Us, 7-Eleven and Walmart in overseas
markets including the United States, Southeast Asia and Europe.

— 10 =
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OUR CUSTOMERS AND SUPPLIERS

Our direct customers primarily include the distributors, consignment sales partners,
e-commerce platforms and online consumers. All our five largest customers in each year or
period during the Track Record Period are our distributors, consignment sales partners and an
e-commerce platform. In 2021, 2022, 2023 and the six months ended June 30, 2024, revenue
from our five largest customers in each year or period during the Track Record Period
accounted for 26.6%, 22.5%, 15.3% and 12.1% of our total revenue for such year or period
during the Track Record Period. During the Track Record Period, we were not subject to any
material customer concentration risk. In 2021, 2022, 2023 and the six months ended June 30,
2024, revenue from our largest customer in each year or period during the Track Record Period
accounted for 12.2%, 9.0%, 4.2% and 3.3% of our total revenue for such year or period during
the Track Record Period. See “Business — Our Customers.”

Our suppliers primarily include specialized partner factories and IP proprietors and
licensors. Purchases from our partner factories accounted for the majority of our purchases
during the Track Record Period. See “Risk Factors — Risks Relating to Our Business and
Industry — The use of third-party partner factories to produce products presents risks to our
business” for the associated risks. In 2021, 2022 and 2023 and the six months ended June 30,
2024, purchases from our five largest suppliers in each year or period during the Track Record
Period accounted for 82.3%, 82.2%, 90.5% and 71.6% of our total purchases for such year or
period during the Track Record Period. In 2021, 2022, 2023 and the six months ended June 30,
2024, purchases from our largest supplier in each year or period during the Track Record
Period accounted for 46.4%, 40.6%, 34.4% and 30.4% of our total purchases for such year or
period during the Track Record Period. See “Business — Our Suppliers.”

COMPETITION

The global and China’s assembly character toy markets are highly concentrated. The top
two industry players in the global assembly character toy market are multinational companies
that are well-known in the toy industry, the combined market share of which was
approximately 75.4% in 2023, according to Frost & Sullivan. We ranked third in the global
assembly character toy market with a market share of 6.3% in 2023 in terms of GMV. The
combined market share of the top three industry players in China’s assembly character toy
market was approximately 65.1% in 2023, according to Frost & Sullivan. We ranked first in
China’s assembly character toy market in 2023 in terms of GMV. Some of our competitors may
have greater financial resources or stronger capability than us in one or many of these areas.
See “Business — Competition.”

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths have fueled our success and will continue
to drive our future growth:

. Hard-to-replicate combination of wide ranging patents and rich IP portfolio;
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. Product strength underpinned by the full integration of R&D and production;

. Content-driven online marketing strategy facilitating the efficient buildout of
multi-channel sales network;

. Sustainable growth model with matrix-style product offering covering all
demographics, all price segments and global consumers; and

. Dedicated founder and management team with a track record of entrepreneurship

and innovation capabilities.
See “Business — Competitive Strengths.”
OUR STRATEGIES

We will continue to pursue the following strategies to drive further growth:

. Solidify our leadership position in assembly character toys by continuously
capturing growth opportunities across all demographics, all price segments and
global consumers;

. Expand product categories;

. Build a team of high quality global talents;

. Strategically pursue investment and acquisition opportunities; and

. Commitment to sustainability and social impact.

See “Business — Strategies.”

IMPACT OF COVID-19

Our sales were negatively affected by COVID-19 in 2022 due to certain delay in
production and deliveries particularly in late March and April of 2022. As a result, our total
revenue in 2021 and 2022 was RMB329.8 million and RMB325.6 million, respectively. The
Directors are of the view that the decrease in our sales attributable to COVID-19 did not
materially and adversely impact our operations and financial performance during the Track
Record Period and up to the Latest Practicable Date. Our revenue increased by 169.3% from
RMB325.6 million in 2022 to RMB876.7 million in 2023, and by 237.6% from RMB309.9
million in the six months ended June 30, 2023 to RMB1,046.2 million in the six months ended
June 30, 2024. As such, COVID-19 did not have any material lasting impact on our operations
and financial performance.
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables sets forth summary financial data from our consolidated financial
information during the Track Record Period. The summary financial data set forth below
should be read together with, and is qualified in its entirety by reference to, the consolidated
financial statements as set out in the Accountants’ Report in Appendix I to this document,
including the related notes. Our consolidated financial information was prepared in accordance
with IFRSs.

Results of Operations

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Revenue . . .. ... ... . 9712 1000% 325574 1000% 876,686  100.0% 309939  1000% 1,046,203  100.0%
Costof sales. . . .. ...... (200371)  (62.6)% (202,155)  (62.1)% (461,764)  (527)% (173,731)  (56.1)% (492.467)  (47.1)%
Gross profit. . . .. .. .. .. 123400 374% 123419 319% 414922 473% 136,208  439% S50 529%

Selling and distribution expenses. . (388,646) (117.9)% (232,885)  (71.5)% (189,280)  (21.6)%  (86401)  (27.9)% (120,764)  (11.5)%
Research and development

expenses . ... ... #0100 (25.2)%  (98444)  (30.2)%  (94657) (108)%  (41953) (135)%  (76,016)  (1.3)%
Administrative expenses. . . . . . (58281 (17.m%  (51,002) (I57)%  (49230)  (5.6)%  (22.009)  (T.1)% (403.946)  (38.6)%
Other income, other gains and

losses, met. . . ... ... 9,507 29% 12416 38% 5987 0.7% 2499 0.8% 3905 0.4%
Other expenses. . . . .. .. .. (20938)  (6.3)% (17.8%)  (3.9)% ©95)  (0.)% 220 (0% (124 (0%

Reversal of/(Provision for)

impairment losses on

financial assets, net. . . . . . . 069 0.2% 26 0.0%  (L100)  (0.D% (389  (0.)% (506)  (0.0)%
Finance costs . . . . . ... .. 233 07% (1514  09% (164 02% (1323 (04)% 89 (0.1)%
Fair value changes on convertible

redeemable preferred shares . . . (144.201)  (43.7)% (191,031)  (587)% (274,132)  (313)% (188,611)  (60.9)% (157,033)  (15.1)%

Loss before tax . . . . . .. .. (563,834) (171.0)% (456,771) (140.5)% (189,839) (2.7)% (202,260) (65.3)% (202,756) (19.4)%
Income tax expense. . . . . . . . 56,981 17.3% 34,066 105%  (17642)  (20)% (528) (0% (52,135)  (5.0)%
Loss for the year/period . . . . . (500,853) (133.1)% (422,705) (129.8)% (207481) (237)% (202,788) (65.4)% (254,891) (24.4)%
Attributable to . . . . ... ..

Owners of the parent . . . . . . . (502,594)  (1524)% (419.886) (129.0)% (206,100) (23.5)% (201,866) (65.1)% (257,894)  (247)%
Non-controlling interests . . . . . 4259 (13)% 819  (0.8)% (138 (0.2)% 922)  (0.3)% 3,003 0.3%
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Non-IFRS Measure

To supplement our consolidated financial statements that are presented in accordance
with IFRS, we also use adjusted profit/(loss) for the year/period (a non-IFRS measure) and
adjusted net margin (a non-IFRS measure), as additional financial measures, which are not
required by, or presented in accordance with IFRS. We believe that these non-IFRS measures
facilitate comparisons of operating performance from period to period by eliminating potential
impact of certain items. We believe that these measures provide useful information to investors
and others in understanding and evaluating our consolidated financial statements in the same
manner as they help our management. However, our presentation of adjusted profit/(loss) for
the year/period (a non-IFRS measure) and adjusted net margin (a non-IFRS measure) may not
be comparable to similar item measures presented by other companies. The use of these
non-IFRS measures has limitations as an analytical tool, and you should not consider them in
isolation from, or as substitute for analysis of, our consolidated financial statements or
financial condition as reported under IFRS. We define adjusted profit/(loss) for the year/period
(a non-IFRS measure) as profit/(loss) for the year/period adjusted for fair value changes on
convertible redeemable preferred shares (a non-cash item), [REDACTED] and share-based
compensations (a non-cash item). In particular, convertible redeemable preferred shares will be
reclassified from liabilities to equity as a result of the conversion of convertible redeemable
preferred shares into Ordinary Shares upon [REDACTED]. We define adjusted net margin (a
non-IFRS measure) as adjusted profit/(loss) for the year/period (a non-IFRS measure) as a

percentage of our total revenue.

Six Months Ended

Year Ended December 31, June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Loss for the year/period ... (506,853) (422,705) (207,481) (202,788) (254,891)
Add:
Fair value changes on
convertible redeemable
preferred shares ........ 144,201 191,031 274,132 188,611 157,033
[REDACTED] ........... [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Share-based compensations . 6,863 6,337 6,231 3,071 374,670
Adjusted profit/(loss) for
the year/period (a non-
IFRS measure) . ........ (355,789) (225,337) 72,882 (11,106) 292,167
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Six Months Ended

Year Ended December 31, June 30,
2021 2022 2023 2023 2024

(in RMB thousands, except for percentages)

(unaudited)
Adjusted net margin
(a non-IFRS measure) ... (107.9)% (69.2) % 8.3% (3.6) % 27.9%

Note:

(1)  In April 2024, the Board granted share options to certain employees under the Share Incentive Scheme and the
vast majority of such share options were vested immediately after the grant. See note 32 to “Appendix I —
Accountants’ Report.”

We recorded adjusted loss for the year (a non-IFRS measure) of RMB355.8 million in
2021 and RMB225.3 million 2022, and managed to turn it into adjusted profit for the year (a
non-IFRS measure) of RMB72.9 million in 2023, primarily due to our continuous narrowing
of loss for the years from 2021 to 2023. We managed to turn adjusted loss for the period (a
non-IFRS measure) of RMB11.1 million in the six months ended June 30, 2023 into adjusted
profit for the period (a non-IFRS measure) of RMB292.2 million in the six months ended June
30, 2024, primarily due to an increase in our revenue and gross profit margin. Such changes
were primarily due to our successful strategic diversification of our product offering to include
assembly character toys. More specifically, we continued to scale up our business and execute
a content driven market strategy, which resulted in a gradual increase in our gross profit margin
and gradual decrease in our various operating expenses as percentage of our total revenue
starting from 2022.

See “Financial Information — Non-IFRS Measure.”
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Revenue

The table below sets forth the breakdown of our total revenue by product type and IP
category for the periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Assembly character toys
Self-developed IP. . . . . . - - 1,865 0.6% 64,203 13% 18,494 0.0% 173073 16.5%
Hero Infinity . . . . . . . - - 1,865 0.6% 64,203 73% 1849 0.0% 169713 16.2%
Others ... ... ... - - - - - - - - 3,360 0.3%
Licensed IP . . . ... .. - - 15808 355% 704835 804% 222935 T19% 850,009  81.3%
Ultraman . . . . . . .. - - 483 2% 556720 635% 203,880 65.8% 600,681  574%
TRANSFORMERS . . . . . - - - - 14977 143% 4,553 15% 195444 187%
Others ... ... ... - - 4325 13% 23138 2.6% 14,502 46% 53804 3.2%
Subtotal. . . . ... .. .. - - 1761 361% 769,038 817% 241429 TI9% 1,023,082 97.8%
Brick-based toys

Self-developed [P and other
self-developed products . . 3001286 914% 176952 544% 91711 105% 3809  188% 22434  21%

Magic Blocks . . . . . . 142228 43.1% 83320 25.6% SI195 5.8% 35033 11.3% 9,574 0.9%
Others . ... ... .. 159,058 48.3% 93631 28.8% 40,516 4.7% 23,066 7.5% 12,860 1.2%
Licensed IP . . .. .. .. 20377 6.1% 29,699 9.1% 14,571 1.6% 9,976 3.2% 531 0.1%
Subtotal . . . . .. ... .. D663 97.5% 2000651  63.5% 106,282  121% 08,075 22.0% 295 22%
Others” . . ... ... .. 8,109 25% 1,250 0.4% 1,366 0.2% 435 0.1% 156 0.0%
Total . ........... 91 100.0% - 325574 1000% 876,686  1000% 309939  1000% 1,046,203  100.0%
Note:

(1)  Others primarily include other non-toy revenue, such as certain revenue generated from advertisements shown
before, during or after the play of our animations on online platforms.

Our revenue increased by 169.3% from RMB325.6 million in 2022 to RMB876.7 million
in 2023, and by 237.6% from RMB309.9 million in the six months ended June 30, 2023 to
RMB1,046.2 million in the six months ended June 30, 2024. Such increase was primarily due
to an increase in revenue from assembly character toys. We began to offer assembly character
toys in January 2022 on the back of the Bloks System. Our successful commercialization of an
expanding and diversifying portfolio of self-developed and licensed IPs and the rapid
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expansion of our sales network resulted in a significant increase in the sales volume and
revenue of assembly character toys from 2022 to 2023 and the six months ended June 30, 2023
to the six months ended June 30, 2024.

During the Track Record Period, some of our products were in the form of blind boxes,
which is a popular form in the toy industry according to Frost & Sullivan and is allowed
according to the relevant laws and regulations, including the Blind Boxes Guidelines. In
particular, the sales of our products in the form of blind boxes contributed to a majority of our
revenue in 2023, which amounted to RMB555.3 million, accounting for 63.3% of the total
revenue in the same year. See “Business — Our Product Offering — Assembly Character

Toys.”

Cost of Sales

Our cost of sales increased by 128.4% from RMB202.2 million in 2022 to RMB461.8
million in 2023, and by 183.5% from RMB173.7 million in the six months ended June 30, 2023
to RMB492.5 million in the six months ended June 30, 2024. Such increases were primarily
due to increases in cost of goods sold, which was mainly attributable to increases in sales
volume of our assembly character toys.

Gross Profit and Gross Profit Margin

The table below sets forth the breakdown of our gross profit and gross profit margin by
product type and IP category for the periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024

Gross Gross (Gross Gross (Gross
Gross Profit ~ Gross Profit ~ Gross Profit ~ Gross Profit ~ Gross Profit
Profit ~ Margin ~ Profit ~Margin  Profit ~ Margin  Profit ~ Margin  Profit  Margin

(in RMB thousands, except for percentages)

(unaudited)

Assembly character toys
Self-developed IP . . . . . .. - - 768 412% 35742 550% 8985 48.6% 107208 61.9%
Hero Infinity. . ... .. .. - - 768 412% 3574 5T7% 8985 486% 105254 62.0%
Others . . .. ....... - - - - - - - - 1,954 58.2%
Licensed IP . .. .. ... .. - - 05 360% 336647 478% 971889 439% 437624 51.5%
Ultraman . . .. .. .. .. - - 418 375% 262,118 470% 90371 44.3% 302,695 50.4%
TRANSFORMERS . . . . . . - - - - 67927 M44% 2309 50.7% 110670 56.6%
Others .. ... ...... - - 097 161% 6602 285% 5209  359% 24259 45.0%
Subtotal/Overall. . . . . . . .. - - 3290 368% 32389 484% 106874 443% 544832 533%
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Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 204
Gross Gross Gross Gross Gross

Gross Profit ~ Gross Profit ~ Gross Profit ~ Gross Profit ~ Gross Profit
Profit ~ Margin  Profit ~ Margin  Profit ~ Margin  Profit ~ Margin  Profit  Margin

(in RMB thousands, except for percentages)

(unaudited)
Brick-based toys . . .. .. ..
Self-developed IP and other self-
developed products . . . . . . 112413 ¥13% 69,637 394% 38048  415% 53T 436% 8341 381%
Magic Blocks . . ... ... 916 416% 37660 452% 23687 463% 1654  473% 4309 42%
Others ... ........ 53297 385% 31977 M2% 14361 354% 8793 381% 4212 30.8%
Licensed IP . . ... ... .. 6,105 300% 9242 3L1% 319 24% 3552 35.6% 07 39.0%
Subtotal/Overall. . . . . . . .. 18518 368% 78879  382% 41167 BI% 28899  425%  §M48  381%
Others” . ... ... ... . 4883 602% 1250 100.0% 1,366 100.0% 435 1000% 15 100.0%
Total/Overall . . . .. ... .. 123400 374% 123419 39% 414922 47.3% 136,208  439% SSRTI6  5L9%
Note:

(1) Others primarily include other non-toy gross profit, such as certain gross profit generated from advertisements
shown before, during or after the play of our animations on online platforms, which is generally not directly
associated with any cost of sales.

Our gross profit increased by 236.2% from RMB123.4 million in 2022 to RMB414.9
million in 2023, and by 306.5% from RMB136.2 million in the six months ended June 30, 2023
to RMB553.7 million in the six months ended June 30, 2024. Such increases were primarily
due to an increase in gross profit from assembly character toy sales, which was mainly
attributable to an increase in sales volume of our assembly character toys. Our gross profit
margin increased from 37.9% in 2022 to 47.3% in 2023, and from 43.9% in the six months
ended June 30, 2023 to 52.9% in the six months ended June 30, 2024. Such increases were
primarily due to strong increases in revenue contribution and gross profit margin from
assembly character toy sales as we enjoyed stronger economies of scale along with our

business growth.

See “Financial Information — Period-to-Period Comparison of Results of Operations.”
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Financial Position
As of
As of December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)
Total non-current assets ....... 254,207 282,156 330,400 310,536
Total current assets. . ......... 2,231,769 1,663,695 682,256 814,997
Total assets . . .............. 2,485,976 1,945,851 1,012,656 1,125,533
Total non-current liabilities. . . . . 1,407,345 1,584,949 1,890,061 1,846,873
Total current liabilities . .. ... .. 2,037,250 1,738,017 730,889 771,122
Total liabilities. . . ... ........ 3,444,595 3,322,966 2,620,950 2,617,995
Net current assets/(liabilities) . . 194,519 (74,322) (48,633) 43,875
Net liabilities . .............. (958,619) (1,377,115) (1,608,294) (1,492,462)
Equity
Equity attributable to owners
of the parent

Share Capital . .............. - 112 128 128
Deficits. .. ................. (950,528) (1,366,317) (1,606,385) (1,492,590)
Non-controlling interests. . . . . .. (8,091) (10,910) (2,037) -
Total equity . . . ............. (958,619) (1,377,115) (1,608,294) (1,492,462)

Our net current assets of RMB194.5 million as of December 31, 2021 turned into net
current liabilities of RMB74.3 million as of December 31, 2022, primarily due to a decrease
in financial assets at fair value through profit or loss of RMB271.5 million, an increase in
amounts due to related parties of RMB26.0 million and an increase in trade and notes payables
of RMB25.7 million, partially offset by an increase in cash and cash equivalents of RMB112.8
million.
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Our net current liabilities decreased from RMB74.3 million as of December 31, 2022 to
RMBA48.6 million as of December 31, 2023, primarily due to increases in certain current assets
items, including an increase in cash and cash equivalents of RMB171.9 million, an increase in
trade and notes receivables of RMB23.0 million and an increase in inventories of RMB15.1
million, partially offset by increases in current liability items, including an increase in trade
and notes payables of RMB141.1 million and an increase in other payables and accruals of
RMB56.7 million.

Our net current liabilities of RMB48.6 million as of December 31, 2023 turned into net
current assets of RMB43.9 million as of June 30, 2024, primarily due to increases in certain
current assets items, including an increase in cash and cash equivalents of RMB193.3 million,
an increase in inventories of RMB75.0 million, an increase in trade and notes receivables of
RMB25.0 million and an increase in prepayments, other receivables and other assets of
RMB23.2 million, partially offset by an increase in trade and notes payables of RMB255.0
million.

The convertible redeemable preferred shares will be reclassified from liabilities to equity
as a result of the conversion of convertible redeemable preferred shares into Ordinary Shares
upon [REDACTED], resulting in a net assets position.

See “Financial Information — Selected Balance Sheet Items.”

Our net liabilities increased from RMB958.6 million as of December 31, 2021 to
RMB1,377.1 million as of December 31, 2022, which further increased to RMB1,608.3 million
as of December 31, 2023, primarily due to the comprehensive loss recorded in 2021, 2022 and
2023. Our net liabilities decreased from RMB1,608.3 million as of December 31, 2023 to
RMB1,492.5 million as of June 30, 2024 primarily due to our enhanced product profitability.

See “Consolidated Statements of Changes in Equity” in “Appendix I — Accountants’
Report.”
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Cash Flows
Six
Months
Ended
Year Ended December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)

Operating cash flows before

movements in working

capital . ......... ... ... (355,919) (208,964) 138,040 367,593
Changes in working capital . . 62,591 40,232 146,888 143,521
Income tax paid........... 5) 5) (36) (3,082)
Net cash flows (used in)/from

operating activities. . ... .. (293,333) (168,737) 284,892 508,032
Net cash flows (used in)/from

investing activities . ... ... (230,683) 250,662 (43,269) (41,217)
Net cash flows from/(used in)

financing activities. . . . . .. 579,432 31,475 (70,146) (273,014)
Net increase in cash and

cash equivalents . . ... ... 55,416 113,400 171,477 193,801
Cash and cash equivalents at

beginning of the

year/period. .. .......... 20,813 76,153 188,972 360,837
Effects of foreign exchange

rate changes, net ........ (76) (581) 388 (546)
Cash and cash equivalents

at end of the year/period . 76,153 188,972 360,837 554,092

In 2021 and 2022, we recorded net cash flow used in operating activities primarily due
to our loss during the relevant years. However, we narrowed our net cash flows used in
operating activities from RMB293.3 million in 2021 to RMBI168.7 million in 2022, and
managed to turn it into net cash flows from operating activities of RMB284.9 million in 2023,
primarily due to the fact that we continuously narrowed our loss during the relevant years. Our
net cash flows from operating activities increased from RMB60.9 million in the six months
ended June 30, 2023 to RMB508.0 million in the six months ended June 30, 2024, primarily
due to our successful business expansion.

See “Financial Information — Cash Flows.”
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KEY FINANCIAL RATIOS

Six
Months
Ended/
As of
Year Ended/As of December 31, June 30,

2021 2022 2023 2024
Gross profit margin‘” ... ... ... . 37.4% 37.9% 47.3% 52.9%

Adjusted net margin

(non-IFRS measure)® ... ... .. (107.9)% (69.2)% 8.3% 27.9%
Current ratio® .. ......... ... . 1.1 1.0 0.9 1.1
Quick ratio™. . ... ... ... . ... 1.1 0.9 0.8 0.9

Notes:

(1)  Gross profit margin equals gross profit for the year/period divided by revenue for the year/period and

multiplied by 100%.

(2)  Adjusted profit/(loss) for the year/period (a non-IFRS measure) divided by revenue for the year/period and
multiplied by 100%, which is a non-IFRS measure. See “Financial Information — Non-IFRS Measure.”

(3)  Current ratio is calculated based on the total current assets divided by the total current liabilities as at the end

of the respective year/period.

(4)  Quick ratio is calculated as total current assets less inventories divided by the total current liabilities as at the

end of the respective year/period.

RISK FACTORS

We face 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 [REDACTED]. Some of the major risks that we face include:

. Demand for our products is affected by changing social and economic circumstances

and evolving consumer preferences, as well as our ability to design and develop

products to meet these preferences;

. We recorded net losses in the past and we might not be able to sustain our growth

or achieve profitability;

. The popularity of existing IPs in our IP portfolio may deteriorate, and we may not

be able to successfully source, develop or commercialize new IPs;
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o We may fail to obtain, maintain or renew IP licenses on favorable terms, and our 1P
proprietors or licensors may fail to maintain and protect their IPs;

. Our competitiveness in part depends on our ability to obtain, maintain and protect
our critical intellectual properties;

. We face challenges with regard to changes in existing laws, regulations, or policies
governing our industry and business, the imposition of new laws, regulations, or
policies, or new interpretations thereof, including the newly promulgated Blind
Boxes Guidelines.

OUR [REDACTED] INVESTORS

We have engaged in [REDACTED] Investments with our [REDACTED] Investors. From
2018 to 2024, our Group has completed several rounds of [REDACTED] Investments at the
onshore level in Bloks Technology or at the offshore level in our Company. For further details
of the identity and background of the [REDACTED] Investors and the principal terms of the
[REDACTED] Investments, see “History, Development and Reorganization — [REDACTED]
Investments.”

OUR CONTROLLING SHAREHOLDERS

Upon the completion of the [REDACTED] (assuming that the [REDACTED] is not
exercised), Mr. Zhu, our chairman and executive Director, will be interested in and control an
aggregate of approximately [REDACTED] of our enlarged issued share capital. Next Bloks,
which owns [REDACTED] of our enlarged issued share capital, is owned as to 99% by Wit
Bright Limited under the Wise Global Trust and as to 1% by Playcreation Holding Limited.
Playcreation Holding Limited is wholly-owned by Mr. Zhu. The Wise Global Trust is a
discretionary trust established by Mr. Zhu (as the settlor) for the benefit of Mr. Zhu and his
family members. In addition, Smart Bloks, which owns [REDACTED] of our enlarged issued
share capital, is wholly-owned by Mr. Zhu. Therefore, Mr. Zhu will control the exercise of the
voting rights of the Shares held by Next Bloks and Smart Bloks in our Company.

Mr. Zhu, Next Bloks, Smart Bloks, Wit Bright Limited and Playcreation Holding Limited
will be the Controlling Shareholders of our Company after [REDACTED]. See “Relationship
with the Controlling Shareholders — Overview.”

DIVIDEND POLICY

No dividends have been paid or declared by our Company during the Track Record
Period. Our Board has the discretion to pay interim dividends and to recommend to
Shareholders to pay final dividends. Any declaration and payment as well as the amount of
dividends will be subject to our Articles and the Cayman Companies Act. Under the Cayman
Islands law, our Company may pay a dividend out of either profit or share premium account,
provided that in no circumstances may a dividend be paid if this would result in our Company
being unable to pay its debts as they fall due in the ordinary course of business. As advised by
our Cayman Islands counsel, subject to the above, there is no restriction under the Cayman
Islands law for our Company to declare and pay a dividend despite our accumulated losses. We
do not have a pre-determined dividend payout ratio.

See “Financial Information — Dividend Policy.”
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[REDACTED] EXPENSES

[REDACTED] expenses represent professional fees, [REDACTED] and fees incurred in
connection with the [REDACTED] and the [REDACTED]. Our [REDACTED] expenses are
estimated to be approximately [REDACTED] (including [REDACTED]) accounting for
[REDACTED] of the gross [REDACTED] of the [REDACTED] (assuming an
[REDACTED] of [REDACTED] per Share, being the [REDACTED] of the [REDACTED]
range stated in this document, and no exercise of the [REDACTED]). Among our
[REDACTED] expenses, approximately [REDACTED] is directly attributable to the
[REDACTED] and will be charged to equity upon completion of the [REDACTED], and
approximately [REDACTED] has been or will be charged to our consolidated statements of
profit or loss. The [REDACTED] expenses we incurred in the Track Record Period and expect
to incur would consist of approximately [REDACTED] related expenses and fees (including
but not limited to [REDACTED] and fees), approximately [REDACTED] expenses and fees
of the Joint Sponsors, legal advisors and reporting accountant and approximately
[REDACTED)] for other [REDACTED] fees and expenses. During the Track Record Period,
we incurred [REDACTED] of [REDACTED] expenses, among which, [REDACTED] was
included in prepayments, other receivables and other current assets and will be subsequently
charged to our equity upon completion of the [REDACTED] and [REDACTED] was charged
to our consolidated statements of profit or loss.

The [REDACTED] expenses above are the latest practicable estimate for reference only,
and the actual amount may differ from this estimate.

[REDACTED] STATISTICS

The statistics in the following table are based on the assumption that (i) the
[REDACTED] has been completed and [REDACTED] new Shares are [REDACTED] in the
[REDACTED], (ii) the [REDACTED] is not exercised, and (iii) [REDACTED] Shares are
[REDACTED] and outstanding following the completion of the [REDACTED].

Based on an

Based on an

Based on an

[REDACTED] [REDACTED] [REDACTED]
of of of
[REDACTED] [REDACTED] [REDACTED]
per per per
[REDACTED] [REDACTED] [REDACTED]
Market Capitalization . ....... [REDACTED] [REDACTED] [REDACTED]
Unaudited [REDACTED]
adjusted consolidated net
tangible assets attributable to
owners of the parent per
share™ ... ... L. [REDACTED] [REDACTED] [REDACTED]
Note:

(1)  The unaudited [REDACTED] adjusted consolidated net tangible assets per share is arrived at after
adjustments referred in “Appendix II — Unaudited [REDACTED] Financial Information” in this
document and on the basis of [REDACTED] Shares are in issue, assuming that the [REDACTED] is
not exercised and that the conversion of Preferred Shares into the ordinary shares and the

[REDACTED] has been completed.
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USE OF [REDACTED]

Assuming an [REDACTED] of [REDACTED] per [REDACTED] (being the
[REDACTED)] of the range of the [REDACTED] stated in this document), we estimate that
we will receive net [REDACTED] of approximately [REDACTED] from the [REDACTED]
after deducting the [REDACTED] and other estimated expenses in connection with the
[REDACTED] (assuming the [REDACTED] is not exercised). We intend to use our
[REDACTED] for the purposes and in the amounts set forth below.

. Approximately [REDACTED], or [REDACTED], will be used to enhance our
research and development capabilities in relation to product design and
development;

. Approximately [REDACTED], or [REDACTED] million, will be used to invest in
core production resources and our own scaled factories specializing in the
production of assembly character toys;

. Approximately [REDACTED], or [REDACTED], will be used to further enrich our
IP portfolio;

. Approximately [REDACTED], or [REDACTED], will be used for sales and
marketing efforts, especially content-driven marketing activities, to improve brand
recognition and product popularity; and

. Approximately [REDACTED], or [REDACTED], will be used for working capital
and other general corporate purposes.

[REDACTED]

RECENT DEVELOPMENT

Our products continued to be favored by consumers subsequent to the Track Record
Period. In the nine months ended September 30, 2024, our revenue amounted to RMB1,629.3
million, representing a 177.2% increase from RMB587.7 million for the nine months ended
September 30, 2023. The growth was primarily driven by significant increase in our product
sales volume. For the same period, we recorded gross profit of RMB866.8 million, representing
a 220.7% increase in gross profit of RMB270.3 million for the nine months ended September
30, 2023. Our gross profit margin increased from 46.0% for the nine months ended September
30, 2023 to 53.2% for the nine months ended September 30, 2024, primarily due to
continuously improved economies of scale.
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Our growing IP portfolio is crucial to the expansion of our product offering. For example,
we launched products under the Kamen Rider IP in July 2024 for the first time and received
high popularity among consumers, as evidenced by a sales volume of 2.4 million units within
the first month of the launch. To further enrich our IP portfolio, we successfully entered into
new license agreements for the SUPER SENTAI IP in July 2024, Anime ULTRAMAN Series
in October 2024, as well as DC’s Superman, DC’s Batman, Harry Potter and STAR WARS in
November 2024, which enabled us to develop, produce and sell assembly character toys under
those IPs in China, which are on comparable terms with our existing IP license agreements. We
also expanded our licensed territories for the Ultraman IP in regions such as North America,
Europe and Asia. Furthermore, we expanded our licensed territories for the Marvel: Infinity
Saga and Spidey and His Amazing Friends IPs to further include other eight countries in Asia
in addition to China. For the Minions IP, we expanded our licensed territories to cover more
than 150 countries globally.

To further expand the price segment coverage of our products, we launched the
TRANSFORMERS Galaxy Version Defender in the value price segment at a suggested retail
price of RMB9.9 per unit in November 2024.

Despite our business growth, we may experience a significant increase in net loss for the
year ending December 31, 2024, primarily due to fair value changes on convertible redeemable
preferred shares, which in turn was the result of higher valuation of our Company, and a
significant increase in share-based compensations.

The foregoing selected unaudited financial data in relation to our revenue in the nine
months ended September 30, 2024 is derived from our unaudited interim condensed
consolidated financial information for the nine months ended September 30, 2024. Our
unaudited interim condensed consolidated financial information for the nine months ended
September 30, 2024 has been reviewed by our Reporting Accountants in accordance with Hong
Kong Standard on Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants.

NO MATERIAL ADVERSE CHANGE

Save as disclosed in this document, our Directors confirmed that, as of the date of this
document, there has been no material adverse change in our financial position since June 30,
2024, and there has been no event since June 30, 2024 that would materially affect the
information as set out in the Accountants’ Report in Appendix [ to this document. See
“Summary — Recent Development.”
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“Glossary of Technical Terms”.

In this document, unless the context otherwise requires, the following terms shall
have the following meanings. Certain technical terms are explained in the section headed

“Accountants’ Report”

“affiliate(s)”

“AFRC”

“associate(s)”

“Audit Committee”

“Board” or “Board of Directors”

“Bloks Bricks”

“Bloks Culture”

“Bloks Holding”

“Bloks Information”

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

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

specified person

Accounting and Financial Reporting Council of Hong
Kong

has the meaning ascribed thereto under the Listing Rules
the audit committee of the Board
the board of Directors of the Company

Shanghai Bloks Bricks Technology Co., Ltd. (L
B REARHE AR/ F]), a limited liability company
established in the PRC on March 1, 2019 and a subsidiary

of our Company

Shanghai Bloks Culture Communication Co., Ltd. (7
B UL ERE A R F]), a limited liability company
established in the PRC on December 30, 2015 and an
associate of Mr. Zhu

Bloks Holding Limited, a limited liability company
incorporated under the laws of BVI on August 10, 2021
and a subsidiary of our Company

Shanghai Information Technology Co., Ltd. (L
B {5 B M A RAA), a limited liability company
established in the PRC on July 9, 2021 and an associate
of Mr. Zhu
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“Bloks Technology”

“Business Day” or “business

i

day

“BVI”

“Cayman Companies Law” or
“Cayman Companies Act”

“CCASS”

“Chairman”

“China” or “PRC”

“China Bloks”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

“Companies Ordinance”

“Company” or “our Company”

Shanghai Bloks Technology Group Co., Ltd. (i
MERFHUEB AR/ F), a limited liability company
established in the PRC on December 24, 2014 and a
subsidiary of our Company

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

the British Virgin Islands
[REDACTED]

the Companies Act, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands, as
amended, supplemented or otherwise modified from time
to time

the Central Clearing and Settlement System established
and operated by HKSCC

the chairman of the Board

the People’s Republic of China, except where the content
or context requires otherwise

China Bloks Holding Limited (8% n] A FRA
A]), a limited company established in Hong Kong on
August 31, 2021 and a subsidiary of our Company

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

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

Bloks Group Limited (& nJ4EEAER/AF]), an

exempted company incorporated under the laws of
Cayman Islands with limited liability on July 28, 2021
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“connected person(s)”

“connected transaction(s)”

“Controlling Shareholder(s)”

“core connected person(s)”

“Corporate Governance Code”

“CSRC”

t2]

“Director(s)” or “our Director(s)

“Extreme Conditions”

has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, shall mean Mr.
Zhu, Next Bloks, Smart Bloks, Wit Bright Limited and
Playcreation Holding Limited

has the meaning ascribed thereto under the Listing Rules

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

China Securities Regulatory Commission (H Bl 75 75 B &
(EPLE I Rip)

director(s) of the Company

[REDACTED]

any extreme conditions caused by a super typhoon as
announced by the government of Hong Kong or any
extreme conditions or events, the occurrence of which
will cause interruption to the ordinary course of business
operations in Hong Kong or that may affect the
[REDACTED]

[REDACTED]
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“First Prosperity” or
“ESOP Platform”

“Frost & Sullivan”

“Frost & Sullivan Report”

“Grantee”

9

“Group”, “our Group” or “we”

“HK$” or “HK dollars”

“HKSCC”

First Prosperity Limited, a platform holding the
underlying incentive Shares under the Share Incentive
Scheme, which is wholly owned by Trident Trust
Company (HK) Limited (as trustee of the Bloks First
Trust, which was established by Company as the settlor
for the purposes of the Share Incentive Scheme)

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a
market research and consulting company

the industry report commissioned by us and prepared by
Frost & Sullivan, summary of which is set forth in
“Industry Overview” in this document

[REDACTED]

means any participant who accepts an offer in accordance
with the terms of Share Incentive Scheme, or (where the
context so permits) any person who is entitled to any
option in consequence of the death of the original
Grantee

the Company and its subsidiaries (or the Company and
any one or more of its subsidiaries, as the content may
require), or where the context so requires, in respect of
the periods before the Company became the holding
company of its present subsidiaries, such subsidiaries as
if they were subsidiaries of the Company at the relevant
time

Hong Kong dollars, the lawful currency of Hong Kong
Hong Kong Securities Clearing Company Limited, a

wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited
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“HKSCC Nominees”

“HKSCC Operational
Procedures”

“HKSCC Participant”

“Hong Kong” or “HK”

“Hong Kong Listing Rules” or
“Listing Rules”

[REDACTED]

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the operational procedures of HKSCC, containing the
practices, procedures and administrative or other
requirements relating to HKSCC’s services and the
operations and functions of CCASS, FINI or any other
platform, facility or system established, operated and/or
otherwise provided by or through HKSCC, as from time
to time in force

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

custodian participant

the Hong Kong Special Administrative Region of the
PRC

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

supplemented or otherwise modified from time to time

[REDACTED]
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“Hong Kong Stock Exchange”
or “Stock Exchange”

“IFRS ”

“Independent Third Party(ies)”

[REDACTED]

The Stock Exchange of Hong Kong Limited

[REDACTED]

International Financial Reporting Standards, which
include standards, amendments and interpretations
promulgated by the International Accounting Standards
Board

party(ies) who are not connected persons of the Company
as far as the Directors are aware after having made all

reasonable enquiries

[REDACTED]
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“Joint Sponsors”

“Latest Practicable Date”

[REDACTED]

the joint sponsors as named in “Directors and Parties
Involved in the [REDACTED]” in this document

Friday, December 6, 2024, being the latest practicable
date for the purpose of ascertaining certain information
contained in this document prior to its publication

[REDACTED]
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“Listing Committee”

“Main Board”

“Memorandum and Articles of
Association”

“Ministry of Finance” or “MOF”

“Mr. Zhu”

“Next Bloks”

the Listing Committee of the Hong Kong Stock Exchange

[REDACTED]

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

the memorandum and articles of association of the
Company, conditionally approved and adopted on [®] and
to become effective on the [REDACTED], as amended,
supplemented or otherwise modified from time to time, a
summary of which is set out in Appendix III to this
document

Ministry of Finance of the PRC (H 3 A [ A ] B )

Mr. Zhu Weisong (RAEHS), our founder, Chairman,
executive Director, chief executive officer and one of our

Controlling Shareholders

Next Bloks Limited, a limited liability company
incorporated under the laws of BVI on July 19, 2021 and
one of our Controlling Shareholders under control of Mr.
Zhu, holding approximately [REDACTED] of the issued
share capital of our Company immediately after the
[REDACTED] (assuming that the [REDACTED] is not

exercised)

[REDACTED]
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“Ordinary Share(s)”

“PBOC”

“PRC Legal Advisor”

“Preferred Shares”

“[REDACTED] Investments”

“[REDACTED] Investors”

[REDACTED]

ordinary share(s) in the share capital our Company, of
nominal value US$0.0001 each

[REDACTED]

People’s Bank of China (4[] A\ K4R1T), the central bank
of the PRC

Jingtian & Gongcheng

Series Angel Preferred Shares, Series Pre-A Preferred
Shares and Series A Preferred Shares in the capital of our
Company, which will be converted on a one-to-one basis
into the Ordinary Shares upon the [REDACTED]

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

the investors of the [REDACTED] Investments, details

of which are set out in the section headed “History,

Development and Reorganization” in this document
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“province”

“QIB” or “Qualified Institutional
Buyer”

“Regulation S”

“Reporting Accountants”

“RMB” or “Renminbi”

“Rule 144A”

“SAFE”

AASAT77

“SCLA”

“Securities and Futures
Ordinance” or “SFO”

[REDACTED]

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

a qualified institutional buyer within the meaning of Rule
144A

Regulation S under the U.S. Securities Act
Ernst & Young

Renminbi, the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange of the PRC ('
e N\ RN [ [ A S B R )

State Administration of Taxation of the PRC (H# A R 1t
R B8] ) R o 75 48 U0

Shanghai Character License Administrative Co., Ltd.

(bRl AL SR A IR A F])

Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented or

otherwise modified from time to time
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“Securities Law”

””

“Series Angel Preferred Share(s)

“Series A Preferred Share(s)”

“Series Pre-A Preferred Share(s)”

“SFC”

“Share Incentive Scheme”

“Shareholder(s)”

“Share(s)”

“Smart Bloks”

“State Council”

Securities Law of the People’s Republic of China (FF#EA
RALFEFESR1E), as  amended, supplemented or

otherwise modified from time to time

series angel preferred share(s) of the Company, of
nominal or par value of US$0.0001 each

series A preferred shares of the Company, of nominal or
par value of US$0.0001 each

series pre-A preferred shares of the Company, of nominal
or par value of US$0.0001 each

the Securities and Futures Commission of Hong Kong

the share incentive scheme adopted by the Company on
January 12, 2023 and amended and restated on March 29,
2024, the principal terms of which are set out in
“Appendix IV — Statutory and General Information —
E. The Share Incentive Scheme” to this document

holder(s) of the Shares

the Ordinary Shares, Series Angel Preferred Shares,
Series Pre-A Preferred Shares and Series A Preferred
Shares in the capital of our Company, as the context so

requires

Smart Bloks Limited, a limited liability company
incorporated under the laws of BVI on July 15, 2021 and
one of our Controlling Shareholders wholly-owned by
Mr. Zhu, holding approximately [REDACTED] of the
issued share capital of our Company immediately after
the [REDACTED] (assuming that the [REDACTED] is

not exercised)

[REDACTED]

the State Council of the PRC (3 A LA 50 B %5 %)
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“subsidiary(ies)”

“Track Record Period”

“U.S.” or “United States”

“U.S. person”

“U.S. Securities Act”

“US$” or “U.S. dollars”

“VAT”

“Wise Global Trust”

“%”

[REDACTED]

has the meaning ascribed to it in Schedule 1 of the
Companies Ordinance and the Listing Rules

the financial years ended December 31, 2021, 2022 and
2023 and the six months ended June 30, 2024

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

a U.S. person, as defined of Rule 902 of Regulation S
the United States Securities Act of 1933, as amended, and

the rules and regulations promulgated under it

[REDACTED]

United States dollars, the lawful currency of the United
States

value added tax

[REDACTED]

a discretionary trust established by Mr. Zhu as the settlor
on June 16, 2022, for the benefit of Mr. Zhu and his
family members with Trident Trust Company (HK)
Limited as the trustee

percent
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DEFINITIONS

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;
in the event of any inconsistency, the Chinese versions shall prevail.

For the purpose of this document, references to “provinces” of China include provinces,
municipalities under direct administration of the central government and provincial-level

autonomous regions.

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.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains explanations of certain technical terms used in this document
in connection with the Company and our business. Such terminology and meanings may

not correspond to standard industry meanings or usages of those terms.

“ABS”

“App”

“ASTM F963”

“BFC”

“CAGR”

“DFM”

“DTC”
“EN71”
“ERP”
“ESG”

’

“first- and second-tier cities’

“GMV”

acrylonitrile butadiene styrene
mobile application
U.S. consumer product safety standard for toys

Blokees Figures Creator, person who re-creates our
products or produces creative content related to our
products, and shares such content

the compound annual growth rate, which means the
year-over-year growth rate over a specified period of time

design for manufacturability, a product design
philosophy focusing on creating a better design at a lower
cost by optimizing the selection of materials and

manufacturing processes

direct-to-customer

European Union safety standard for toys
enterprise resource planning

environmental, social and corporate governance

Beijing, Shanghai, Guangzhou, Shenzhen, Chengdu,
Xi’an, Wuhan, Suzhou, Zhengzhou, Chongqing,
Hangzhou, Nanjing, Tianjin, Changsha, Dongguan,
Ningbo, Hefei, Kunming, Qingdao, Foshan, Shenyang,
Jinan, Wuxi, Xiamen, Fuzhou, Wenzhou, Jinhua, Harbin,
Dalian, Guiyang, Nanning, Quanzhou, Shijiazhuang,
Changchun, Nanchang, Huizhou, Changzhou, Jiaxing,
Xuzhou, Nantong, Taiyuan, Baoding, Zhuhai,
Zhongshan, Taizhou, Linyi, Weifang, Shaoxing and
Yantai

gross merchandise value
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“GB6675-2014”

“IP”

“ISO14000”

“KOC”

“KOL”

“R&D”

“SKU(S)”

“third-tier and cities and below”

“UGC(S)”

“UV printing”

China national safety standards for toys

characters, films or other artistic works and their
underlying intellectual property rights

an international standard that specifies requirements for
environmental management

key opinion consumer

key opinion leader

research and development

stock keeping units, being the smallest unit of inventory
available for sale

all the cities in China excluding first-tier cities and
second-tier cities

user-generated content(s)

a printing technique that utilizes ultraviolet light to dry or
cure ink
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements. All statements other than statements

of historical fact contained in this document, including, without limitation:

(a)

(b)

(c)

(d)

(e)

()

(2)

the discussions of our business strategies, objectives and expectations regarding our
future operations, products, revenue, margins, profitability, liquidity and capital

resources;

any statements concerning the future development of, and trends and conditions in,
the market and the general economy of the countries in which we operate or plan to

operate and where our products may be distributed and sold;

any statements concerning our ability to control costs or expenses;

any statements concerning the nature of, and potential for, the future development
of our business, including any potential business relationships and partnerships;

any statements preceded by, followed by or that include words and expressions such
as “aim”, “aspire”, “expect”, “believe”, “plan”, “intend”, “estimate”, “forecast”,
“project”, “projection”, “target”, “schedules”, “outlook”, “vision”, “goal”, “going
forward”, “anticipate”, “seek”, “may”, “will”, “ought to”, “would”, “should” and

“could” or similar words or statements;

any statements included in this document that are not historical; and

any factors beyond our control,

as they relate to us or the management, are forward-looking statements.

These statements are based on assumptions regarding our present and future business, our

business strategies and the environment in which we will operate. These forward-looking

statements reflect our current views as to future events and are not a guarantee of our future

performance. Forward-looking statements are subject to certain known and unknown risks,

uncertainties and assumptions, including the risk factors described in “Risk Factors” and

elsewhere in this document. Important factors that may cause our actual results, performance

or achievements to be materially different from any future results, performance or

achievements expressed or implied by these forward-looking statements include, among other

things, the following:

(a)

(b)

developments in our business strategies and business plans;

our ability to continue to launch new quality-for-money products on a timely,

cost-effective basis;
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(c)

(d)

(e)

()

(2)

(h)

prevailing local, regional, national and international economic conditions and

consumer confidence in the markets where our products may be sold;

general political, economic, legal and social conditions in our principal markets;

developments of our competitors and other competitive pressures within the
industries in which we operate;

changes in social and economic circumstances and consumer preferences, and

volatility in the prices of raw materials, commodities and energy;

our ability to obtain the necessary funding for future capital or refinancing needs

and limitations on our ability to contain costs and expenses;

financial risks, such as interest rate risk, foreign exchange rate risk, commodity risk,
asset price risk, equity market risk, counterparty risk, sovereign risk, liquidity risk,
inflation or deflation; and

regulatory changes affecting, among other things, the industry and market,
accounting standards and taxes.

Subject to the requirements of applicable laws, rules and regulations, we do not have any

obligation, and undertakes no obligation, to update or otherwise revise the forward-looking

statements in this document, whether as a result of new information, future events or

developments or otherwise. As a result of these and other risks, uncertainties and assumptions,

the forward-looking events and circumstances discussed in this document might not occur in

the way we expect or at all. Accordingly, you should not place undue reliance on any

forward-looking information. All forward-looking statements contained in this document are

qualified by reference to the cautionary statements set out in this section as well as the risks

and uncertainties discussed in “Risk Factors.”

In this document, statements of or references to our intentions or that of any of the

Directors are made as at the date of this document. Any of these intentions may change in light

of future developments.
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RISK FACTORS

An investment in our Shares involves a high degree of risk. You should carefully
consider the following information about risks, together with the other information
contained in this document, including our consolidated financial statements and related
notes, before you decide to buy our Shares. If any of the circumstances or events
described below actually arises or occurs, our future prospects, business, results of
operations and financial condition may suffer. In any such case, the market price of our
Shares could decline and you may lose all or part of your investment. This document also
contains forward-looking information that involves risks and uncertainties. Our actual
results could differ materially from those anticipated in these forward-looking statements
as a result of many factors, including the risks described below.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Demand for our products is affected by changing social and economic circumstances and
evolving consumer preferences, as well as our ability to design and develop products to
meet these preferences.

During the Track Record Period, we generate substantially all of our revenue from sales
of toy products. The development of toy market is subject to uncertainties and may be impacted
by changing social and economic circumstances and evolving consumer preferences.
Particularly, toys compete with other entertainment options such as video games for consumer
attention and spending in general. Separately, toys are discretionary spending items, and
consumer spending patterns are affected by, among other factors, economic conditions,
demographic changes, social and cultural trends and uncertainties about future economic
prospects. Any decline in the global toy market as a whole could have a material and adverse
impact on our future prospects, business, results of operations and financial condition.

The popularity and consumer appeal of various types of toys, such as character toys and
assembly character toys, are also affected by evolving consumer preferences. More
specifically, as character toys are based on IPs, the character toy industry is also subject to risks
inherent with IPs. See “— The popularity of existing IPs in our IP portfolio may deteriorate,
and we may not be able to successfully source, develop or commercialize new IPs.” for further
details. These uncertainties may impact the growth and competitive landscape of character toy
market and have a material and adverse impact on our future prospects, business, results of
operations and financial condition.

Furthermore, the global assembly character toy market is highly concentrated, with the
top three players having 81.7% of the market share in terms of GMV in 2023. To prevail in the
competitive assembly character toy market, we must continue to innovate and launch products
that are popular among consumers and meet their needs, which in turn depends on our ability
to execute various aspects of our business including product innovations, IP-related
capabilities such as selection, development, operation and commercialization, product
craftsmanship and quality, production capacity of our partner factories, and the effectiveness

_44 —



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

RISK FACTORS

of our sales and marketing efforts. Failure as to any of these aspects can negatively affect our
ability to sustain the popularity and market momentum of our product offering or continuously
adjust our product offering in response to changing consumer preferences, which could have
a material and adverse impact on our business, results of operations and financial condition.

We recorded net losses in the past and we might not be able to sustain our growth or
achieve profitability.

We experienced significant increase in our revenue during the Track Record Period.
However, investors should not view this as a reliable indicator of our future performance.
Furthermore, we recorded loss for the period in 2021, 2022, 2023 and the six months ended
June 30, 2023 and 2024 of RMB506.9 million, RMB422.7 million, RMB207.5 million,
RMB202.8 million and RMB254.9 million, respectively. We cannot assure you that we will be
able to maintain our growth or achieve profitability in the future. In addition to consumer
preferences and market dynamics, our ability to sustain growth and profitability depends on our

successful execution of our business strategy on various aspects, including:

. maintaining and enhancing the innovativeness and competitiveness of our Bloks
System;

. obtaining, expanding, maintaining and protecting our intellectual properties,
particularly our patents;

. developing or licensing new IPs to expand our IP portfolio;

. continuously and successfully launching new products;

. maintaining and enhancing brand recognition;

. maintaining and expanding our customer base, and nurturing a loyal and engaged
fan community;

. marketing and promoting our products;

. managing relationships with third-party partner factories;

. establishing and operating self-owned factories;

. expanding our market presence across existing and new sales channels;

. expanding our presence in China and overseas;

. maintaining and expanding profit margins through sales growth and efficiency

initiatives;
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. continuously enhancing productivity, hiring, training, and managing employees

while preserving our corporate culture;

. improving supply chain, financial and management controls, as well as reporting
processes; and

. managing debt, working capital and capital investments to sustain and enhance cash
flow generation.

Failure to execute any of the above could have a material and adverse impact on our
future prospects, business, results of operations and financial condition.

The popularity of existing IPs in our IP portfolio may deteriorate, and we may not be able
to successfully source, develop or commercialize new IPs.

The success of our assembly character toys is heavily reliant on the recognition and
popularity of the IPs within our IP portfolio. However, whether such IPs will remain popular
among the consumers is beyond our control. For instance, consumer preferences may shift
away from existing IPs, and unforeseen negative publicity surrounding these IPs may arise.
Any decline in the recognition or popularity of our IPs could significantly impact our sales
performance and reputation. In addition, we cannot assure you that we will always be
successful in developing or identifying IPs that resonate with consumers. Misinterpretation of
market trends and consumer preferences may result in a mismatch between our expectations
and the actual market reception of our new self-developed or licensed IPs. Our success in
developing IPs in-house also depends on our ability to identify and curate the theme, develop
captivating worldview and storylines, design the characters, and produce and disseminate
popular content. Furthermore, newly introduced IPs may lose popularity due to rapidly

evolving market dynamics and changing consumer preferences.

The ability to successfully commercialize our self-developed and licensed IPs is also
crucial to our business. Our efforts to commercialize IPs may not always yield the desired
outcomes. The economic benefits derived from new IPs may fall short of expectations or fail
to offset the licensing fees associated with licensed IPs or the research and development costs
linked to self-developed IPs. Any failure to commercialize our self-developed and licensed IPs
could have a material and adverse impact on our future prospects, business, results of

operations and financial condition.

We may fail to obtain, maintain or renew IP licenses on favorable terms, and our IP
proprietors or licensors may fail to maintain and protect their IPs.

In addition to self-developed IPs, we acquire IP licenses from third-party IP proprietors
or licensors to develop our products, including SCLA and Hasbro, which were our largest and
second largest IP licensor and proprietor during the Track Record Period. Sales of products
based on these licensed IPs contributed to the substantial majority of our revenue in 2023 and
the six months ended June 30, 2024. More specifically, products based on the Ultraman IP
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contributed to a majority of our revenue in 2023 and the six months ended June 30, 2024. In
2021, 2022, 2023 and the six months ended June 30, 2024, the revenue from products based
on IPs licensed from SCLA was nil, RMB111.5 million, RMB556.7 million and RMB600.7
million, amounting to nil, 34.2%, 63.5% and 57.4% of our total revenue in the corresponding
periods. Products based on the TRANSFORMERS IP also contributed a significant portion of
our revenue in 2023 and the six months ended June 30, 2024. In 2021, 2022, 2023 and the six
months ended June 30, 2024, the revenue from products based on IPs licensed from Hasbro was
RMBI18.1 million, RMB23.5 million, RMB136.9 million and RMB195.6 million, amounting to
5.5%, 7.2%, 15.6% and 18.7% of our total revenue in the corresponding periods. If we fail to
maintain a positive relationship with the proprietors or licensors of such IPs, our operations,
business prospects and financial condition may be materially and adversely affected. While we
aim to expand our IP portfolio by collaborating with a broader spectrum of IP proprietors or
licensors, there remains risk that we may not secure licenses for IPs on favorable terms, if at
all. In particular, growing popularity of IP character toys may also intensify the competition for
renowned IP among toycompanies, which may further adversely affect our ability to obtain
licenses from IP proprietors or licensors on favorable terms, if at all. Our license agreements
typically span from one to three years and are generally not automatically renewable. As such,
there is no assurance that we will always be successful in renewing or maintaining our license
agreements on similar terms, or at all. Furthermore, there is a risk that the IP proprietors or
licensors may be involved in disputes relating to their IP rights and may inadequately maintain
and protect their IP rights, potentially affecting our ability to utilize the licensed IPs. The
inability to secure licenses on favorable terms, termination or non-renewal of license
agreements, such as the Ultraman IP from SCLA and TRANSFORMERS IP from Hasbro, as
well as other IPs from other IP proprietors or licensors, or failure of the IP proprietors or
licensors to safeguard their IPs, could have a material and adverse impact on our business,
results of operations and financial condition.

Our competitiveness in part depends on our ability to obtain, maintain and protect our
critical intellectual properties.

As of the Latest Practicable Date, we had 587 patents registered or under application,
1,913 trademarks, 1,418 copyrights and 119 domain names in China. As of the same date, we
had 26 patents registered or under application and 157 trademarks overseas. See “Appendix IV
— Statutory and General Information — Further Information about the Business — Intellectual
Property.” We use our patent portfolio, trade secrets and proprietary know-hows to maintain the
competitiveness and innovativeness of our Blok System. To the extent possible, we rely on a
combination of patent, trademark, copyright and trade secret protection laws in China and other
jurisdictions, as well as internal policies, confidentiality procedures and contractual provisions
to protect our intellectual property rights. However, these laws, policies, procedures and
contractual provisions may provide only limited protection, and any of our intellectual property
rights may be challenged, invalidated, circumvented, infringed or misappropriated, such as by
producers of counterfeit products and knockoffs. The costs associated with protecting our
intellectual property rights may be significant. Also, we are in the process of registering certain
patents which have been applied in our business operations, and there can be no assurance that
these intellectual property rights applications could be approved in a timely manner, or at all.
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In addition, we cannot assure you that our partner factories will not engage in practices that
could infringe our intellectual property rights. Any failure to obtain, maintain, and protect our
patents, trademarks, copyrights and other intellectual property rights could have a material and
adverse impact on our business, results of operations and financial condition.

We may face negative publicity, damage to our brand reputation, or unable to effectively
promote our brand.

The reputation of our Blokees (#8& AJ) brand plays a crucial role in our consumers’
perception and the sales of our products. The reputation of our Blokees (78 AJ) brand is also
essential in maintaining and expanding business relationships with key stakeholders such as IP
proprietors, distributors, suppliers and other business partners. Any damage to our brand
reputation could have a material and adverse impact on our prospects, business, results of
operations and financial condition.

More specifically, any negative publicity concerning our business, management,
products, licensed or self-developed IPs, partners, or industry could significantly undermine
our brand reputation. Addressing such adverse publicity may necessitate the launch of
defensive media campaigns or legal actions, leading to increased marketing and legal expenses
and diverting management’s focus from core operations. Any counterfeit products or knockoffs

may also infringe and undermine our brand reputation in general.

Our content-driven marketing strategy relies on third-party social media platforms. In
particular, our fans, BFCs and the KOLs and KOCs we work with may post contents relating
to our products from time to time. We may fail to detect and prevent illegal or inappropriate
content from being posted, which may incur regulatory investigations, legal liability, or
removal from social media platforms. In addition, unfavorable publicity or negative news
regarding us, our fans, BFCs, the KOLs and KOCs we work with, or our IP proprietors, or
negative review on our brands and products could adversely affect our reputation.

In addition, we may encounter challenges in effectively enhancing brand recognition.
Despite our efforts, there is no assurance that our brand promotion and marketing endeavors
will resonate with our target audience and drive consumer engagement as anticipated. These
challenges could have a material adverse impact on our future prospects, business, results of

operations and financial condition.

We may be unable to expand, manage, monitor and coordinate our multi-channel sales
network effectively.

We face risks associated with managing our multi-channel sales network consisting of
offline sales channels, including distributors and consignment sales and online sales channels,
including various e-commerce platforms. Our multiple sales channels might compete with each
other and result in cannibalization among different channels, which could have a material and
adverse impact on our business, results of operations and financial condition.
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More specifically, distributorship is an important component of our multi-channel sales
network. We had a total of 511 distributors as of June 30, 2024. Our offline distribution sales
amounted to RMB112.8 million, RMB157.0 million, RMB732.7 million, RMB238.1 million
and RMB957.9 million, accounting for 34.2%, 48.2%, 83.6%, 76.8% and 91.6% of our total
revenue in 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, respectively.
We face various risks in relation to distributorship, including:

. We have limited control over our distributors, who may not always comply with our
requirements and policies or adhere to agreements with us. This could lead to issues
such as misuse of our logo, violations of our guidelines, or inappropriate marketing
activities, all of which may negatively impact product sales, consumer experience
and brand recognition.

. Some distributors may sell our products to sub-distributors without our involvement
or oversight, making it difficult to control their sales activities.

. Our distributors or sub-distributors may violate our guidelines and sales strategies
and compete with each other for market share.

. Our distributors and sub-distributors may fail to sell our products in a timely manner
or deviate from our guidelines and strategies, it could result in price disparities,
decreased product sales and damage to our reputation.

. We may have limited control over the disorganized ordering and stockpiling by
distributors, making it challenging to make sales forecast and manage inventory
levels effectively.

. Distributors may violate our guidelines and sell our products to unauthorized
channels or regions. This may cause price erosion, brand dilution, conflicts with
authorized distributors and disruptions in pricing strategies across different channels
or regions. This can further exacerbate competition among distributors and

undermine our brand recognition.

Occurrence of any of these could have a material and adverse impact on our business,

results of operations and financial condition.

Additionally, our ability to maintain and expand our sales network significantly impacts
our success, but this is influenced by various factors, some of which are beyond our control.
For instance, if we encounter challenges in maintaining positive relationships with existing
partners within our sales channels, experience disputes with them, or struggle to expand our
sales network with new partners under favorable terms, our market presence across different
channels or regions may be compromised. Failure to effectively execute our development and
growth strategies, along with providing sufficient resources and operational support to our
online and offline sales channels, could have a material and adverse impact on our future
prospects, business, results of operations and financial condition.
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The use of third-party partner factories to produce products presents risks to our
business.

We rely on third-party partner factories to produce our products. In particular, our two
largest suppliers in 2023 and the six months ended June 30, 2024, both of which are our
partners factories, accounted for 66.7% and 51.0% of our total procurement in the such year
or period. As a result, the loss or unavailability of any of our major partner factories, even
temporarily, could have a negative impact on our business, results of operations and financial
condition. While we believe that we have the ability to replace our partner factories, if
necessary, any such move may be time-consuming and costly. More specifically, we integrate
our knowledge in assembly character toy production and various patents to curate industry-
leading proprietary production techniques and customized equipment to be applied in a
network of toy factories dedicated in the production of our products, making it more
time-consuming and costly to establish cooperation with alternative factories. In addition, we
may face challenges in establishing relationships with new partner factories on similar terms
with matching quality. We may also be required to seek out additional partner factories in
response to increased demand for our products, as our current partner factories may not have
sufficient production capacity. Furthermore, our partner factories are subject to various laws
and regulations in the PRC, including environmental protection, health and safety-related laws.
Any violation, non-compliances or issues in connection with these laws and regulations can
disrupt their production activities. Any failure of our partner factories to deliver a material
portion of the products ordered, or our failure to find alternative partner factories in time, could
have a material and adverse impact on our business, results of operations and financial

condition.

Product quality is crucial to our success. We require third-party partner factories to
produce our products according to our quality control procedures and instructions.
Nevertheless, we may not have effective control over whether our partner factories would
strictly follow our quality control procedures and instructions as to, for example, raw materials
to be used in the production of our products. Despite the various policies we design and
implement, there is always a risk that our third-party partner factories will not comply with our
requirements, and that we may not be able to discover such non-compliance immediately, or
at all. Any illegal or policy-violating activities of third-party partner factories may expose us
to product liability claims, administrative penalties, confiscation or destruction of certain
products, revocation of business license, or other legal consequences, among others. If
defective products are produced and sold, it could result in damage to our brand reputation,
product recalls, consumer litigation and others, which in turn could have a material and adverse
impact on our business, results of operations and financial condition.

Our investment and future operations in self-operated factories may not be successful.

In addition to the collaboration with our partner factories, we plan to invest in our own
scaled factories specializing in the production of assembly character toys. We expect to
complete the self-operated factory by or around the end of 2026 with a designed capacity of
approximately nine million units per months. See “Business — Production — Plan for
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Self-operated Factories” and “Future Plan and Use of [REDACTED].” Execution of such plan
would impose significant responsibilities on our senior management and require commitment
of resources and time, for example in identifying, maintaining and integrating additional
employees and procuring additional equipment. Self-operated factories will also lead to
significant amount of capital expenditure. In addition, the successful execution of such plan
requires the self-operated factories to obtain various approvals, permits, licenses and
certificates and complete relevant inspections by competent government authorities.
Difficulties in effectively managing the budgeting, financing, operational and compliance
issues presented by such plan could adversely affect our business, prospects, results of
operations and financial condition. There is no assurance that we will be able to execute our
plan for self-operated factories as expected or at all.

Even if we manage to establish our self-operated factories, there is no assurance that we
could effectively operate or manage our self-operated factories. Historically, all our products
were produced by our partner factories. As such, we may be short of experience in operating
factories on our own. For example, we may not be able to effectively allocate our production
capacity or produce our products with satisfying quality in a timely and cost-effective manner.
Furthermore, such self-operated factories can incur significant overhead and support costs,
resulting in more operating expenses, which may adversely affect our results of operations and
financial condition. There is no assurance that we will be able to recover our investment in such
self-operated factories in a timely manner or at all. If we fail to recover the investment in such
self-operated factories, our prospects, results of operations and financial conditions could be
materially and adversely affected.

We may be unable to conduct our marketing activities effectively.

To promote our brand recognition and increase our brand value as well as to sell our
products, we invested, and plan to continue to invest in marketing activities. In 2021, 2022,
2023 and the six months ended June 30, 2023 and 2024, the selling and distribution expenses
amounted to RMB?388.6 million, RMB232.9 million, RMB189.3 million, RMB86.4 million and
RMB120.8 million, respectively. We utilize various social media platforms as part of our
content-driven online marketing strategy. As social media evolves rapidly, we must continue to
maintain a presence on these platforms and establish presence on new or emerging popular
social media platforms. Some of these marketing or promotional results may not be as effective
as we expected. For example, our KOL and KOC collaborations may not achieve the expected
results. If we are unable to cost-effectively use social media platforms as marketing tools, we
may not be able to maintain and grow our consumer base and ultimately increase our sales.
Furthermore, failure to provide adequate support to our sales partners through effective
marketing efforts may result in our business being adversely affected. Materialization of any
of the foregoing risks could have a material and adverse impact on our future prospects,
business, results of operations and financial condition.

— 51 -



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

RISK FACTORS

We may be unable to maintain our attractive pricing and our quality-for-money
proposition.

Attractive pricing is crucial in maintaining our quality-for-money proposition. Many
factors beyond our control may impact the pricing of our products. For example, we may need
to increase the price of our products due to factors such as rising licensing fees from IP licensor
or proprietors, production costs from our partner factories due to higher labor cost or
otherwise, and costs for raw materials that meet our quality requirement. We may also incur
higher than expected expenses on our sales and marketing efforts or make capital expenditure
to strengthen our production resources. Any of these factors could result in lower profitability
unless we increase the retail prices of our products, or our distributors are willing to absorb the
increase in the price at which we sell our products to them so that we can maintain the same
level of retail prices. Any such increases in retail prices could damage our quality-for-money
proposition, diminish our appeal to consumers and weaken our competitiveness in the market,
which in turn could have a material and adverse impact on our future prospects, business,
results of operations and financial condition.

We may face shortages, price fluctuations or quality issues relating to raw materials or
disruptions in the supply of raw materials.

The raw materials used in the production and packaging of our products primarily include
ABS and paper materials. Raw materials are of vital importance as it can directly affect the
quality, appearance and texture of our products. We adopted strict criteria for evaluating the
qualifications of our raw material suppliers. We take into account their qualification as well as
the quality, price and stable supply of the relevant raw materials when selecting our raw
material suppliers. The supplies of our raw material may be subject to risks associated with
factors beyond our control, such as labor shortages and natural disasters. Any shortages, price
fluctuations, or disruption of supply of raw materials used in the production of our products
may cause a disruption to production and result in our inability to provide adequate products
to meet market demand for our products that subsequently leads to loss of sales.

In addition, we cannot guarantee that raw materials from suppliers will be free from
quality issues. Any quality issue of raw materials used in our production may result in defects
in our products and subject us to potential liabilities, product recalls, and claims. While we
typically require indemnification for our losses caused by raw materials that do not meet our
requirements, potential liabilities and claims related to defects in our product may impair our
brand reputation and could have a material and adverse impact on our business, results of
operations and financial condition.
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We may encounter product quality issues.

Product quality is crucial to our success. However, we cannot assure you that we will not
encounter any product quality issues and meet all industry related quality standards. Quality
issues may arise from various causes such as: (i) product design defects; (ii) defect raw
materials used in production; (iii) errors in production and final product inspection processes;
or (iv) improper handling of our products during the storage and transportation processes. Any
quality issue may expose us to product liabilities, product recalls, claims or legal
consequences, which may negatively affect our brand recognition and could have a material

and adverse impact on our business, results of operations and financial condition.

We face risks related to counterfeit products and knockoffs.

We may encounter situations where unauthorized third parties sell products under our
brand name or trademark, or under similar brand names or trademarks, without obtaining the
necessary license or authorization from us. Legal action to address such infringements,
counterfeit products and knockoffs could be costly and may divert management’s focus and
resources away from our core business activities. The presence of unauthorized products in the
market may also tarnish our reputation, as consumers may struggle to distinguish between
authentic and counterfeit products or knockoffs, which may result in consumer complaints or
disputes. In addition, presence of counterfeit products or knockoffs based on licensed IP in the
market may also result in disputes with the IP proprietors. Any inadequate detection and
handling of counterfeit products and knockoffs could harm our reputation and have a material

and adverse impact on our business, results of operations and financial condition.

We face challenges in expanding into overseas markets.

We may face various challenges in relation to our overseas expansion plans, such as our
ability to identify suitable markets, secure favorable terms with overseas sales partners, the
popularity of our products in the markets we wish to penetrate, the relevant logistics and
warehousing arrangement in overseas arrangement and our ability to meet the legal and other
requirements of the local market. More specifically, different markets have their unique social
and economic circumstances and consumer preferences, which presents challenges for us to
introduce our products in these markets. Different legal and other requirements, such as
product safety standards, may also lead to additional compliance costs and divert the attention
of our management and our resources. Furthermore, operations in certain countries may be
negatively affected by deterioration in political and economic relations among countries,
sanctions and export controls, international trade regulations and trade protection measures,
and may be subject to other geopolitical challenges, economic and labor conditions, increased
duties, taxes and other costs and political instability. In addition, our international expansion
plan is also subject to challenges in localizing our business and competing against competitors
with more local resources in the overseas market. As a result, we cannot guarantee that our
expansion plan into overseas markets can be successfully implemented. Failure to execute our
overseas expansion plan could have a material and adverse impact on our future prospects,
business, results of operations and financial condition.
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During the Track Record Period, the revenue contribution from overseas markets in any
given period was below 3%. Different overseas market may impose different import tariff rates
to our products, which are subject to changes from time to time. In particular, our products are

not subject to import tariff to the United States”

, while our products sales in Europe were
subject to import tariff up to approximately 5%, during the Track Record Period and up to the
Latest Practicable Date. In view of the recent political environment in the United States, there
can be no assurance that an import tariff will not be imposed on the import of our products to
the United States in the near future. To the extent any country starts to impose or increase the
rate of import tariff applicable to our products, our sales in those markets can be adversely

affected.

We are exposed to inventory management risks and may face inventory excess,
obsolescence, impairment or shortage.

Our inventories mainly include finished goods, raw materials and goods in transit. As of
December 31, 2021, 2022, 2023 and June 30, 2024, we had inventories of RMB69.8 million,
RMB61.2 million, RMB76.3 million and RMB151.3 million respectively. Our inventory
turnover days for 2021, 2022, 2023 and the six months ended June 30, 2024 were 137 days,
130 days, 62 days and 46 days, respectively. See “Financial Information — Selected Balance
Sheet Items — Inventories.” We are required to maintain sufficient inventory levels to ensure
our product demand can be met, while avoiding excess inventory. Failure to forecast consumer
demand or respond to any unexpected event negatively affecting the sales of our products could
expose us to inventory obsolescence or result in a decline in inventory value or inventory
write-downs. On the other hand, inaccurate sales forecast or insufficient production capacity
at our partner factories may lead to inventory shortage and result in our inability to meet
market demand for our products and satisfy orders from our sales partners. Failure in managing
our inventory could have a material and adverse impact on our business, results of operations
and financial condition.

Note:
(1)  Based on Harmonized Tariff Schedule of the United States (“HTS”), our products are categorized under code

9503, which cover various types of toys. Products under code 9503 originated from China are currently duty
free under the HTS.
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We are exposed to risks relating to warehousing and third-party logistics service
providers.

A significant disruption to the operation of the warehouses, whether as a result of natural
disasters, public health incidents, labor shortages, fires or other causes, or any unexpected and
adverse changes in the storage conditions of the warehouses, could disrupt our operations,
which may cause delay in product deliveries or even destroy our products. Though we maintain
insurance to cover our inventory loss and damages, the coverage may not be sufficient and any
delay in delivery may not be recoverable. Prolonged disruptions in warehousing could also
result in a loss of sales. Furthermore, we may fail to secure the lease agreement of our
warehouses on favorable terms, or at all. Any of these events could have a material and adverse
impact on our business, results of operations and financial condition.

During the Track Record Period, we engaged independent third-party logistics service
providers to transport our products from partner factories to our warehouses and/or customers.
Our dependence on 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 service providers could also result in product damage, which
could lead to product liabilities or claims and negatively impact our brand image and
reputation. Any of these events could have a material and adverse impact on our business,

results of operations and financial condition.

Our success depends on our ability to operate our business without infringing,
misappropriating or otherwise violating the patents, trademarks, copyrights, trade secret,
know-how and other proprietary rights of third parties.

We cannot assure you that our business practices do not and will not infringe,
misappropriate or otherwise violate any patents, trademarks, copyrights, trade secrets,
know-how and other proprietary rights of third parties, given the uncertainties inherent in the
scope of certain patents, trademarks, copyrights, trade secrets, know-how and other proprietary
rights. Intellectual property related litigation is usually complex and the results of such
litigation are unpredictable. As we gain greater visibility and market exposure as a public
company, we may also be at greater risk of being the subject of intellectual property related
litigation. Third parties may claim that our products or activities infringe, misappropriate or
otherwise violate their patents, trademarks, copyrights, trade secrets, know-how 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 have infringed, misappropriated or otherwise
violated a third party’s patents, trademarks, copyrights, trade secrets, know-how 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. In addition, any allegation of infringement of the intellectual property
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rights of others, even if unfounded, could damage our reputation and tarnish our brand image.
Furthermore, our use of the disputed intellectual properties may be restricted, which could
disrupt our operations. Occurrence of any of these incidents could have a material and adverse
impact on our business, results of operations and financial condition.

We face challenges with regard to changes in existing laws, regulations, or policies
governing our industry and business, the imposition of new laws, regulations, or policies,
or new interpretations thereof.

We are subject to laws, regulations and policies governing the toy industry in countries
where we have operations. The regulatory regime for the industry has been evolving, with new
laws, regulations and other regulatory measures being introduced from time to time, such as the
Product Quality Law of the People’s Republic of China (20181&1E) ( {3 A R ILFIE = fVE
L (2018181F)) ). See “Regulatory Overview — Regulations On Assembly Character Toys
— Regulations on Products Quality and Liability.” Such laws and regulations may become
more comprehensive and stringent in the future. While we closely monitor changes in the
relevant laws and regulations and have implemented measures to ensure our ongoing
compliance, changes in the regulatory regime may materially and adversely impact our
business. For example: (i) we may incur higher compliance costs on our business and face
challenges in launching new products; (ii) we may encounter greater difficulties in obtaining
relevant regulatory approvals; and (iii) our sales and marketing activities may be restricted in
scope, content, format and other aspects. Any non-compliance with applicable laws and
regulations may expose us to liability. In case of any non-compliance, we may have to incur
significant expenses and divert management’s attention and substantial resources to resolving
deficiencies. More specifically, on June 8, 2023, the SAMR promulgated the Blind Boxes
Guidelines. The interpretation and enforcement of this newly promulgated guidelines can be
evolving, which could lead to a material and adverse impact on our prospects, business, results
of operations and financial conditions.

Furthermore, we cannot assure you that our customers and other business partners will
always be able to comply with the laws and regulations in a timely manner, or at all. We may
have to terminate our collaboration with customers and other business partners that fail to do
so, which could have a material and adverse impact on our business, results of operations and
financial condition.
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We are subject to environmental protection, health, and safety-related laws and
regulations. Changes in these laws and regulations may cause us to incur additional
compliance costs, and any non-compliance with these laws and regulations could lead to
imposition of fines and penalties and harm our business.

Our operations, particularly our products, raw materials and warehousing, are subject to
laws and regulations in relation to environmental protection, health and safety. In particular, we
are required to adhere to applicable fire safety requirement for our warehouses. We may incur
ongoing compliance costs and incur additional compliance costs for changes in these laws and
regulations. Failure to comply with any existing and future environmental protection, health
and safety-related laws and regulations could subject us to liabilities, such as monetary
damages and fines. Our cost of complying with relevant current and future regulations, and
liabilities which may potentially arise, or any non-compliance thereof, could have a material
and adverse impact on our business, results of operations and financial condition.

Furthermore, with the increasing awareness on environmental protection, there has been
an increasing public scrutiny in reducing the use of plastics and other non-recyclable materials
in various industries. In response, we may need to devote substantial resources in developing
or identifying alternative raw materials, and our research or development expenses or costs of
our raw materials may increase, which in turn could have a material and adverse impact on our
business, results of operations and financial condition. On the other hand, failure to respond to
the increasing awareness on environmental protection and public scrutiny on the raw materials
we use may damage our brand perception. This may result in our brands and products being
less appealing to consumers, which in turn could have a material and adverse impact on our
future prospects, business, results of operations and financial condition. Any environmental
protection, health and safety issues at our partner factories may also damage our reputation in
addition to disruption of production activities as discussed in “— The use of third-party partner
factories to produce products presents risks to our business.”

We face risks in relation to inability to obtain and maintain the approvals, licenses and
permits required for our operations.

We are required to maintain various approvals, licenses and permits in order to operate
our business. These approvals, licenses and permits are granted upon satisfactory compliance
with, among other things, the applicable laws and regulations. Also, they may be valid only for
a fixed period of time and subject to renewal and accreditation.

We may experience difficulties, delays, or failures in obtaining the necessary approvals,
licenses and permits for our businesses. In addition, there can be no assurance that we will be
able to obtain or renew all of the approvals, licenses and permits required for our existing
business operations in a timely manner, or at all. If we fail to obtain and/or maintain required
approvals, licenses, or permits, our ongoing business could be interrupted, and our expansion

plan may be delayed.
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Complying with government regulations may require substantial expenses, and any
non-compliance may expose us to liability. In case of any non-compliance, we may have to
incur significant expenses, and divert substantial management time and resources to resolving
any deficiencies. We may also experience negative publicity arising from such deficiencies,
which could have a material and adverse impact on our business, results of operations and
financial condition.

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

Our business operations rely on our information systems for various functions. These
systems are critical for maintaining operational efficiency, data accuracy and timely decision-
making. However, our information systems are subject to various risks, including system
failures, 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 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.

We also engage certain third-party service providers for the development, upgrade and
maintenance of certain information systems. Any failure of these third-party service providers
to meet their service obligations could affect the performance of our information systems.
Furthermore, any breach of contract or termination of services by these third-party service
providers could result in disruptions to the operation of our information systems and we may
incur additional costs and experience delays to find alternative service providers.

We had net current liabilities, net liabilities and negative operating cash flow in the past,
which we may continue to experience in the future.

We had net current liabilities of RMB74.3 million and RMB48.6 million as of December
31, 2022 and 2023, respectively. Moreover, we had net liabilities of RMB958.6 million,
RMB1,377.1 million, RMB1,608.3 million and RMB1,492.5 million as of December 31, 2021,
2022 and 2023 and the six months ended June 30, 2024, respectively. We had net operating cash
outflow of RMB293.3 million and RMB168.7 million in 2021 and 2022, respectively. As of
June 30, 2024, we had net current assets of RMB43.9 million, and we had a net operating cash
inflow of RMB284.9 million and RMB508.0 million in 2023 and the six months ended June 30,
2024, respectively. However, we cannot assure you that we will not experience liquidity
problems in the future. If we fail to maintain sufficient cash and financing, we may not have
adequate cash flows to fund our business, operations and capital expenditures, which could
have a material and adverse impact on our business, results of operations and financial
condition.

— 58 —



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

RISK FACTORS

Our deferred tax assets may not be recovered.

Our deferred tax assets may not be recovered. As of June 30, 2024, our deferred tax assets
amounted to RMB160.9 million, representing approximately 14.3% of our total assets. We
periodically assess the probability of the realization of deferred tax assets, using accounting
judgments and estimates with respect to, among other things, historical operating results,
expectations of future earnings and tax planning. In particular, these deferred tax assets can
only be recognized to the extent that it is probable that future taxable profits will be available,
against which the deferred tax assets can be utilized. However, we cannot assure you that our
expectation of future earnings will materialize, due to factors discussed in this section, some
of which beyond our control. In such case, we may not be able to recover our deferred tax
assets, which in turn could have a material and adverse impact on our results of operations and
financial condition.

We may not be able to honor our obligations in respect of our contract liabilities.

Our contract liabilities, which represent (i) advances received from our customers, (ii)
sales rebates granted to our distributors for satisfaction of sales target as set out in the
distribution agreements, and (iii) customer loyalty program credits granted to our registered
members which could be used to offset future purchase price of our products subject to certain
terms and conditions, amounted to RMB29.6 million, RMB30.6 million, RMB66.3 million and
RMB&84.1 million as of December 31, 2021, 2022, 2023 and June 30, 2024. See “Financial
Information — Selected Balance Sheet Items — Contract Liabilities.” There is no assurance
that we will be able to fulfill our obligations in respect of contract liabilities as the fulfillment
of our performance obligations is subject to various factors discussed in this section, some of
which are beyond our control. If we are not able to fulfill our obligations with respect to our
contract liabilities, the amount of contract liabilities will not be recognized as revenue or may
result in additional payment obligations for us. Any failure to fulfill our obligations with
respect to our contract liabilities may have a material and adverse impact on our results of
operations and financial condition.

Any failure to make adequate contributions to various employee benefit plans as required
by PRC regulations can result in penalties.

Companies operating in the PRC are required to participate in various employee benefit
plans, including pension insurance, unemployment insurance, medical insurance, work-related
injury insurance, maternity insurance and housing provident fund and contribute to the
amounts equal to certain percentage of salaries, including bonuses and allowances, of their
employees up to a maximum amount specified by the local government from time to time at
locations where they operate their business.

As advised by our PRC Legal Advisor, we were in compliance with applicable laws and
regulations related to social insurance and housing provident funds in material aspects during
the Track Record Period. However, we cannot assure you that any existing and new laws and
regulations will not require us to pay any additional amount, which in turn could have a
material and adverse impact on our results of operations and financial condition.
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Failure to register our lease agreements can result in penalties.

We currently lease several premises in China. Under the PRC laws and regulations, lease
agreements in general are required to be registered with the local land and real estate
administration bureau. The lease agreements for some of our leased properties in China have
not been registered with the relevant PRC government authorities. Although failure to do so
does not in itself invalidate the leases, we may be subject to fines if we fail to rectify such
non-compliance within the prescribed time frame after receiving notice from the relevant PRC
government authorities. The penalty ranges from RMB1,000 to RMB10,000 for each
unregistered lease, at the discretion of the relevant authority. As of the Latest Practicable Date,
we had not registered two lease agreements. If we receive notice from the relevant PRC
government authorities requiring us to complete the registration within the prescribed time
frame and if we fail to do so, the maximum aggregate amount of potential administrative
penalties we would be subject to is RMB20,000. In the event that any fine is imposed on us
for our failure to register our lease agreements, we may not be able to recover such losses from
the lessors.

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
insurance 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 impact on our business, results of
operations and financial condition.

We may fail to comply with the laws and regulations relating to cybersecurity and data
privacy and protection may subject us to legal or administrative proceedings.

We have access to and collect transactional information from certain consumers through
online channels. Accordingly, our business operations are subject to various cybersecurity and
data privacy and protection laws, such as the Revised Cybersecurity Review Measures ( (44
&L RFANEE) ), Administration Regulations on Cyber Data Security ( CHHA 8 4 245 1
&451) ) (the “Data Security Regulations”), the Data Security Law of the PRC ( {F# AR
LRI B BE 2 495D ) (the “Data Security Law”), the Provisions on Promoting and Regulating
Cross-Border Data Flow ( (fR#EFIHIEI BRI MBI M E) ), Provisions for the cyber
protection of children’s personal information ( {5EfHA(FEALERERT) ) and the
Personal Information Protection Law ( {fAAf5Eff3#1%) ). See “Regulatory Overview —
Regulations on Online Business and Data Compliance — Regulations on Cybersecurity and
Data Privacy and Protection.” There might be changes from time to time regarding the
interpretation and application of the laws and regulations regarding cybersecurity and data
privacy and protection as they are generally complex and evolving. In addition, we may be
subject to additional regulatory requirements regarding cybersecurity and data privacy and
protection, which may necessitate adjustments to our data framework and incur additional
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costs. Any failure or perceived failure of us to comply with cybersecurity and data privacy and
protection laws, or other 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 liabilities and reputational damage. In addition, the regulatory
regime for cybersecurity and data privacy and protection is complex and constantly evolving,
which could increase our compliance costs and operational complexity. Any failure to closely
monitor the relevant regulatory development could subject us to potential liabilities, and have
a material and adverse impact on our business, results of operations and financial condition.

On December 28, 2021, the Cyberspace Administration of China (the “CAC”), together
with other relevant administrative departments, jointly promulgated the Revised Cybersecurity
Review Measures with effect from February 15, 2022, according to which an online platform
operator who possesses personal information of over one million users and intends for listing
in a foreign country must be subject to the cybersecurity review. In the meantime, the Revised
Cybersecurity Review Measures grant the governmental authorities the discretion to initiate a
cybersecurity review on any data processing activity if they deem such activity affects or may
affect national security. On September 24, 2024, the State Council promulgated the Data
Security Regulations, which reiterate that the data processors which may possibly affect
national security shall apply for cybersecurity review. As of the Latest Practicable Date, we
have not received any notice from the CAC of a cybersecurity review on us under the Revised
Cybersecurity Review Measures. Based on the phone consultation on April 1, 2024 with the
China Cybersecurity Review, Certification and Market Regulation Big Data Center (4845 % %
A R RFT G EE KEE ), our PRC Legal Advisor is of the view that we are not
required to file an application for cybersecurity review under the Revised Cybersecurity
Review Measures. However, given the fact that we process personal data information of more
than one million users, we cannot rule out the possibility that we will trigger the cybersecurity
review in the future. If we are subject to cybersecurity review, we may incur significant costs
and face challenges, both in the review process and in making enhancements to our
cybersecurity measures that may be required.

PRC regulatory authorities have also enhanced the supervision and regulation of
cross-border data transmission. The Data Security Law which took effect in September 2021
prohibits entities and individuals in China from providing any foreign judicial or law
enforcement authority with any data stored in China without approval from competent PRC
authority, and sets forth the legal liabilities of entities and individuals found to be in violation
of their data protection obligations, including rectification order, warning, fines, suspension of
relevant business, and revocation of business permits or licenses. Moreover, the Provisions on
Promoting and Regulating Cross-Border Data Flow and the Guidelines for Application for
Security Assessment of Outbound Data Transfer (Second Edition) promulgated by the CAC
came into effect on March 22, 2024. According to the provisions and the guidelines, data
processors are subject to security assessments conducted by the CAC prior to any cross-border
transfers of important data and personal information, if falling under any of the following
circumstances: (i) where the critical information infrastructure operator intends to provide
important data or personal information overseas; (ii) where the data processor other than
critical information infrastructure operators intends to provide important data overseas; (iii)
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where the data processor other than critical information infrastructure operators, who has
provided personal information (excluding sensitive personal information) of at least one
million individuals or sensitive personal information of at least 10,000 individuals to overseas
recipients accumulatively since January 1 of any given calendar year, intends to provide
personal information overseas; and (iv) other circumstances where the security assessment of
cross-border data transfer is required as prescribed by the CAC. See “Regulatory Overview —
Regulations on Online Business and Data Compliance — Regulations on Cybersecurity and
Data Privacy and Protection.” We have implemented control procedures to comply with the
new requirements. Complying with PRC laws and regulations relating to cross-border data
transmission increases our compliance costs and could affect our ability to transfer data across
borders. As of the Latest Practicable Date, we have not been subject to the security assessments
conducted by the CAC. Our PRC Legal Advisor is of the view that we are not subject to the
security assessments based on the fact that we are not involved in any cross-border transfers
of important data and personal information which may fall under the aforementioned
circumstances.

We face risks associated with the misconduct of our employees, business partners and
their employees and other related individuals.

Our business operations and reputation are significantly influenced by the conduct of our
employees, business partners, their employees and other related individuals. Despite our efforts
to implement stringent oversight mechanisms and ethical guidelines, it may not always be
possible to prevent or detect misconduct by these individuals. The misconduct by these parties,
including fraudulent activities, non-compliance with laws and regulations, unethical business
practices or any other actions that are inconsistent with our corporate policies and values, may
subject us to potential liabilities and damage our reputation, leading to loss of consumers,
decreased market share and potential difficulties in attracting and retaining business partners.

Our business depends on the continuing efforts of our key personnel performing vital
functions.

Our business operations depend on the continuing efforts of our management, particularly
the members of our senior management team. 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, members of our management may join a competitor or form a
competing company. There can be 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, which
in turn could have a material and adverse impact on our future prospects, business, results of
operations and financial condition.
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We may from time to time become a party to litigation, other legal and contractual
disputes, claims and administrative proceedings.

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 consumers, suppliers, customers, 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 have a material and adverse impact on our business, results of
operations and financial condition.

We may make acquisitions, establish joint ventures and conduct other strategic
investments, which may not be successful.

To further expand our business and strengthen our market-leading position, we may form
strategic cooperation or make strategic investments and acquisitions to fuel business growth.
Acquisitions involve numerous risks, including difficulties in integrating the operations and
personnel of the acquired companies, distraction of management from overseeing our existing
operations, difficulties in executing new business initiatives, entering markets or lines of
business in which we have no or limited direct prior experience, the possible loss of key
employees and customers and difficulties in achieving the synergies we anticipated or levels
of revenue, profitability, productivity or other benefits we expected. These transactions may
also cause us to (i) significantly increase our interest expense, leverage and debt service
requirements if we incur additional debt to pay for an acquisition or investment, (ii) issue
Shares that would dilute our current Shareholders’ percentage ownership, or (iii) incur asset
write-offs and restructuring costs and other related expenses. Acquisitions, joint ventures and
strategic investments involve numerous other risks, including potential exposure to unknown
liabilities of acquired or investee companies and restrictions under regulations relating to
anti-monopoly. There can be no assurance that our acquisitions, joint ventures and other
strategic investments will be successful and will not have a material and adverse impact on our
business, results of operations and financial condition.
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We are subject to the risks associated with force majeure events, natural disasters, public
health incidents, acts of war, terrorism, or other factors beyond our control.

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 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 to 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 impact on our business,
results of operations and financial condition.

We have awarded and may continue to award equity instruments under equity incentive
plans, which may cause shareholding dilution to our Shareholders and result in increased
share-based compensations.

We adopted the Share Incentive Scheme on January 12, 2023, which was amended and
restated on March 29, 2024. The Share Incentive Scheme was mirroring and the continuation
of the then share incentive scheme adopted on December 4, 2020 by Bloks Technology, our
main operating entity in the PRC. See “Appendix IV — Statutory and General Information —
The Share Incentive Scheme.” In 2021, 2022, 2023 and the six months ended June 30, 2023 and
2024 we recorded share-based compensations of RMB6.9 million, RMB6.3 million, RMB6.2
million, RMB3.1 million and RMB374.7 million, respectively. To further incentivize our
employees, we may adopt other equity incentive plans and award additional equity incentives
in the future. Issuance of Shares with respect to our equity incentive plan may dilute the
shareholding of our existing Shareholders and incur substantial share-based compensations that

could have a material and adverse impact on our results of operations.

Fluctuations in exchange rates may adversely affect our results of operations.

The value of RMB against the Hong Kong dollar, the U.S. dollar and other currencies
fluctuates, is subject to changes resulting from the PRC government’s policies and depends to
a large extent on domestic and international economic and political developments as well as
supply and demand in the local market. It is difficult to predict how market forces or
government policies may impact the exchange rate between the RMB and the Hong Kong
dollar, the U.S. dollar or other currencies in the future.
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The [REDACTED] from the [REDACTED] will be received in Hong Kong dollars and
we expect a substantial portion of which to be spent in RMB. As a result, any appreciation of
the RMB against the Hong Kong dollar may result in the decrease in the value of our
[REDACTED] from the [REDACTED]. Conversely, any depreciation of the RMB against the
Hong Kong dollars may adversely affect the value of, and any dividends payable on, the Shares
in foreign currency. In addition, there are limited instruments available for us to reduce our
foreign currency risk exposure at reasonable costs. All of these factors could have a material
and adverse impact on our business, results of operations and financial condition.

RISKS RELATING TO DOING BUSINESS IN CHINA

Changes in economic, political and social conditions could have a material and adverse
impact on our future prospects, business, results of operations and financial condition.

Substantially all of our revenue is derived from our businesses in the PRC during the
Track Record Period. Accordingly, our future prospects, business, results of operations, and
financial condition are, to a material extent, subject to economic, political and legal
developments in the PRC. If the macroeconomic condition in China experiences significant
adverse changes, demand for our products and our ability to maintain our operations may
suffer, which could consequently lead to a material and adverse impact on our business, results

of operations and financial condition.

China’s economy has experienced significant growth over the past decades since the
implementation of reform and opening-up policy. In recent years, the PRC government has
implemented measures emphasizing the utilization of market forces in economic reform and
the establishment of sound corporate governance practices in business enterprises. These
economic reform measures may be adaptively adjusted from industry to industry or across
different regions of the country. Changes in China’s business environment could have a
material and adverse impact on our business, results of operations and financial condition.

You may have difficulties in effecting service of legal process or enforcing foreign
judgments against us, our Directors and our senior management.

Most of our assets are located in the PRC. In addition, most of our Directors and senior
management reside in the PRC. The assets of these Directors and executive officers are also
mostly located within the PRC. As a result, it may be difficult and time-consuming to effect
service of process upon those persons residing in the PRC or to enforce against us or them in
the PRC any judgments obtained from non-PRC courts. The PRC does not have treaties
providing for the reciprocal recognition and enforcement of judgments of courts of certain
other jurisdictions. As a result, recognition and enforcement in the PRC of judgments of a court
in any of these jurisdictions outside the PRC may be difficult.
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On July 14, 2006, the Supreme People’s Court of the PRC and the Government of
the Hong Kong Special Administrative Region of the PRC signed an Arrangement on
Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters (
e N BRI I B 7 1A 4t BEL 7 s T A BB DA 2k (e AR L R ] RSB T o T N T Y R e SR A
P22 PE) ) (the “Arrangement”). Under the Arrangement, a party with an enforceable final
court judgment rendered by any designated People’s Court of mainland China or any
designated Hong Kong Court requiring payment of money in a civil and commercial case
according to a written choice of court agreement, may apply for recognition and enforcement
of the judgment in the relevant People’s Court of mainland China or Hong Kong Court. A
written choice of court agreement is defined as any agreement in writing entered into between
parties after the effective date of the Arrangement in which a court of mainland China or a
Hong Kong court is expressly designated as the court having sole jurisdiction for the dispute.
Therefore, it may not be possible to enforce a judgment rendered by a Hong Kong court in
mainland China if the parties in the dispute did not agree to enter into a choice of court
agreement in writing. As a result, it may be difficult or impossible for you to effect service of
process against us in order to seek recognition and enforcement of foreign judgments in
mainland China.

On January 18, 2019, the Supreme People’s Court of the PRC and the Government of
Hong Kong Special Administrative Region of the PRC entered into an agreement regarding the
scope of judgments which may be enforced between mainland China and Hong Kong ( <%
PA) L B R R I A T I 95 e A L AT RN T R S A I 2 ) ) (the “New
Arrangement”). The New Arrangement broadens the scope of judgments that may be enforced
between mainland China and Hong Kong under the Arrangement. Whereas a choice of
jurisdiction needs to be agreed in writing in the form of an agreement between the parties for
the selected jurisdiction to have exclusive jurisdiction over a matter under the Arrangement, the
New Arrangement provides that the court where the judgment was sought could apply
jurisdiction in accordance with the certain rules without the parties’ agreement. The New
Arrangement became effective on January 29, 2024, both in mainland China and in Hong Kong
and replaced the Arrangement. Under the New Arrangement, any party concerned may apply
to the relevant court of mainland China or Hong Kong for recognition and enforcement of the
effective judgments in civil and commercial cases subject to the conditions set forth in the New
Arrangement. Although the New Arrangement has become effective, the outcome and
effectiveness of any action brought under the New Arrangement may still be uncertain. We
cannot assure you that an effective judgment that complies with the New Arrangement can be
recognized and enforced in a mainland China court.
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If we are classified as a PRC resident enterprise for PRC enterprise income tax purposes,
such classification could result in unfavorable tax consequences to us and our non-PRC
Shareholders.

Under the PRC Enterprise Income Tax Law and its implementation rules, an enterprise
established outside the PRC with its “de facto management body” within the PRC is considered
a “resident enterprise” and will be subject to the enterprise income tax on its global income at
the rate of 25%. The implementation rules define the term “de facto management body” as the
body that exercises full and substantial control and overall management over the business,
productions, personnel, accounts and properties of an enterprise. The SAT issued the Notice
Regarding the Determination of Chinese-Controlled Offshore Incorporated Enterprises as
People’s Republic of China Tax Resident Enterprises on the Basis of De Facto Management
Bodies ( CBRIASEANGE M 752 A S A48 BT By BHLAR R A 4 R 0 o R A S R ) L )
1) ) (“SAT Circular 82”) on April 22, 2009, and most recently amended on December 29,
2017. SAT Circular 82 provides certain specific criteria for determining whether the “de facto
management body” of an offshore incorporated enterprise controlled by a PRC enterprise or a
PRC enterprise group is located in China. Although this circular only applies to offshore
enterprises controlled by PRC enterprises or PRC enterprise groups, not those controlled by
PRC individuals or foreigners, the criteria set forth in the circular may reflect the SAT’s
general position on how the “de facto management body” text should be applied in determining
the tax resident status of all offshore enterprises. According to SAT Circular 82, an offshore
incorporated enterprise controlled by a PRC enterprise or a PRC enterprise group will be
regarded as a PRC tax resident by virtue of having its “de facto management body” in China,
and will be subject to PRC enterprise income tax on its global income only if all of the
following conditions are met (i) the primary location of the day-to-day operational
management is in the PRC; (ii) decisions relating to the enterprise’s financial and human
resource matters are made or are subject to approval by organizations or personnel in the PRC;
(ii1) the enterprise’s primary assets, accounting books, and records, company seals, and board
and shareholder resolutions are located or maintained in the PRC; and (iv) at least 50% of
voting board members or senior executives habitually reside in the PRC.

We believe our Company is not a PRC resident enterprise for PRC tax purposes. However,
the tax resident status of an enterprise is subject to determination by the PRC tax authorities
and uncertainties remain with respect to the interpretation of the term “de facto management
body.” If the PRC tax authorities determine that our Company or any of our offshore
subsidiaries is a PRC resident enterprise for enterprise income tax purposes, our Company or
the relevant offshore subsidiaries will be subject to PRC enterprise income on its worldwide
income at the rate of 25%. Furthermore, if we are treated as a PRC tax resident enterprise, we
will be required to withhold a 10% tax from dividends we pay to our Shareholders that are
non-resident enterprises. In addition, non-resident enterprise Shareholders may be subject to
PRC tax at a rate of 10% on gains realized on the sale or other disposition of Shares, if such
gain is treated as derived from a PRC source. Furthermore, if we are deemed to be a PRC
resident enterprise, dividends paid to our non-PRC individual Shareholders and any gain
realized on the transfer of Shares by such Shareholders may be subject to PRC tax at a rate of
20% (which, in the case of dividends, may be withheld at source by us). These rates may be
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reduced by an applicable tax treaty, but it is unclear whether our non-PRC Shareholders would,
in practice, be able to obtain the benefits of any tax treaties between their country of tax
residence and the PRC in the event that we are treated as a PRC resident enterprise. Any such
tax may reduce the returns on your investment in our Shares.

We may be subject to additional regulatory requirements under new laws and regulations
on overseas offerings and listings issued by PRC government authorities.

On July 6, 2021, the relevant PRC government authorities issued the Opinions on Strictly
Cracking Down Illegal Securities Activities in Accordance with the Law ( CBIMK LR BT %
P IEEINE L) ). These opinions emphasized the need to strengthen the administration
over illegal securities activities and the supervision on overseas listings by China-based
companies and proposed to take effective measures, such as promoting the construction of
relevant regulatory systems to deal with the risks and incidents faced by China-based
overseas-listed companies.

On February 24, 2023, the CSRC, the MOF, the National Administration of State Secrets
Protection of China, and the National Archives Administration of China published the
Provisions on Strengthening Confidentiality and Archives Administration of Overseas
Securities Offering and Listing by Domestic Companies ( BTl 50 35 A 40 2555 S M1 776 75 F1
TR B R AR R TAERRE) ) (the “Archives Rules”), which came into effect on
March 31, 2023. The Archives Rules require that, in relation to the overseas securities offering
and listing activities of domestic enterprises, either in direct or indirect form, such domestic
enterprises, as well as securities companies and securities service institutions providing
relevant securities services, are required to strictly comply with relevant requirements on
confidentiality and archives management, establish a sound confidentiality and archives
system, and take necessary measures to implement their confidentiality and archives
management responsibilities.

Given that the Archive Rules were recently promulgated, their interpretation, application
and enforcement are still evolving and subject to change. Failure to comply with them could
have a material and adverse impact on our business, results of operation and financial
condition.

We may be subject to the approval, filing, or other requirements of the CSRC or other
PRC governmental authorities in connection with future capital raising activities or
business expansion.

We cannot assure you that any new rules or regulations promulgated in the future will not
impose additional requirements or restrictions on us or our financing activities. Our business
expansions may be subject to foreign investment restrictions and require regulatory approval
or other procedures. If it is determined in the future that approval from or filing with the CSRC
or other regulatory authorities or other procedures are required, we may fail to obtain such
approval, perform such filing procedures or meet such other requirements in a timely manner
or at all. We may face sanctions by the CSRC or other PRC regulatory authorities for failure
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to seek CSRC approval or other government authorization, or perform filing procedures, for
this [REDACTED], our future financing activities or business expansion, and these regulatory
authorities may impose fines and penalties on us, limit our operating activities in the PRC,
limit our ability to pay dividends outside the PRC, delay or restrict the repatriation of the
[REDACTED] from the [REDACTED] into the PRC or take other actions to restrict our
financing activities or business expansion, which could have a material and adverse impact on
our future prospects, business, results of operations and financial condition.

We are subject to the currency exchange regulatory system.

Substantially all of our revenue is derived from our business in the PRC in Renminbi. The
Renminbi is currently convertible under the “current account,” which includes dividends, trade
and service-related foreign exchange transactions, but requires approval from or registration
with appropriate government authorities or designated banks under the “capital account,”
which includes foreign direct investment and loans. Currently, our PRC subsidiaries, that are
foreign invested enterprises, may purchase foreign currency for settlement of “current account
transactions,” including payment of dividends to us, without the approval of SAFE by
complying with certain procedural requirements. However, the relevant PRC governmental
authorities may limit or eliminate our ability to purchase foreign currencies in the future for
current account transactions.

Any insufficiency of foreign exchange may restrict our ability to pay dividends to our
Shareholders or to satisfy any other foreign exchange requirements, capitalize our capital
expenditure plans, and could ultimately have a material and adverse impact on our future
prospects, business, results of operations and financial condition.

Our operations are subject to PRC tax laws and regulations.

We are subject to periodic examinations on fulfillment of our tax obligation under the
PRC tax laws and regulations by PRC tax authorities. The PRC tax laws and regulations might
be subject to interpretations and adjustments by relevant authorities from time to time.
Although we believe that in the past, we have acted in compliance with the requirements under
the relevant PRC tax laws and regulations in all material aspects and established effective
internal control measures in relation to accounting regularities, we cannot assure you that
future examinations by PRC tax authorities would not result in fines, other penalties or actions
that could have a material and adverse impact on our future prospects, business, results of
operations and financial condition.
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PRC regulations establish related procedures for some acquisitions of Chinese companies
by foreign investors, which could make it complicated for us to pursue growth through
acquisitions in China.

Among other things, the Regulations on Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors ( (BARAAMAIEE R NBERNBIE) ) (the “M&A
Rules”), adopted by six PRC regulatory agencies in 2006 and amended in 2009, established
specific procedures and requirements for merger and acquisition activities by foreign investors.
Such regulation requires, among other things, that MOFCOM be notified in advance of any
change of control transaction in which a foreign investor takes control of a PRC domestic
enterprise, if (i) any important industry is concerned, (ii) such transaction involves factors that
have or may have impact on the national economic security, or (iii) such transaction will lead
to a change in control of a domestic enterprise which holds a famous trademark or PRC
time-honored brand. Moreover, the Anti-Monopoly Law ( 1% A\ RILANE S 82T ) )
promulgated by the Standing Committee of the NPC which became effective in 2008 and
subsequently amended in 2022 requires that transactions which are deemed concentrations and
involve parties with specified turnover thresholds must be cleared by the relevant anti-
monopoly authority before they can be completed. We may pursue potential strategic
acquisitions that are complementary to our business and operations. Complying with the
requirements of these regulations to complete such transactions could be costly, and any
required approval processes, including obtaining approval or clearance from the competent
governmental authority, may delay or inhibit our ability to complete such transactions, which
could affect our ability to expand our business or maintain our market share.

Any failure to comply with relevant regulations regarding the registration requirements
for employee stock incentive plans may subject our plan participants or us to fines and
other legal or administrative sanctions when we adopt equity incentive plans in the future.

In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign
Exchange Administration for Domestic Individuals Participating in Stock Incentive Plan of
Overseas Publicly Listed Company ( €[5 24/ & 34 J5) B iR 5% AR N2 BB 4 _E 772 ) e RE L
JEh w1 E S R4S FE A BH A9 4 H0) ), replacing earlier rules promulgated in 2007. Pursuant to
these rules, PRC citizens and non-PRC citizens who reside in China for a continuous period of
not less than one year who participate in any stock incentive plan of an overseas publicly listed
company, subject to a few exceptions, are required to register with SAFE through a domestic
qualified agent, which could be the PRC subsidiaries of such overseas-listed company, and
complete certain other procedures. In addition, an overseas-entrusted institution must be
retained to handle matters in connection with the exercise or sale of stock options and the
purchase or sale of shares and interests. We and our executive officers and other employees (i)
who are PRC citizens or who reside in the PRC for a continuous period of not less than one
year, and (ii) who have been or will be granted incentive shares or options, are or will be
subject to these regulations. Failure to complete the SAFE registrations may subject us and
them to fines and legal sanctions, and there may be additional restrictions on their ability to
exercise their stock options or remit proceeds gained from the sale of their stock into the PRC.
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We also face regulatory uncertainties that could restrict our ability to adopt additional equity
incentive plans for our Directors, executive officers and employees. See “Regulatory Overview
— Regulations on Foreign Investment — Regulations on Foreign Exchange.”

The indirect transfers of equity interests in PRC resident enterprises through transfers
made by our Shareholders or our non-PRC holding companies are subject to
uncertainties.

On February 3, 2015, the SAT issued the Public Notice Regarding Certain Corporate
Income Tax Matters on Indirect Transfer of Properties by Non-Tax Resident Enterprises ( P
T I T R A S ] H g B 7 A SE TS B T Y A5 ) ) (“SAT Circular 7”), which came
into effect on February 3, 2015. SAT Circular 7 provides comprehensive guidelines relating to,
and heightens the Chinese tax authorities’ scrutiny on, indirect transfers by a non-resident
enterprise of assets (including equity interests) of a PRC resident enterprise (the “PRC Taxable
Assets”). For example, when a non-resident enterprise transfers equity interests in an overseas
holding company that directly or indirectly holds certain PRC Taxable Assets and if the transfer
is deemed by the Chinese tax authorities to have no reasonable commercial purpose other than
to evade enterprise income tax, SAT Circular 7 allows the Chinese tax authorities to reclassify
this indirect transfer of PRC Taxable Assets into a direct transfer and impose on the
non-resident enterprise a 10% rate of PRC enterprise income tax. SAT Circular 7 exempts this
tax, for a number of grounds, including: (i) where a non-resident enterprise derives income
from an indirect transfer of PRC Taxable Assets by acquiring and selling shares of a listed
overseas holding company in the public market, and (ii) where a non-resident enterprise
transfers PRC Taxable Assets that it directly holds and an applicable tax treaty or arrangement
exempts this transfer from PRC enterprise income tax. It remains unclear whether any
exemptions under SAT Circular 7 will be applicable to transfers of our Shares by our
Shareholders. If the Chinese tax authorities impose PRC enterprise income taxes on these
activities, the value of your investment in our Shares may be adversely affected.

On October 17, 2017, the SAT issued the Announcement of the State Administration of
Taxation on Issues Concerning the Withholding of Non-resident Enterprise Income Tax at
Source ( (BRI fE RASSEFTGBLIRINACA B 22 45) ) (“SAT Circular 377), which
came into effect on December 1, 2017. SAT Circular 37 further clarifies the practice and
procedure of the withholding of non-resident enterprise income tax.

We face uncertainties as to the reporting and other implications of future transactions
where PRC Taxable Assets are involved, such as offshore restructuring, sale of the shares in
our offshore subsidiaries and investments. As a result, we may be required to expend valuable
resources to comply with SAT Circular 7 and/or SAT Circular 37 or to request the relevant
transferors from whom we purchase taxable assets to comply with these circulars, or to
establish that we should not be taxed under these circulars, which could have a material and

adverse impact on our business, results of operations and financial condition.
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We are subject to PRC regulation of loans to and direct investment in PRC entities by
offshore holding companies and governmental regulations of currency conversion when
we use the [REDACTED] of this [REDACTED] to make loans or additional capital
contributions to our PRC subsidiaries.

We are an offshore holding company conducting our operations in China through our PRC
subsidiaries. If we are to make available any of our offshore funds to our PRC subsidiaries, we
may (i) make loans to our PRC subsidiaries, subject to the approval from governmental
authorities and limitation of amount, or (ii) make additional capital contributions to our PRC
subsidiaries in China. Any loans to our PRC subsidiaries, which are treated as foreign-invested
enterprises under PRC law, are subject to PRC regulations and foreign exchange loan
registrations. For example, loans by us to our PRC subsidiaries to finance their activities
cannot exceed statutory limits and must be registered with the local counterpart of SAFE. In
addition, a foreign invested enterprise shall use its capital pursuant to the principle of
authenticity and self-use within its business scope. The capital of a foreign invested enterprise
shall not be used for the following purposes (i) directly or indirectly used for payment beyond
the business scope of the enterprises or the payment prohibited by relevant laws and
regulations; (ii) directly or indirectly used for investment in securities investments other than
banks’ principal-protected products unless otherwise permitted by relevant laws and
regulations; (iii) the granting of loans to non-affiliated enterprises, except where it is expressly
permitted in the business license; and (iv) paying the expenses related to the purchase of real
estate that is not for self-use (except for the foreign-invested real estate enterprises).

In light of the various requirements imposed by PRC regulations on loans to and direct
investment in PRC entities by offshore holding companies, we cannot assure you that we will
be able to complete the necessary government registrations or obtain the necessary government
approvals on a timely basis, if at all, with respect to future loans to our PRC subsidiaries or
future capital contributions by us to our wholly foreign-owned subsidiaries in China. As a
result, uncertainties exist as to our ability to provide prompt financial support to our PRC
subsidiaries when needed, including making the [REDACTED] available to our PRC
subsidiaries in accordance with our intended usage disclosed in “[REDACTED].” If we fail to
complete such registrations or obtain such approvals, our ability to use the [REDACTED] we
expect to receive from this [REDACTED] and to capitalize or otherwise fund our PRC
operations may be negatively affected, which could materially and adversely affect our

liquidity and our ability to fund and expand our business.

We principally rely on dividends and other distributions on equity paid by our PRC
subsidiaries to fund any cash and financing requirements we may have.

We are a Cayman Islands holding company and we rely principally on dividends and other

distributions on equity from our PRC subsidiaries for our cash requirements, including for

services of any debt we may incur.
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Our PRC subsidiaries’ ability to distribute dividends is based upon their distributable
earnings. Current PRC regulations permit our PRC subsidiaries to pay dividends to their
respective shareholders only out of their accumulated profits, if any, determined in accordance
with PRC accounting standards and regulations. In addition, each of our PRC subsidiaries is
required to set aside at least 10% of its after-tax profits each year, if any, to fund a statutory
reserve until such reserve reaches 50% of each of their registered capitals. These reserves are
not distributable as cash dividends. If our PRC subsidiaries incur debt on their own behalf in
the future, the instruments governing the debt may restrict their ability to pay dividends or
make other payments to us. Separately, in recent years, the PBOC and SAFE have implemented
a series of capital control measures, including stricter vetting procedures for PRC-based

13

companies to remit foreign currency for dividend payments. See “— We are subject to the
currency exchange regulatory system.” Any limitation on the ability of our PRC subsidiaries
to distribute dividends or other payments to their respective shareholders could materially and
adversely limit our ability to grow, make investments or acquisitions that could be beneficial

to our businesses, pay dividends or otherwise fund and conduct our business.

In addition, the Enterprise Income Tax Law and its implementation rules provide that a
withholding tax at a rate of 10% will be applicable to dividends payable by Chinese companies
to non-PRC-resident enterprises unless reduced under treaties or arrangements between the
PRC central government and governments of other countries or regions where the non-PRC
resident enterprises are tax resident. Pursuant to the tax agreement between mainland China
and the Hong Kong Special Administrative Region of the PRC, the withholding tax rate with
respect to the payment of dividends by a PRC enterprise to a Hong Kong enterprise may be
reduced to 5% from a standard rate of 10% if the Hong Kong enterprise (i) directly holds at
least 25% of the PRC enterprise, (ii) is a tax resident in Hong Kong and (iii) could be
recognized as a beneficial owner of the dividend from PRC tax perspective. Under the Notice
of the State Administration of Taxation on Certain Issues with Respect to the Enforcement of
Dividend Provisions in Tax Treaties ( B ZBiH5 4 5 B A 301786 W0 2 I VG 3 A B 141 L
#H) ) (“SAT Circular 81”), promulgated and took effect on February 20, 2009 by the SAT,
a Hong Kong resident enterprise must meet the following conditions, among others, in order
to apply the reduced withholding tax rate: (i) it must be a company; (ii) it must directly own
the required percentage of equity interests and voting rights in the PRC resident enterprise; and
(iii) it must have directly owned such required percentage in the PRC resident enterprise
throughout the 12 months prior to receiving the dividends. Pursuant to the Announcement of
the SAT on Issuing the Measures for the Administration of Treaty Benefits for Nonresident
Taxpayers ( KB BUBS SR BRI S A < T S BAN BN 252 1o 7 1 8 A BRES RO 2 ) ),
published in October 2019 and effective in January 2020, nonresident enterprises are not
required to obtain pre-approval from the relevant tax authority in order to enjoy the reduced
withholding tax. Instead, nonresident enterprises and their withholding agents may, by
self-assessment and on confirmation that the prescribed criteria to enjoy the tax treaty benefits
are met, directly apply the reduced withholding tax rate, and file necessary forms and
supporting documents when performing tax filings, which will be subject to post-tax filing
examinations by the relevant tax authorities. Accordingly, our Hong Kong subsidiary may be
able to benefit from the 5% withholding tax rate for the dividends it receives from our PRC
subsidiaries, if it satisfies the conditions prescribed under SAT Circular 81 and other relevant
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tax rules and regulations. However, if the relevant tax authorities consider the transactions or
arrangements we have are for the primary purpose of enjoying a favorable tax treatment, the
relevant tax authorities may adjust the favorable withholding tax in the future. Accordingly,
there is no assurance that the reduced 5% will apply to dividends received by our Hong Kong
subsidiary from our PRC subsidiaries. This withholding tax will reduce the amount of

dividends we may receive from our PRC subsidiaries.

If the preferential tax treatments granted by the PRC government become unavailable,
our results of operations and financial condition may be adversely affected.

Our PRC subsidiaries are subject to the PRC corporate income tax at a standard rate of
25% on their taxable income, but one of our PRC subsidiaries was accredited as “High and
and is entitled to a preferential income tax rate of 15%. We

i}

New Technology Enterprises,’
cannot assure you that the PRC policies on preferential tax treatments will not change or that
the current preferential tax treatments we enjoy or will be entitled to enjoy will not be
canceled. Moreover, we cannot assure you that our PRC subsidiaries will be able to renew the
same preferential tax treatments upon expiration. If any such change, cancelation or
discontinuation of preferential tax treatment occurs, the relevant PRC subsidiary will be
subject to the PRC enterprise income tax, at a rate of 25% on taxable income. As a result, the
increase in our tax charge could lead to a material and adverse impact on our results of
operations and financial condition.

RISKS RELATING TO THE [REDACTED] AND OUR SHARES

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

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

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

The [REDACTED] price of our Shares may be volatile and could fluctuate widely in
response to factors beyond our control. In particular, the performance and fluctuation of the
market prices of other companies with business operations located mainly in mainland China
that have listed their securities in Hong Kong may affect the volatility in the price of and
trading volumes for our Shares. A number of mainland China-based companies have listed their
securities, and some are in the process of preparing for listing their securities, in Hong Kong.
The share price of some of these companies have experienced significant volatility, including
significant price declines after their initial public offerings. The trading performances of the
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securities of these companies at the time of or after their offerings may affect the overall
investor sentiment toward mainland China-based companies listed in Hong Kong and
consequently may impact the [REDACTED] performance of our Shares. These factors may
significantly affect the market price and volatility of our Shares, regardless of our actual
operating performance.

Future sales or perceived sales of substantial amounts of our Shares in the public market
could negatively affect the price of our Shares and our ability to raise additional capital
in the future.

The market price of our Shares could decline as a result of future sales of a substantial
number of our Shares or other securities relating to our Shares in the public market, the
issuance of new shares or other securities, or the perception that such sales or issuances may
occur. Future sales, or perceived sales, of substantial amounts of our securities, including any
future offerings, could also materially and adversely affect our ability to raise capital at a
specific time and on terms favorable to us. Equity-linked securities issued by us may also

confer rights and privileges that take priority over those conferred by the Shares.

You will incur immediate and substantial dilution and may experience further dilution if
we [REDACTED] additional Shares in the future.

The [REDACTED] of the [REDACTED)] is higher than the net tangible asset value per
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. To expand our business, we may consider [REDACTED] additional
Shares in the future. Purchasers of the [REDACTED] may experience dilution in the net
tangible asset value per Share of their Shares if we [REDACTED] additional Shares in the

future at a price that is lower than the net tangible asset value per Share at that time.

Mr. Zhu has significant influence over us and his interests may not always be aligned with
the interest of our other Shareholders.

Upon the completion of the [REDACTED] (assuming that the [REDACTED] is not
exercised), Mr. Zhu, our chairman and executive Director, will be interested in and control an
aggregate of approximately [REDACTED] of our enlarged issued share capital. Mr. Zhu will,
through his voting power at the Shareholders’ meetings and his delegates or positions on the
Board, have significant influence over our business and affairs, including decisions in respect
of mergers or other business combinations, acquisition or disposition of assets, issuance of
additional Shares or other equity securities, timing and amount of dividend payments, and our
management. Mr. Zhu may not act in the best interests of our minority Shareholders. In
addition, without the approval of Mr. Zhu, we could be prevented from entering into
transactions that could be beneficial to us. This concentration of ownership may also
discourage, delay or prevent a change in control of our Company, which could deprive our
Shareholders of an opportunity to receive a premium for the Shares as a part of a sale of our
Company and may significantly reduce the price of our Shares.
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There can be no assurance that we will declare and distribute any amount of dividends in
the future.

No dividends have been paid or declared by our Company during the Track Record
Period, and there can be no assurance that we will declare and distribute any amount of
dividends in the future. The declaration, payment, and amount of any future dividends are
subject to the discretion of our Directors, after taking into account our results of operations,
financial condition, cash requirements and availability, and other factors as they may deem
relevant, and subject to the approval at a Shareholders’ meeting. We may not have sufficient
or any profits to enable us to distribute dividends to our Shareholders in the future, even if our
financial statements indicate that our operations have been profitable.

Investors may experience difficulties in enforcing Shareholder rights.

We are an exempted company incorporated in the Cayman Islands with limited liability,
and the laws of the Cayman Islands differ in some respects from those of Hong Kong or other
jurisdictions where investors may be located. The rights of our Shareholders to take legal
actions against us and/or our Directors, actions by minority Shareholders and the fiduciary
duties of our Directors to us under Cayman Islands law are to a large extent governed by the
common law of the Cayman Islands. The common law of the Cayman Islands is derived in part
from comparatively limited judicial precedents in the Cayman Islands, and from English
common law, which has persuasive but not binding authority on a court in the Cayman Islands.
The rights of our Shareholders and the fiduciary responsibilities of our Directors under the
Cayman Islands law may not be as clearly established as they would be under statutes or
judicial precedents in Hong Kong, the United States or other jurisdictions where investors may
reside. In particular, the Cayman Islands has a less developed body of securities law. As a result
of all the above, our Shareholders may have more difficulty in exercising their rights in the face
of actions taken by our executive officers, Directors or Controlling Shareholders than they
would as shareholders of a Hong Kong company, a United States company or companies
incorporated in other jurisdictions.

Certain statistics contained in this document are derived from publicly available official
sources.

This document, particularly the section headed “Industry Overview,” contains
information and statistics relating to the toy industry in China and internationally. Such
information and statistics have been derived from various official governments and other
publications. We believe that the sources of such information are appropriate, and we have
taken reasonable care in extracting and reproducing such information. We have no reason to
believe that such information is false or misleading in any material respect or that any fact has
been omitted that would render such information false or misleading in any material respect.
The information and statistics from official government sources have not been independently
verified by the Company, the Joint Sponsors, [REDACTED], any of our or their respective
Directors, executive officers or representatives or any other person involved in the
[REDACTED] and no representation is given as to their accuracy. You should therefore not
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place undue reliance on such information. In addition, we cannot assure you that such
information is stated or compiled on the same basis or with the same degree of accuracy as or
consistent with similar statistics presented elsewhere, and such information may not be
complete or up-to-date. In any event, you should consider carefully the importance placed on
such information or statistics.

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

There may have been, prior to the publication of this document, and there may be,
subsequent to the date of this document but prior to the completion of the [REDACTED], press
and media coverage regarding us, our business, our industry and the [REDACTED]. Such
press and media coverage may include references to certain information that does not appear
in this document, including certain operating and financial information and projections,
valuations and other information. None of us, the Joint Sponsors, [REDACTED] or any other
person involved in the [REDACTED] has authorized the disclosure of any such information
in the press or media coverage, or accepts any responsibility for any such press or media
coverage or the accuracy or completeness of any such information or publication.

Accordingly, prospective investors should not rely on any such information or publication
in making their decision whether to invest in our Shares. Prospective investors are reminded
that, in making their investment decisions as to whether to purchase our Shares, they should
rely only on the financial, operational, and other information included in this document. By
[REDACTED] to purchase our 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.
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In preparation of the [REDACTED], the Company has sought the following waivers from

strict compliance with the relevant provisions of the Listing Rules:

MANAGEMENT PRESENCE IN HONG KONG

Rule 8.12 of the Listing Rules provides that a new applicant for listing on the Stock
Exchange must have a sufficient management presence in Hong Kong and, under normal
circumstances, at least two of the new applicant’s executive directors must be ordinarily
resident in Hong Kong.

The Company’s business operations are primarily located outside Hong Kong and most
of the Company’s assets are located outside Hong Kong. All of the executive Directors and all
members of the senior management of the Company currently reside outside Hong Kong as the
Board believes it would be more effective and efficient for its executive Directors to be based
in a location where the Company’s operations are located. As such, the Company does not and,
in the foreseeable future, will not be able to comply with the requirements of Rule 8.12 of the
Listing Rules for sufficient management presence in Hong Kong.

Accordingly, the Company has applied to the Stock Exchange for, and the Stock
Exchange [has granted], a waiver from strict compliance with the requirements under Rule §.12

of the Listing Rules, provided that the Company implements the following arrangements:

(1) the Company has appointed Mr. Sheng Xiaofeng and Mr. Zhu Yuancheng as the
authorized representatives of the Company (the “Authorized Representatives”) for
the purpose of Rule 3.05 of the Listing Rules. The Authorized Representatives will
serve as the Company’s principal channel of communication with the Stock
Exchange. They can be readily contactable by phone, facsimile and email to deal
promptly with enquiries from the Stock Exchange and will also be available to meet
with the Stock Exchange to discuss any matters on short notice. The contact details
of the Authorized Representatives have been provided to the Stock Exchange.

(ii) all the Directors who are not ordinarily resident in Hong Kong possess or can apply
for valid travel documents to visit Hong Kong and can meet with the Stock
Exchange within a reasonable period. In addition, each Director has provided his/her
contact details, including office phone numbers (if any), mobile phone numbers,
email addresses and fax numbers (if any), to the Authorized Representatives and to
the Stock Exchange, so that each of the Authorized Representatives and the Stock
Exchange would be able contact all the Directors (including the independent
non-executive Directors) promptly at all times if and when the Stock Exchange
wishes to contact the Directors.

(iii) the Company has appointed Gram Capital Limited as its compliance adviser for the
period commencing on the [REDACTED] and ending on the date on which the
Company complies with Rule 13.46 of the Listing Rules in respect of the Company’s
financial results for the first full financial year commencing after the
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(iv)

[REDACTED]. The Company’s compliance adviser will act as the Company’s
additional and alternative channel of communication with the Stock Exchange, and
its representatives will be readily available to answer enquiries from the Stock
Exchange.

the Company has appointed designated staff members as the responsible
communication officers at our headquarters to oversee regular communication with
the Authorized Representatives and the Company’s professional advisors in Hong
Kong, including our legal advisors and the compliance adviser, keep abreast of any
correspondence and/or inquiries from the Stock Exchange and report to the
executive Directors, streamlining communication between the Exchange and the
Company following the [REDACTED].

WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an

individual who, by virtue of his or her academic or professional qualifications or relevant

experiences, is, in the opinion of the Stock Exchange, capable of discharging the functions of

the company secretary. Pursuant to Note 1 to Rule 3.28 of the Listing Rules, the Stock

Exchange considers the following academic or professional qualifications to be acceptable:

()

(ii)

a member of The Hong Kong Chartered Governance Institute;

a solicitor or barrister (as defined in the Legal Practitioners Ordinance); and

(iii) a certified public accountant (as defined in the Professional Accountants

Ordinance).

Pursuant to Note 2 to Rule 3.28 of the Listing Rules, in assessing “relevant experience,”

the Stock Exchange will consider the individual’s:

(1)

(ii)

length of employment with the issuer and other issuers and the roles he played;

familiarity with the Listing Rules and other relevant law and regulations including
the Securities and Futures Ordinance, Companies Ordinance, Companies (Winding
Up and Miscellaneous Provisions) Ordinance, and the Takeovers Code;

(iii) relevant training taken and/or to be taken in addition to the minimum requirement

under Rule 3.29 of the Listing Rules; and

(iv) professional qualifications in other jurisdictions.
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The Company has appointed Mr. Zhu Yuancheng (’KJCZ) as one of the joint company
secretaries of the Company. Mr. Zhu Yuancheng joined the Group in December 2020. He
currently also holds the position of the Board secretary of the Company. See “Directors and
Senior Management” for further biographical details of Mr. Zhu Yuancheng. Although Mr. Zhu
Yuancheng does not possess the qualifications set out in Rule 3.28 of the Listing Rules, the
Company believes that it would be in the best interests of the Company and the corporate
governance of the Group to have Mr. Zhu Yuancheng as its joint company secretary who is
familiar with the Group’s internal operation and management and possesses professional
knowledge and experience in handling corporate governance and compliance, legal affairs and
public relationship related matters. The Company has also appointed Ms. Yu Wing Sze (4Xik
#F) to act as the other joint company secretary to assist Mr. Zhu Yuancheng in discharging the
duties of a company secretary of the Company. Ms. Yu Wing Sze is an associate member of
both The Hong Kong Chartered Governance Institute and The Chartered Governance Institute
in the United Kingdom and is therefore qualified under Rule 3.28 of the Listing Rules to act
as a joint company secretary of the Company. See “Directors and Senior Management” for
further biographical details of Ms. Yu Wing Sze.

Since Mr. Zhu Yuancheng does not possess the formal qualifications required of a
company secretary under Rule 3.28 of the Listing Rules, the Company has applied to the Stock
Exchange for, and the Stock Exchange [has] granted, a waiver from strict compliance with the
requirements under Rules 3.28 and 8.17 of the Listing Rules for a period of three years since
the [REDACTED] on the following conditions: (i) Mr. Zhu Yuancheng must be assisted by Ms.
Yu Wing Sze who possesses the qualifications or experience as required under Rule 3.28 of the
Listing Rules and is appointed as joint company secretary throughout the waiver period; and
(ii) the waiver can be revoked in the event of a material breach of the Listing Rules by the
Company.

In support of the waiver application, the Company has adopted, or will adopt the
following arrangements:

(i) In preparation of the application of the [REDACTED], Mr. Zhu Yuancheng has
attended training on the respective obligations of the Directors, senior managements
and the Company under the relevant Hong Kong laws and the Listing Rules
organised by the Hong Kong legal advisors to the Company.

(i) Ms. Yu Wing Sze will work closely with Mr. Zhu Yuancheng to jointly discharge the
duties and responsibilities as the joint company secretaries of the Company and to
assist Mr. Zhu Yuancheng to acquire the relevant experience as required under the
Listing Rules for an initial period of three years from the [REDACTED], a period
which should be sufficient for Mr. Zhu Yuancheng to acquire the relevant experience
as required under the Listing Rules.
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(ii1)) The Company will ensure that Mr. Zhu Yuancheng continues to have access to the

(iv)

relevant training and support in relation to the Listing Rules and the duties required
for a company secretary of an [REDACTED] on the Stock Exchange. Furthermore,
both Mr. Zhu Yuancheng and Ms. Yu Wing Sze will seek advice from the Company’s
Hong Kong legal and other professional advisers as and when required. Mr. Zhu
Yuancheng also undertakes to take no less than 15 hours of relevant professional
training in each financial year of the Company.

At the end of the three-year period, the qualifications and experience of Mr. Zhu
Yuancheng and the need for on-going assistance of Ms. Yu Wing Sze will be further
evaluated by the Company. The Company will then endeavour to demonstrate to the
Stock Exchange’s satisfaction that Mr. Zhu Yuancheng, having had the benefit of the
assistance of Ms. Yu Wing Sze for the immediately preceding three years, has
acquired the relevant experience (within the meaning of Note 2 to Rule 3.28 of the
Listing Rules) such that a further waiver from Rules 3.28 and 8.17 of the Listing
Rules will not be necessary. The Company understands that the Stock Exchange may
revoke the waiver if Ms. Yu Wing Sze ceases to provide assistance to Mr. Zhu
Yuancheng during the three-year period.

Prior to the expiry of the three-year period, the Company will liaise with the Stock

Exchange to enable it to assess whether Mr. Zhu Yuancheng has acquired the relevant

experience within the meaning of Note 2 to Rule 3.28 of the Listing Rules.
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

DIRECTORS
Name
Executive Directors

Mr. Zhu Weisong (AAEM)

Mr. Sheng Xiaofeng (BEMBEIE)

Non-executive Directors

Mr. Chang Kaisi (% &LHT)

Mr. Chen Rui (P %)

Address

Room 1102, No.6, Lane 908, Ruining
Road, Xuhui District, Shanghai, PRC

10D, No. 7, Lane 37,
Panyu Road, Changning District
Shanghai, PRC

706, 7th Floor, Building 2, No. 12
Xinwenhua Street, Xicheng District,
Beijing, PRC

18F, Building 6, Donghai Garden,
Futian District, Shenzhen,
Guangdong Province, PRC

Independent Non-executive Directors

Mr. Gao Pingyang (&1°F-F7)

Ms. Huang Rong (B%¥)

Mr. Shang Jian (i fa)

Flat 13A, Block 1, Tam Towers, 25
Sha Wan Drive, Hong Kong Island,
Hong Kong

No. 65, Lane 377, Zhuxin Road,
Minhang District, Shanghai, PRC

7-3001, Lane 1299, Dingxiang Road,
Pudong New District, Shanghai, PRC

For further details, see “Directors and Senior Management”.
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

PARTIES INVOLVED

Joint Sponsors, [REDACTED] Goldman Sachs (Asia) L.L.C.
and [REDACTED] 68/F, Cheung Kong Center
2 Queen’s Road Central
Hong Kong

Huatai Financial Holdings (Hong Kong)
Limited

62/F, The Center

99 Queen’s Road Central

Hong Kong

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

Legal Advisors to the Company As to Hong Kong and U.S. law:
Freshfields
55th Floor, One Island East
Taikoo Place
Quarry Bay
Hong Kong

As to PRC law:
Jingtian & Gongcheng
34/F, Tower 3

China Central Place

77 Jianguo Road
Chaoyang District
Beijing, PRC

As to Cayman Islands law:
Campbells

3002-04

30/F Gloucester Tower The Landmark
15 Queen’s Road Central

Hong Kong
Legal Advisors to the Joint Sponsors As to Hong Kong and U.S. law:
and the [REDACTED] Clifford Chance

27/F, Jardine House
One Connaught Place
Central

Hong Kong

As to PRC law:

King & Wood Mallesons
18th Floor, East Tower
World Financial Center
No.1 Dongsanhuan Zhonglu
Chaoyang District

Beijing, PRC
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

Auditor and Reporting Accountants Ernst & Young
Certified Public Accountants
Registered Public Interest Entity Auditor
27/F, One Taikoo Place
979 King’s Road
Quarry Bay
Hong Kong

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

[REDACTED]
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The information and statistics presented in this section and other sections of this
document, unless otherwise indicated, were extracted from different official government
publications and other publications, and from the independent industry report prepared
by Frost and Sullivan, an independent market research and consulting company that was
commissioned by us, in connection with this [REDACTED]. The information from
official government sources has not been independently verified by us, Joint Sponsors,
[REDACTED], any of the [ REDACTED], any of their respective directors and advisers,
or any other persons or parties involved in the [REDACTED], and no representation is
given as to its accuracy. Accordingly, the information from official government sources
contained herein may not be accurate and should not be unduly relied upon.

GLOBAL AND CHINA’S TOY MARKET

The global toy market is massive and is expected to experience steady growth in the
future. In terms of GMYV, the global toy market grew at a CAGR of 5.2% from RMB631.2
billion in 2019 to RMB773.1 billion in 2023, and is expected to further grow at a CAGR of
5.1% to reach RMB993.7 billion in 2028.

Geographically, North America, Europe and Asia are the top three toy markets, with a
market size of RMB243.3 billion, RMB214.0 billion and RMB213.6 billion in 2023,
respectively. China is the largest producer and one of the largest markets by consumption scale
globally, producing the majority of the toy products in the world by volume. In recent years,
while China’s per capita toy consumption experienced strong growth, China’s toy market size
remains smaller than that of major toy markets such as the United States and Europe. As such,
China’s toy market has large growth potential in the future. More specifically, the growth of
China’s toy market is expected to accelerate, driven by an expanding consumer base and
consumers’ increasing preference for IP toys, coupled with industry players’ continued
improvement in their research and development capabilities, product quality and IP
commercialization capabilities and emergence of new toy categories in recent years on the
supply side. In particular, China’s toy market is expected to grow at a CAGR of 9.5% from
RMB104.9 billion in 2023 to RMBI165.5 billion in 2028, accounting for approximately
one-sixth of the global toy market.
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Toy Market Size in terms of GMV by Geography, Global, 2019-2028E
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Source: Frost & Sullivan, International Monetary Fund (IMF), National Bureau of Statistics of China (NBS)

IP toy segment is a major component of the global toy market with a market size of
RMB521.3 billion in 2023, accounting for 67.4% of the global toy market. In the same year,
the IP toy market in China was RMB67.6 billion, accounting for 64.4% of the China’s toy
market. IP toys are toy products designed and produced based on intellectual property rights
associated with storyline characters, brands, art and culture, etc. The popularity of IP toys is
driven by renowned IPs’ high recognition as well as their narrative nature combined with rich
contents, leading to easy consumption decisions by consumers. In addition, the broad fan base
of IPs and the long-term emotional connection between fans and IPs further expand the
consumer base. With the popularity of various types of IPs such as characters in films,
television shows and animes around the world, and the growing IP commercialization
capabilities in the toy industry, the global and China’s IP toy market as a percentage of the toy
market is expected to grow further and reach 73.8% and 74.5%, respectively, in 2028.

The global and China’s toy market can be categorized by form into character and
non-character toys. Character toys refer to toys with human-like or animal-like appearances,
such as dolls, plush toys and toys based on human or non-human characters in movies and
television shows. Many character toys are directly associated with specific IPs and have easily
recognizable appearances, features and distinctive cultural elements. In addition to character
toys, other forms of toys include vehicle toys and scenery toys, which usually do not resemble
human or animal.

- 903 —



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

INDUSTRY OVERVIEW

GLOBAL AND CHINA’S CHARACTER TOY MARKET

Character toy market is the largest segment of the global toy market by form, and has a
market size of RMB345.8 billion in 2023 that accounted for 44.7% of the global toy market.
The popularity of character toys is firstly attributable to the fact that character toys feature both
fun and individuality given they are often based on images resonating with the public. In
addition, character toys provide emotional engagement and vibrant experience that non-
character toys cannot deliver. Furthermore, character toys are increasingly combined with
renowned IPs to gain high recognition. Enabled by the rich IP contents, character toys cover
a diverse range of toy categories, reach a wide consumer demographics, and possess
collectability. As a result, the market size of character toys is expected to grow at a CAGR of
9.3% from 2023 to 2028, much higher than the 1.2% CAGR of non-character toys segment
during the same period. The market size of the global character toys is expected to reach
RMB540.7 billion in 2028, accounting for 54.4% of the global toy market. China’s character
toy market is expected to grow at a CAGR of 17.7% from RMB40.3 billion in 2023 to
RMBI1.1 billion in 2028. Compared to the global market, the fast growth rate of China’s
character toy segment is primarily due to factors such as a vast and expanding consumer base,
the increasing presence of IP toys and more quality toy supply.

GLOBAL AND CHINA’S NON-CHARACTER TOY MARKET

The global non-character toy market consists of several segments, among which vehicle
and architectural toys are the second and third largest segments by form in the global toy
market, with a market size of RMB96.7 billion and RMB90.3 billion in 2023, respectively,
accounting for 12.5% and 11.7% of the global toy market. Vehicle toys are toys that take the
form of passenger- or cargo-carrying vehicles, such as cars, trains, ships, airplanes, spacecrafts
and rockets. Architectural toys are toys that take the form of buildings or scenic landscapes,
such as houses, skyscrapers, castles, bridges, harbors and streets. The design of vehicle and
architectural toys poses high requirements for physical structure, spatial perception and
balanced proportions. The toys can be either finished products or assembly kits. As a result,
vehicle and architectural toys provide consumers the flexibility to unleash their imagination
and creativity in addition to recreating the form of a subject. Vehicle and architectural toys can
be played with independently or together with other toy categories to expand thematic scenes
and enhance play experience. From 2023 to 2028, markets for vehicle and architectural toys are
expected to grow at a CAGR of 2.9% and 2.0%, respectively, to reach RMB111.6 billion and
RMB99.5 billion. In addition, from 2023 to 2028, markets for vehicle and architectural toys in
China are expected to grow at a CAGR of 6.3% and 5.3% to reach RMB20.5 billion and
RMBI18.2 billion, respectively.
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Toy Market Size in terms of GMV by Form, Global, 2019-2028E
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Source: Frost & Sullivan, International Monetary Fund (IMF)

Toy Market Size in terms of GMV by Form, China, 2019-2028E
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GLOBAL AND CHINA’S ASSEMBLY TOY MARKET

Assembly toys represent a fast-growing segment within the global toy market. Assembly
toys generally require consumers to invest time in assembling various components of different
shapes, sizes and functions into finished toys resembling different subjects such as characters,
vehicles and buildings.

Assembly toys can be assembled into a predetermined structure following the product
design or can be assembled based on individual consumer’s creativity and preferences. This
makes assembly toys more fun to play with and intellectually stimulating. In addition, the
components used in assembly toys generally contain certain proportion of standard
components, which can be compatible among different products. This brings about stronger
consumer engagement and brand loyalty and enables better control over quality and cost by the
producers. The global market size of assembly toys was RMB176.5 billion in 2023. Although
this segment only accounted for 22.8% of the global toy market in 2023, it grew at a CAGR
of 11.1% from 2019 to 2023, and is expected to grow at a CAGR of 15.0% from 2023 to 2028,
far outpacing the growth rate of non-assembly toys.

Driven by similar factors that drive the growth of China’s toy market and character toy
market, China’s assembly toy market is expected to grow at a CAGR of 22.1% from RMB23.7
billion in 2023 to RMB64.0 billion in 2028. Within China’s assembly toy market, the assembly
character toy segment is expected to lead this growth. The market size is projected to grow at
a CAGR of 41.3%, from RMBS5.8 billion in 2023 to RMB32.5 billion in 2028. The assembly
vehicle toy market is expected to be the second fastest-growing segment, with its market size
increasing from RMB3.3 billion in 2023 to RMB7.3 billion in 2028, representing a CAGR of
17.2%. Additionally, the assembly architectural toy market is anticipated to grow at a CAGR
of 8.5%, expanding from RMB13.0 billion in 2023 to RMB19.5 billion in 2028.

Toy Market Size in terms of GMV:
Assembly Toys and Non-assembly Toys, Global, 2019 — 2028E
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Source: Frost & Sullivan, International Monetary Fund (IMF)
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Toy Market Size in terms of GMV:
Assembly Toys, Global, 2019-2028E
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Source: Frost & Sullivan, International Monetary Fund(IMF), National Bureau of Statistics of China (NBS)

Toy Market Size in terms of GMV: Assembly Toys and
Non-assembly Toys, China, 2019-2028E
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Toy Market Size in terms of GMV:
Assembly Toys, China, 2019-2028E
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Source: Frost & Sullivan, International Monetary Fund(IMF), National Bureau of Statistics of China (NBS)

CHALLENGES IN THE GLOBAL AND CHINA’S CHARACTER TOY MARKET
There are three major challenges for the global and China’s character toy market:

Consumer end. There is significant room for improvement in efficiently meeting consumer
demand for products that combine assembling experience, consistent quality and great value-for-
money. Character toys, such as dolls and plush toys, are mostly sold as finished products which are
ready to play straight out of box, making the ways for consumers can play with them simple and
limited. Meanwhile, many character toys are offered as individual products rather than in series,
which lack collectability. In terms of quality, the diverse range of character toys and varying
operational scales and production techniques of industry players result in inconsistent product
quality, such as finishing, texture and appearance. In terms of pricing, a large amount of labor input
in the production of many traditional character toys results in relatively high prices that do not meet
the widespread consumer demand for value-for-money products.

Supply end. Product design, research and development and production for many traditional
character toys are not highly standardized, which leads to room for improvement in efficiently
meeting consumer demand for quality-for-money products. Since establishing a standardized system
requires heavy investment including time, labor and production resources (such as production lines
and molds), continuous and large-scale toy orders are a prerequisite for systemic standardization.
Currently, many industry players primarily operate on the basis of scattered orders for non-
standardized products, make limited investment in standardization, and employ a substantial
proportion of labor in their supply chain, resulting in a low degree of standardization. Some
large-scale industry players focus more on the scale of SKU number rather than systemized and
compatible product offering, and therefore have lower need on a highly standardized system of
product design, research and development and production. The overall low degree of standardization
in the character toy market leads to varying quality at the same price level, and many companies have
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difficulties in quickly launching new products in response to the evolving consumer preferences. For
example, even products licensed by the same IP proprietor may vary significantly in quality due to
differences in production resources, techniques and geographical location among different toy
companies, which in turn leads to inconsistent consumer experience.

Industrial ecosystem end. 1P proprietors wish to quickly commercialize their IPs through
toy categories that effectively represent their IPs and cover wide demographics, price segments
and global markets. Although many character toy categories can recreate the IP character
relatively well, it remains difficult for these categories to achieve full coverage across different
demographics, price segments and geographical markets. Specifically, many character toys
have limited target audience due to constraints in their categories (such as dolls and plush toys)
and mechanism, making it challenging to achieve penetration into a larger population. In
addition, since many industry players offer products within a narrow price range, they are
unable to fully reach consumers across different price segments, including value (unit retail
price below RMB20), mass-market (unit retail price RMB20 to below RMBS50), mid-end (unit
retail price RMB50 to below RMB100) and high-end (unit retail price RMB100 and above).
Finally, the potential for global expansion of many character toys is relatively limited due to
the fact that their mechanism cannot meet the universal demand of global consumers for toys
that are easy to play with. As a result, there are few character toy categories that can meet the
demand of IP proprietors to commercialize their IPs efficiently at scale, and to cover all
demographics, all price segments and global consumers.

GLOBAL AND CHINA’S ASSEMBLY CHARACTER TOY MARKET

Over the past few years, assembly character toys, which combine the advantages of
assembling mechanism and character toys, have experienced rapid growth along with the
development of the global and China’s character toy market. Industry players typically design
and produce assembly character toys using two forms: block kits and model kits, both offering
better play experience than traditional character toys. Block kits use block components to
recreate the IP characters and simulate their poses, and are highly standardized and easy to play
with. Model kits, on the other hand, involve the assembly of components and prioritize on high
degree of recreation of IP characters using a large proportion of customized components, which

determines the price tag of products and difficulty in assembling.

With a different product approach, a new category of assembly character toys were
developed and offered consumers a new choice. For example, our assembly character toys
leverage the advantages of character toys and assembling mechanism and improve thereupon,
and can effectively meet consumer demand for products that are fun with consistent quality and
great value-for-money, enjoying significant differentiated advantages over traditional character
toys. Our assembly character toys combine the high degree of standardization and ease-of-play
and features of high degree of recreation of IP characters and individuality. In addition, by
establishing an integrated standardized system of design, research and development and
production on the supply end, we have achieved cost advantages and solid quality control.

These factors lead to better value-for-money for assembly character toys.
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Market Size and Growth Rate

The assembly character toy market is the fastest growing and highly promising segment
in the global toy market. The global market size of assembly character toys grew at a CAGR
of 20.5% from RMB13.2 billion in 2019 to RMB27.8 billion in 2023, with a penetration rate
of 8.0% in the global character toy market. Assembly character toys combine the advantages
of assembling mechanism and character toys, and their shares within the character toy market
are expected to expand. The assembly character toy market is expected to grow at a CAGR of
29.0% from 2023 to 2028 to reach RMB99.6 billion in size with a penetration rate of 18.4%
in the global character toy market in 2028. Within China’s character toy market, assembly
character toy is the fastest-growing segment, which is expected to grow at a CAGR of 41.3%
from RMB5.8 billion in 2023 to RMB32.5 billion in 2028. China’s assembly character toy
segment as a percentage of China’s character toy market is expected to increase from 14.3%
in 2023 to 35.6% in 2028.

Market Size and Penetration Rate of Assembly Character Toy Market in terms of
GMY, Global, 2019 - 2028E
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Source: Frost & Sullivan, International Monetary Fund (IMF), National Bureau of Statistics of China (NBS)
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Key Growth Drivers for the Global and China’s Assembly Character Toy Market

Demand for high-quality experiences and individualized products. In the global and
China’s context where the toy product categories continue to expand and the product quality
improves, consumption based on experience and individuality has become the mainstream.
Assembly character toys meet this consumer trend. On the one hand, the assembling
mechanism is widely popular among different consumer groups because it meets consumers’
need for fun products that involve creativity, imagination and spatial perception. Combined
with character toys, assembling mechanism not only provides character toys that are fun to play
with, but also expands the category and extends the life cycle of toys. In addition, consumers
are eager to achieve self-expression and establish a connection with toys through the
assembling process. The growing consumer demand for high-quality experiences and products
with individuality elements is expected to drive the sustained growth of the assembly character
toy market.

Expansion of the consumer base. Assembly character toys offer a diverse range of
features, including intellectually stimulating, parent-child bonding, association with IPs and
collectability, which can effectively meet the demands of toy consumers across all age groups,
thus promoting the continuous expansion of the consumer base. The intellectually stimulating
and parent-child bonding features of assembling mechanism have increasingly attracted
families who used to buy brick-based toys and traditional character toys for children to switch
to assembly character toys. In addition, there is a growing demand for assembly characters toys
among young consumers, as a lot of assembly character toys are based on IP characters with
existing fan bases. Due to the IP attributes and collectability of assembly character toys, adults
with higher disposable incomes and stronger spending power are becoming an important group
of consumers for assembly character toys. The diverse features of assembly character toys also
meet the evolving preference of consumers as they grow older, and therefore have a longer user
life cycle. With the global dissemination of various IPs based on movie, television and anime
characters, the consumer base for assembly character toys has also expanded both globally and
in China.

Value-for-money consumption trend. Driven by the global and China’s trend of
value-for-money consumption, consumers are becoming more sensitive to both price and
quality of the products. As such, quality-for-money toys have a strong appeal and large market
potential. With the emergence of great value-for-money products and the expansion of sales
channels, consumers in lower-tier cities can also experience high-quality products, which in
turn drives the consumption growth in these markets.

Emergence of high-quality supply. Growing market demand for assembly character toys,
which combine the advantages of assembling mechanism and character toys, has increasingly
attracted high-quality supply into the segment. In particular, in recent years, innovative toy
companies have emerged in the market, further increasing the high-quality supply. Such toy
companies have established factory systems specializing in the production of assembly
character toys, achieving efficient output, consistent quality and cost advantages to meet
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rapidly growing consumer demand. Leading industry players have spearheaded the industry
progression and expanded the supply, forming a virtuous cycle and promoting the long-term
development of the assembly character toy market.

Wide application of IP. With the consumers’ increasing demand for cultural products, the
expansion of IP categories and the diversification of IP creation and distribution, IP proprietors
actively explore ways of expanding the influence and commercialization of their IPs beyond
animes and movies. IP proprietors are increasingly attracted to the assembly character toy
category that can efficiently commercialize the IPs with products covering wide demographics,
price segments and global consumers. From toy companies’ perspective, increasing use of
renowned IPs in assembly character toys has elevated consumer awareness of the category and
attracted purchases from more IP fans. Leading assembly character toy companies build a rich
IP portfolio through self-developed and licensed IPs and launch diverse product offering based
on the varying attributes of IPs matching different audiences, so as to better satisfy consumers’
demand and drive the market development.

Distinctive consumer ecosystem for the category. Due to the nature of the assembling
process and the deep integration with IPs, assembly character toy category has a distinctive
consumer ecosystem. Consumer’s emotion and interests are crucial factors driving the
consumption of assembly character toys. Assembling mechanism can stimulate the fans’ and
creators’ creativity and desire to share their UGCs. Furthermore, renowned IP characters
typically have loyal fan bases and can resonate with these fans. Based on the product theme
and IP influence, fans and creators create and disseminate rich and high-quality UGCs, which
drive consumer awareness and more purchases. The positive feedback from consumers on the
UGCs from fans and creators further stimulates the enthusiasm for self-creation in the
ecosystem, thus forming a virtuous cycle. The expansion of the ecosystem increases the loyalty
and repeat purchases of consumers and fans.

Key Success Factors in the Global and China’s Assembly Character Toy Market

Leading innovation capability. A differentiated approach to address existing issues in the
character toy industry is the key for an industry player to succeed in the market. The core of
innovation lies in an industry player’s ability to build on the strengths of the industry and
elevate further. Such product approach should not only achieve a high degree of
standardization to balance quality and cost, but also provide consumers with individualized
way of playing, so that the products can reach a wide range of consumers across different age
groups, genders and spending powers. Only the leading industry players that have developed
a product approach that effectively combines standardization and individuality elements are
capable of offering global leading assembly character toys to satisfy the widespread consumer
demand for high-quality experiences and recreation of the essence of IP characters.
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Extensive patent portfolio. Extensive patent portfolio is essential for protecting the
originality of assembly character toys. An extensive patent portfolio also creates barriers for
other industry players to replicate the system. In addition, patents related to technology and
production techniques enable the leading industry players to establish a factory system
specializing in the production of assembly character toys to achieve large-scale and efficient
production of assembly character toys, better control the product quality and improve

consumer experience.

Diverse IP portfolio. The high recognition, rich content and extensive fan base associated
with IPs enhance the competitiveness of toy products. Industry players can satisfy the diverse
demands of consumers and fans and reach global consumers across different age groups
through in-house IP development and extensive cooperation with proprietors of renowned IPs.
However, developing IPs requires the accumulation of long-term consumer insights and
excellent development capabilities, which many industry players do not possess. In addition,
the requirements for licensing renowned IPs are generally high, which typically involves the
partner having a systematic IP operation system and leading IP commercialization and
management capabilities. Meanwhile, renowned IPs are usually only licensed to a handful of
toy companies in specific product categories and regions. Therefore, it is difficult for most
industry players to develop their own IPs or obtain a wide range of IP licenses. A few leading
industry players have established competitive advantages through a rich IP portfolio

comprising self-developed IPs and renowned IPs licensed from their proprietors.

Product strength. Excellent product strength is one of the key elements that determine
whether an industry player can stand out in the assembly character toy market. Product strength
is mainly reflected in the quality and pricing, the product launch and the IP’s product life cycle.
First of all, quality-for-money toys satisfy the widespread demand of global and China’s
consumers, and an industry player will only be competitive if the products enjoy high qualities
such as safety, endurability, exquisite design and consistent experience while providing
value-for-money. Secondly, consumer preference is constantly and rapidly evolving, so
industry players need to launch new products frequently and take into account the number of
new products and the success rates in order to gain a competitive edge. Thirdly, extending the
IP’s product life cycle is crucial for the sustained growth of industry players. Successful
industry players can continue to launch new products based on each individual IP while
extending such IP’s product life cycle through continuous iterations.

High efficiency, large-scale production and cost advantages. The efficiency, economies
of scale and cost advantages of the production largely determine whether an industry player can
fully meet the consumer need for quality-for-money products. By effectively exploring and
customizing high-quality and cost-effective production resources, leading industry players
systematically manage the production of assembly character toys, so as to create a technically
advanced production system to strengthen the differentiated advantages on the production end.
In addition, a highly standardized system covering design, research and development and
production enables leading industry players to improve the scale and efficiency of product
launch, the consistency of product quality, and cost advantages.
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Excellent marketing capabilities. Assembly character toys are naturally suitable for
content-driven marketing due to the consumer connection from the assembling process, and the
fact that IP characters are closely associated with rich contents that can be widely
disseminated. Effective marketing methods can efficiently reach and maintain a broad base of
consumers and fans, promote the formation of a consumer ecosystem, and increase the
stickiness and repeat purchases of consumers and fans. Therefore, leading industry players
fully leverage the popularity and influence of IPs, utilizing multiple communication channels
(such as official accounts and accounts of KOLs, KOCs and fans) on social media platforms
to systematically disseminate product related contents. This enhances brand recognition and
consumer awareness of products, improves efficiency for promotion and product launch
success rates, and generates synergies and network effects across different sales channels.

Key Raw Material Price Trends for Producing Assembly Character Toys

The key raw materials for assembly character toys are ABS and corrugated cardboard.

Over the past five years, the price of ABS in China has generally shown a fluctuating
trend. The price of ABS experienced a substantial decline and hit the lowest level of
RMB54,000 per ton in the second and third quarter of 2020 primarily due to the impact of
COVID-19. Since then, the price of ABS gradually recovered and peaked in the first half of
2022 at RMB101,000 per ton, nearly doubled the lowest price in the second half of 2020. By
2023, the prices of ABS stabilized, maintaining at a range between RMB80,000 per ton and
RMBS85,000 per ton.

Average Price of ABS, China, 2019Q1 - 2023Q4
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In terms of corrugated cardboard prices in China, there was a steady upward trend from
2019 to 2021, rising from RMB3,800 per ton to RMB4,600 per ton. However, in 2022,
corrugated cardboard prices started to decline. By the fourth quarter of 2023, corrugated
cardboard prices had dropped to RMB2,800 per ton, hitting the lowest level in five years. This
was mainly affected by demand and cost side factors. On the demand side, the overall market
demand for corrugated cardboard was lower than expected, presenting a market trend of
oversupply. On the cost side, the price of waste paper, the main raw material for corrugated
cardboard, has been continuously declining in recent years.

Average Price of Corrugated Cardboard, China,
2019Q1 - 2023Q4
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Competitive Landscape

In the global assembly character toy market, the Group is the third largest assembly
character toy company in the world in terms of GMV in 2023. Leading industry players in the
assembly character toy market besides the Group are mainly multinational companies that are
well known in the toy industry. The global assembly character toy market is highly
concentrated, with the top five players accounting for 87.1% of the total market share in terms
of GMV in 2023, and two renowned multinational toy companies holding a large market share.
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Ranking of Assembly Character Toy Industry Players in terms of GMV®,

Global, 2023

Market
Ranking Company Main Business GMV® Share
(RMB

Billion) (%)

1o Company A® Games, toys, IP production, etc. 11.0 39.5%
2. Company B® Brick toys 10.0 35.9%
3o The Group Mainly assembly character toys 1.8 6.3%
4. Company C® Dolls, vehicle toys, toys for infant, 0.9 3.2%

toddler and pre-school children

5. Company D Assembly toys 0.6 2.2%

Source: Frost & Sullivan

Notes:

(1)  GMV only includes the retail sales generated from sales of assembly character toys.

(2)  Company A is a publicly listed multinational entertainment and toy company headquartered in Tokyo, Japan.

(3) Company B is a privately held multinational toy company headquartered in Billund, Denmark.

(4) Company C is a publicly listed multinational toy and family entertainment company headquartered in El

Segundo, United States.

(5) Company D is a privately held assembly toy company headquartered in Shantou, China.

In terms of GMV in 2023, China’s assembly character toy market is highly concentrated,
with the top five market players accounted for a total market share of 76.9%. The Group, as
the largest player in the assembly character toy market in China, has a market share of 30.3%.

Ranking of Assembly Character Toy Industry Players in terms of GMV", China, 2023

Market
Ranking Company Main Business GMV® Share
(RMB

Billion) (%)

1........... The Group Mainly assembly character toys 1.7 30.3%
2, Company A Games, toys, IP production, etc. 1.2 20.0%
3 Company B Brick toys 0.9 14.8%
4. Company D® Assembly toys 0.6 10.4%
5. Company E® IP toys 0.1 1.4%

Source: Frost & Sullivan
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Notes:

(1)  GMV only includes the retail sales generated from sales of assembly character toys through official channels
in China.

(2)  Company D is a privately held assembly toy company headquartered in Shantou, China.

(3) Company E is an IP toy company and is a subsidiary of a publicly listed retailer of lifestyle products
headquartered in Guangzhou, China.

SOURCE OF INFORMATION

In connection with the [REDACTED], we engaged Frost & Sullivan, an independent
market research consultant, to conduct an analysis of, and to prepare the Frost & Sullivan
Report about, the assembly character toy market. Frost & Sullivan is an independent global
consulting firm founded in 1961 in New York and its services include, among others, industry
consulting, market strategic consulting and corporate training. In connection with the market
research services provided, we have paid a fee of RMB550,000 to Frost & Sullivan, which we
believe to be consistent with market rates.

In compiling and preparing the Frost & Sullivan Report, Frost & Sullivan conducted (i)
primary research, which involved discussing the status of the industry with certain leading
industry participants, and interviews with industry experts on a best-effort basis to collect
information in aiding in-depth analysis; and (ii) secondary research, which involved reviewing
company reports, independent research reports and data based on its own research database.
The market projections in the Frost & Sullivan Report are based on the following key
assumptions during the forecast period: (i) the social, economic and political conditions
currently discussed will remain stable during the forecast period; and (ii) the relevant policies
on the toy industry will remain unchanged in material aspects during the forecast period.

Except as otherwise noted, all the data and forecasts contained in this section are derived
from the Frost & Sullivan Report. The commissioned report has been prepared by Frost &
Sullivan independently without the influence from the Company or other interested parties.
Our Directors confirm that, to the best of their knowledge, after making reasonable inquiries,
there is no material and adverse change in the market information since the date of the Frost
& Sullivan Report, which may qualify, contradict or have an impact on the information in this
section.
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REGULATIONS ON ASSEMBLY CHARACTER TOYS
Regulations on Consumer Protection

Pursuant to the Law of the People’s Republic of China on the Protection of Consumer
Rights and Interests (2013 Amendment) (the “PRC Consumer Protection Law”, (93 A X
LRI e E RE 4 R 7#75) (2013181E)), promulgated by the Standing Committee of the
National People’s Congress (the “SCNPC”, 2 NRAERKEGHHZEE) on October 31,
1993, and last amended on October 25, 2013, and became effective on March 15, 2014,
Business Operators shall provide consumers with truthful and full information concerning the
quality, performance, purpose and term of validity of the goods or services they provide and
shall not make any false or misleading statements. Business Operators shall:

1. ensure that goods and services provided to consumers comply with relevant laws and
regulations, including requirements regarding personal safety and protection of

property;

2. issue vouchers for goods or services to consumers in accordance with relevant

national regulations or business practices or upon the request of a consumer;

3. ensure the quality, functionality, application and duration of use of the goods or
services under normal use and ensure that the actual quality of the goods or services
are consistent with that displayed in advertising materials, product descriptions,

sample apparel or any other manners;

4.  properly perform its responsibilities for guaranteed repair, replacement, return or
other liability in accordance with national regulations or any agreement with

consumers;

5. not set unreasonable or unfair terms for consumers or excluding itself from civil
liability for undermining the legal rights and interests of consumers by means of

standard contracts, circulars, announcements, shop notices and the like;

6. listen to the consumers’ opinions on the commodities and services they supply and

accept consumers’ supervision;

7. not insult or slander consumers, may not search the body of consumers or the
articles they carry with them, and may not violate the personal freedom of

consumers.

Violations of the PRC Consumer Protection Law may result in the imposition of fines. In
addition, the relevant Business Operator will be ordered to suspend its operations and its
business licence will be revoked. Criminal liability may be incurred if the Business Operator
constitutes crime. According to the PRC Consumer Protection Law, a consumer whose legal
rights and interests are prejudiced during the purchase or use of goods may demand
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compensation from the seller. Where the responsibility lies with the manufacturer or another
seller that provides the goods to the seller, the seller shall, after settling the claim, have the
right to recover such claim from that manufacturer or that other seller. Consumers or parties
who suffer injuries or property losses due to product defects in commodities may demand
compensation from the manufacturer as well as the seller. Where the responsibility lies with the
manufacturer, the seller shall, after settling the claim, have the right to recover such claim from
the manufacturer, and vice versa.

Regulations on Products Quality and Liability

The principal legal provisions governing product liability are set out in the Product
Quality Law of the People’s Republic of China (2018 Amendment) (the “PRC Product
Quality Law”, (3 A RILFEE HE #7%) (20184&1F)), which was promulgated by the
SCNPC on February 22, 1993, became effective on September 1, 1993 and was last amended
and became effective on December 29, 2018. The PRC Product Quality Law is applicable to
all activities of production and sale of any product within the territory of the PRC, and the
manufacturers and sellers shall be liable for product quality in accordance with the PRC
Product Quality Law. In the event of a violation of any legal provisions of the PRC Product
Quality Law, manufacturers and sellers may be fined, suspended of operation, confiscated of
any products illegally manufactured or sold and the proceeds gained therefrom or stripped of
business licenses, and where the circumstances are serious, criminal liability shall be pursued.
Consumers or other victims suffering personal injuries or property damage resulting from
defects in commodities may demand compensations either from the sellers or from the
manufacturers. If the liability lies with the manufacturers, the sellers shall have the right to
recover the compensations from the manufacturers after paying the compensations, or vice

versa.

According to the Civil Code of the People’s Republic of China (the “PRC Civil Code”
(g N RILFNE R 8L) ), which was adopted by the National People’s Congress of the
PRC (the “NPC”, 2B N RfAFE K &) and promulgated accordingly by the President Order
No. 45 on May 28, 2020 and became effective on January 1, 2021, a manufacturer or a
commercial seller is subject to liability for harm to persons or property caused by the product
defects. The infringed may seek compensation from the manufacturer or the commercial seller.
Where the infringed seeks compensation from the commercial seller, the commercial seller
shall have the right to make a claim against the liable manufacturer after it has made
compensation. Where any harm is caused to another person by a defective product and the
defect is caused by the fault of a third party such as carrier or warehouseman, the manufacturer
or seller of the product that has paid the compensation shall be entitled to be reimbursed by the
third party. Where any defect of a product is discovered after the product is put into circulation,
the manufacturer or seller shall take such remedial measures as warning and recall in a timely
manner, otherwise any failure to react timely or sufficiently that concurrently causes damages
shall subject such manufacturer or seller to tort liabilities. However, where a manufacturer or
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seller is aware of any defect of a product but knowingly refuses to terminate its operation
activities, severely jeopardizing the life and health of any another person, such person or its
successor suffering such tort shall be entitled to punitive damages or other indemnifications to
the extent permitted by laws.

Regulations on Pricing

According to the Pricing Law of the People’s Republic of China ( €3 A R 3 A0 B {E 4%
E) ), promulgated by the SCNPC on December 29, 1997, and became effective on May 1,
1998, Business Operators shall follow the principles of fairness, lawfulness and good faith in
fixing prices. Business Operators shall not commit any illegitimate price acts: colluding with
others to manipulate the market price, thus harming the lawful rights and interests of other
Operators or consumers; besides the disposal of perishable, seasonal and overstocked
commodities at reduced prices in accordance with the law, dumping commodities at prices
lower than the cost in order to drive out rivals or monopolize the market, thus disrupting the
normal production and operation order and impairing the interests of the State or the lawful
rights and interests of other Operators; fabricating and spreading information about price hikes
and forcing up prices, thus stimulating excessive commodity price hikes; using false or
misleading means in terms of price to deceive consumers or other Operators into trading with
them; employing price discrimination against other Operators with equal transaction conditions
while providing the same commodities or services; forcing up or forcing down prices in
disguised form by raising or lowering grades when purchasing or selling commodities or
providing services; making exorbitant profits in violation of the provisions of laws and
regulations; or other illegitimate price acts prohibited by laws and administrative regulations.
Where a Business Operator commits any illegitimate price acts, such Operator shall be ordered
to make correction, and the illegal gains thereof shall be confiscated, a fine not more than five
times the illegal gains may be imposed on such Operator; if there are no illegal gains, such
Operator shall be given a warning and may also be fined; if the circumstances are serious, such
Operator shall be ordered to suspend the business for rectification, or have the business license
thereof revoked by the administrative department for industry and commerce, or should such
illegitimate price acts be otherwise subject to any penalties or punitive orders under other
relevant PRC applicable laws, such laws shall also apply and business operators shall abide by
such laws.

Regulations on Unfair Competition

The Anti-Unfair Competition Law of the People’s Republic of China (2019 Amendment)
(the “PRC Anti-Unfair Competition Law”, (3 ARILFIE A IEEBFIE) (20191
1E)), which was promulgated by the SCNPC on September 2, 1993, and last amended and
became effective on April 23, 2019, prohibits Business Operators from performing unfair
competitions. According to the PRC Anti-Unfair Competition Law, Business Operators shall
not perform any confusing acts that will enable people to mistake its products for another
business’s products or believe certain relations exist between its products and any business’s
products, such as unauthorized use of a mark that is identical or similar to the name, packaging
or decoration of another business’s commodity, which has influence to a certain extent;
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unauthorized use of another business’s corporate name (including its shortened name, trade
name, etc.), the name of a social group (including its shortened name, etc.), or the name of an
individual (including his/her pen name, stage name, translated name, etc.), which has influence
to a certain extent; unauthorized use of the main domain name, website name or webpage,
which has influence to a certain extent; and other confusing acts that are sufficient to enable
people to mistake its products for another business’s products or believe certain relations exist
between its products and any business’s products. Where a Business Operator performs any
confusing act, the supervision and inspection authority shall order it to cease the offense, and
confiscate its illicit commodities. If the illicit turnover exceeds RMB50,000, it shall be fined
up to five times the illicit turnover. If there is no illicit turnover or the illicit turnover is less
than RMB50,000, it shall be fined up to RMB250,000; where the circumstance is serious, its
business license shall be revoked.

Business Operators shall not conduct commercial promotions for the performance,
function, quality, sales status, user evaluation, honor received concerning its products in a false
or misleading manner, attempting to cheat or mislead consumers. Where a Business Operator
conducts commercial promotions for its commodities in a false or misleading manner, or assists
other Business Operators with commercial promotions in a false or misleading manner by way
of organizing false transactions or by other means, the competent supervision and inspection
authority shall order the Business Operator to cease its violations and impose on it a fine of
between RMB200,000 and RMB1,000,000; where the circumstance is serious, it shall be fined
between RMB1,000,000 and RMB2,000,000, and its business license may be revoked. Where
a Business Operator constitutes the releasing of a false advertisement, it shall be punished
according to the Advertising Law of the People’s Republic of China.

Regulations on Advertising

According to the Advertising Law of the People’s Republic of China (2021 Amendment)
( (F#EANRILMEE L) (2021141E)), promulgated by the SCNPC on October 27, 1994,
and last amended and became effective on April 29, 2021, no advertisement shall contain any
false or misleading information, and shall not deceive or mislead consumers. Where a false
advertisement is published, the advertisers shall be ordered to cease publishing the
advertisements, minimize and eliminate any adverse effects to a corresponding extent, and a
fine of not less than three times and not more than five times the advertising fees shall be
imposed, and where the advertising fees cannot be calculated or are significantly low, a fine
of not less than RMB200,000 and not more than RMB1,000,000 shall be imposed; where the
illegal activities have been committed more than three times within two years or there are other
serious circumstances, a fine of not less than five times and not more than ten times the
advertising fees shall be imposed, and where the advertising fees cannot be calculated or are
significantly low, a fine of not less than RMB 1,000,000 and not more than RMB2,000,000 shall
be imposed; the business licenses may be revoked, and the approval documents for the
advertisement may be revoked and void, and any applications by such advertisers for
advertisement review may be no more accepted within the following one (1) year. With regard
to publishing false advertisements that deceive or mislead consumers, causing damage to the
legitimate rights and interests of consumers who have purchased the products or used the
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services so advertised, the advertisers shall bear civil responsibilities in accordance with the
law. Where an advertising agent or advertisement publisher fails to provide the true name,
address and valid contact information of the advertiser(s), the consumers may require the
advertising agent or advertisement publisher to make advance compensation. In case that the
advertising agents, advertisement publishers or advertisement endorsers for such
advertisements design, produce, provide agency, publish or make endorsements or testimonials
for the advertisements even though they know or should know the advertisements are false,
they shall bear joint and several liabilities with the advertisers concerned.

Regulations on Purchase Contract

Pursuant to the PRC Civil Code, where the purpose of a contract cannot be achieved
because the quality of the subject matter does not comply with the quality requirements, the
buyer may refuse to accept the subject matter or terminate the contract. Where the buyer
requests to return the subject matter or terminate the contract in accordance with PRC
applicable laws, the seller shall bear the risk of return of the payment to buyer and liquidation
damages to the subject matter. The seller shall deliver the subject matter according to the
agreed quality requirements. In case that the seller provides the quality specifications
concerning the subject matter, the delivered subject matter shall comply with the quality
requirements in such specifications. If the terms in relation to quality are not met, the liability
for breach of contract shall be borne by the seller in accordance with the agreement between
the parties.

Regulations on Import and Export of Toys

The Foreign Trade Law of the People’s Republic of China (2022 Amendment) (the “PRC
Foreign Trade Law”, (13 \RILFEEING 5j1k) (2022181E)) was promulgated by the
SCNPC on May 12, 1994, and last amended on December 30, 2022 and came into effective on
the same date. Pursuant to the PRC Foreign Trade Law, the State allows free import and export
of goods and technologies, unless it is otherwise provided under the laws and administrative
regulations. According to the provisions of the PRC Foreign Trade Law, the State may restrict
or prohibit the import or export of relevant goods or technologies for certain reasons. Import
and export of goods that are banned or restricted for import and export without permission shall
be handled and punished by the Customs in accordance with the provisions of laws and
administrative rules; if crime is constituted, the criminal liabilities shall be ascertained.

According to the Customs Law of the PRC (2021 Amendment) ( "3 A R A0 2 6 B
%) (2021fE1E)) promulgated by the SCNPC on January 22, 1987 and last amended on
April 29, 2021 and became effective on the same date, where an enterprise engages in import
or export of goods which goes through customs declaration formalities, it shall be subject to
registration by customs or shall authorise customs clearing enterprise to handle customs
declaration formalities.
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Measures for the Inspection, Supervision and Administration of Import and Export Toys
(2018 Revision) ( i KB E A ER B BHE B ) (2018187%])), was promulgated by the
General Administration of Quality Supervision, Inspection and Quarantine of the PRC (1% A
R [ B R B B A B AR 48 R)) on March 2, 2009, and amended by the General
Administration of Customs (¥ ##1%) and became effective on April 28, 2018, May 29, 2018
and November 23, 2018. Imported toys shall be inspected in accordance with the mandatory
requirements of the national technical specifications of China. Exported toys shall be inspected
according to the technical regulations and standards of the importing country or region. If the
technical requirements agreed by the two parties are higher than the technical regulations and
standards, the inspection shall be carried out in accordance with the agreed requirements. If the
technical regulations and standards of the importing country or region are not clearly defined,
the inspection shall be carried out in accordance with the mandatory requirements of the
national technical specifications of China. Where an intergovernmental treaty is made in place,
the inspection shall be carried out in accordance with the requirements stipulated therein. When
exported toys are inspected, in addition to the relevant materials in accordance with the
Provisions on Entry and Exit Inspection and Quarantine, the product quality and safety
compliance statement shall be provided at the same time. When the exported toy is first
inspected, the test report issued by the toy laboratory and other materials as stipulated by the
General Administration of Customs shall be provided.

Regulations on Lease of Property

Pursuant to the Administrative Measures for Commodity Housing Tenancy ( {5 )=
FHEE D) ) issued by the Ministry of Housing and Urban-Rural Development ({£)5 Fl3ik
ABEFLEB) on December 1, 2010 and came into effect on February 1, 2011, the parties
concerned to a housing tenancy shall go through the housing tenancy registration and filing
formalities with the competent construction (real-estate) departments of the People’s
Government of the municipalities, cities and counties where the housing is located within
30 days after the housing tenancy contract is signed. Where the content of the housing tenancy
registration is altered, or the housing tenancy contract is renewed or terminated, the parties
concerned shall, within 30 days, go through housing tenancy registration amendment, renewal
or termination formalities at the department which originally registered the housing tenancy.
The competent construction (real estate) departments of the People’s Government of the
municipalities, cities and counties shall urge those who do not register on time hereof to make
corrections within a specified time limit, and shall impose a fine below RMB1,000 on
individuals who fail to make corrections within the specified time limit, and a fine between
RMB1,000 and RMB 10,000 on institutions which fail to make corrections within the specified
time limit, though such lease is valid and binding according to Provisions of the Supreme
People’s Court on Certain Issues Related to the Application of Law in the Trial of Civil Cases
Involving Disputes on Housing Lease in Cities and Suburban Areas (2020 Amendment) ( {#x

1R N BRI e Bl 7 o B g R A B ) A A S 1 LR PR A TR AR (202018 1E)).
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Regulations on Toys

Assembly character toys products are currently regulated by the Announcement on
Matters Relating to the Implementation of National Standards on Toy Safety Series ( (ERNE
Mt 4 4 R 5 B FAEHEA B SETHAY A 15 ) ) issued and implemented on December 31, 2015,
which establishes a series of national safety standards for toy products.

Regulations on Blind Boxes

The Compliance Guidelines for Blind Box Business Activities (for Trial Implementation)
(the “Blind Boxes Guidelines”, (H&&E1TABI#HTE5/(1T)) ) was promulgated and
effective by the SAMR on June 8, 2023. According to the Blind Boxes Guidelines, blind box
business operators shall set fair prices for blind boxes, avoiding unmarked fees, overpricing,
or price fraud. Blind box business operators are prohibited from indirectly induce consumption
through arbitrarily adjusting the probabilities for a specific model being selected from a given
blind box against the publicly disclosed probabilities, and altering the relevant selection
outcome of a specific blind box. Blind box business operators shall not sell blind boxes to the
minors under the age of eight. Where blind boxes are sold to the minors aged eight or above,
the blind box business operators shall ensure the relevant guardians has agreed to the purchase.
Blind box business operators shall publicize the key product details of the blind boxes to
consumers, including product names, product categories, product specifications, the products
potentially contained in a given box and the relevant price range, product selection rules which
may set out the format of participation such as via online or offline method and probabilities
for a specific model being selected, as well as the quantity of limited-edition products. Blind
box business operators are encouraged to promise not hoarding, hyping, or entering the
secondary market. In addition, for blind boxes sold via non-instant methods such as offline
stores where the consumers will not know the selection outcomes until opening the blind box,
blind box business operators must retain the records of selection rules and probabilities and
establish a corresponding sampling inspection mechanism. For blind boxes sold through instant
online methods, through which the consumers will know the selection outcome instantly,
operators must retain the records of selection rules and probabilities and complete records of

selection outcome. The relevant record retention time is generally not less than three years.
REGULATIONS ON INTELLECTUAL PROPERTY RIGHTS
Patent

In accordance with the Patent Law of the People’s Republic of China (2020 Amendment)
( (e N RILFEIEF)E) (2020151E)) which was promulgated by the SCNPC on March 12,
1984 and latest amended on October 17, 2020, with the latest revision effective on June 1,
2021, the Implementation Regulations for the Patent Law of the People’s Republic of China
(2023 Revision) ( e A BN B0 EANE E A HID (2023157T)) which was promulgated by
the State Council on December 21, 1992 and latest amended on December 11, 2023, with the
latest revision effective on January 20, 2024, and the Public Announcement on Measures on
Filing of Patent Licensing Contracts ( (HFIEMEFFAISRIEEIZE) ) which  was
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promulgated by the State Intellectual Property Office on June 27, 2011 and came into effect on
August 1, 2011, patent in PRC shall be categorized as invention, utility model and design. The
duration of patent rights for an invention shall be 20 years, the duration of patent rights for a
utility model shall be 10 years and the duration of patent rights for a design shall be 15 years,
commencing from the filing date. Any organization or individual proposing to implement the
patent of others shall enter into a licensing contract with the patentee for implementation and
pay royalties to the patentee. And the State Intellectual Property Office shall be responsible for
filing of patent licensing contracts nationwide. The parties concerned shall complete filing
formalities within three months from the effective date of a patent licensing contract.

Trademark

In accordance with the Trademark Law of the People’s Republic of China (2019
Amendment) ( (3N RILFE L) (20191%1E)) which was promulgated by SCNPC on
August 23, 1982, and was latest amended on April 23, 2019, with the latest revision effective
on November 1, 2019, and the Implementation Regulations for the Trademark Law of the
People’s Republic of China (2014 Revision) ( {H#E A\ R ALANE A H GG (2014155T))
which was promulgated by the State Council on August 3, 2002 and was latest amended on
April 29, 2014, with the latest revision effective on May 1, 2014, trademarks approved and
registered by the trademark bureau are registered trademarks, including commodity
trademarks, service marks and collective trademarks, certification marks; trademark registrants
are entitled to exclusive rights to use trademark and are protected by the law. A registered
trademark shall be valid for 10 years, commencing from the date of registration. Use of a
trademark identical or similar to a registered trademark on the same type of commodities
without licensing by the trademark registrant shall be deemed as infringement of exclusive
rights to use registered trademarks.

Domain Name

In accordance with the Administrative Measures on Internet Domain Names ( < 5.5 483k
ZEIHEY) ) which was promulgated by the Ministry of Industry and Information
Technology (the “MIIT”, TF1{5EfL#) on August 24, 2017 and came into effect on
November 1, 2017, the Implementing Rules for the Registration of National Top-level Domain
Names ( (BIZRTEFIHA M E AR ) and Procedural Rules for Resolution of Disputes
over National Top-level Domain Names ( (BRI Tkt A2 P HLHID ) which were
promulgated by China Internet Network Information Center on June 18, 2019 and came into
effect on the same date, the domain name registration services shall in principle implement
“first apply first register”’; where the corresponding detailed rules for domain name registration
stipulate otherwise, such provisions shall prevail. The domain name disputes shall be accepted
and solved by a domain name dispute resolution body as recognized by the China Internet
Network Information Center.
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In accordance with the Notice of the Ministry of Industry and Information Technology on
Regulating the Use of Domain Names in Providing Internet-based Information Services ( L.
SERNAE IS AL FOBE A B 8 B 4 A S RS i FH Sk 44 (3 A1) ) (hereinafter referred to  as
“Notice”), which was promulgated by the MIIT on November 27, 2017 and came into effect
on January 1, 2018, the Internet access service provider concerned shall check the real identity
information of the domain name registrant via the Record-filing System, and shall not provide
access services if the Internet-based information service provider fails to provide real identity
information or the identity information provided is inaccurate or incomplete, with the
exception of domain names that have been filed for record with the Record-filing System prior
to the effectiveness of this Notice.

Copyright and Computer Software

In accordance with the Copyright Law of the People’s Republic China (2020 Amendment)
( (P NRILAEZ/EREL) (202011E)) which was promulgated by the SCNPC on
September 7, 1990 and latest amended on November 11, 2020, with latest revision effective on
June 1, 2021, Chinese citizens, legal persons or organizations without legal personality enjoy
copyright over their works, whether published or not, including written works; oral works;
musical, dramatic, opera, dance, acrobatic artistic works; fine arts, architectural works;
photographic works; audio-visual works; graphic works and model works, such as engineering
design plan, product design plan, map, schematic diagram, etc.; computer software and any
other intellectual achievements which comply with the characteristics of the works. Copyright
shall include the following personal rights and property rights: publication right, right of
authorship, right of revision, right to preserve the integrity of work, reproduction right,
distribution right, rental right, exhibition right, performance right, screening right,
broadcasting right, information network transmission right, filming right, adaptation right,
translation right, compilation right, and any other rights enjoyed by a copyright holder.

The Regulations on Computer Software Protection (2013 Revision) ( CRT BRI PR I
%) (20131&4%])), which was promulgated on June 4, 1991, amended on January 30, 2013 and
became effective on March 1, 2013 by the State Council, stipulates that Chinese residents, legal
entities or other organizations enjoy copyright in the software which they have developed,
whether published or not, and a software copyright owner may register it with the software
registration institution recognized by the copyright administration department of the State
Council. The Measures for the Registration of Computer Software Copyright ( {FHHEBE# &
YERESFCHFE) ), promulgated by the National Copyright Administration on February 20, 2002
with immediate effect, regulates registration of software copyright, exclusive licensing
contracts for software copyright and transfer contracts. The Copyright Protection Center of
China (the “CPCC”) is the designated software registration authority. The CPCC grants
registration certificates to computer software copyright applicants which conform to the
provisions of both the Regulations on Computer Software Protection and the Measures for the
Registration of Computer Software Copyright.
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Trade Secrets

The PRC Anti-Unfair Competition Law also sets up regulations to protect Trade Secrets.
Business Operators shall not engage in any infringements of trade secrets, such as obtaining an
obligee’s trade secrets by theft, bribery, fraud, intimidation, electronic intrusion or other
improper means; disclosing, using, or allowing others to use an obligee’s trade secrets obtained
by the means mentioned in the preceding paragraph; disclosing, using or allowing others to use
an obligee’s trade secrets in violation of confidentiality obligations or the obligee’s
requirements on keeping such trade secrets confidential; or obtaining, disclosing, using or
allowing any other party to use an obligee’s trade secrets by instigating, tempting or helping
any other party to violate the confidentiality obligations or the obligee’s requirements on
keeping such trade secrets confidential. Where a Business Operator infringes any trade secret,
the supervision and inspection authority shall order it to cease the illegal act, confiscate the
illegal gains and impose on it a fine of between RMB100,000 and RMB1 million; where the
circumstance is serious, the fine shall be between RMB500,000 and RMBS5 million.

REGULATIONS ON ONLINE BUSINESS AND DATA COMPLIANCE
Regulations on Online Trading and E-Commerce

In accordance with the Measures for the Supervision and Administration of Online
Transactions (the “Measures for Online Transaction”, (HH4%73C %) BB L) ), which
was promulgated by the State Administration for Market Regulation (the “SAMR”) on March
15, 2021, which came into effect on May 1, 2021, any business activity of selling goods or
providing services through the Internet within the PRC shall abide by the laws and regulations
of the PRC and the provisions of the Measures for Online Transaction. Measures for Online
Transaction reinforce the operation requirements as provided under the PRC E-Commerce Law
and the principles of legality, rationality and necessity in the collection and use of the users’
information and disclosure of the rules, purposes, methods and scopes of collection and use of
user information specified in the Cyber Security Law of the PRC. Measures for Online
Transaction also provide that the business operator through online platform (i) shall not use
false transactions, fabricated user review to conduct false or misleading business promotion, so
as to defraud or mislead consumers; (ii) shall not eliminate or restrict competition, damage or
ruin the competitor’s reputation; (iii) shall not force consumers to agree with the collection and
use of their personal information that is not directly related to such operator’s business
activities by means of general authorization, default authorization, bundling with other
authorization, termination of installation and use.

The SCNPC enacted the E-Commerce Law of the People’s Republic of China (the “PRC
E-Commerce Law”, (¥ A\ RILHEE 7RH7%) ) on August 31, 2018, which became
effective on January 1, 2019. Under the PRC E-Commerce Law, e-commerce refers to
operating activities of selling goods or providing services through the internet or other
information networks. The PRC E-Commerce Law generally applies to: (i) Platform Operators,
which refer to legal persons or unincorporated organizations that provide network places of
business, transaction matching, information release and other services to enable the transaction
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parties to carry out independent transaction activities; (ii) Operators on the platform, which
refer to e-commerce Operators that sell goods or provide services to customers through
e-commerce platforms; and (iii) other e-commerce Operators that sell goods or provide
services through self-established websites or other network services. The PRC E-commerce
Law also provides rules in relation to e-commerce contracts, dispute settlements, e-commerce
development as well as legal liabilities involved in e-commerce. An e-commerce Business
Operator shall make market participant registration and obtain relevant administrative
licensing according to the law.

Regulations on Mobile Internet Applications Information Services

In addition to the Telecommunications Regulations and other regulations above, mobile
internet applications (the “Apps”) as well as the internet application store are specially
regulated by the Administrative Provisions on Mobile Internet Applications Information
Services (2022 Amendment) (the “APP Provisions”, (F%5) 5 548 e I FE 715 B IR & HLE
FE) (202218 1F)), which were promulgated by the Cyberspace Administration of China (the
“CAC”, BZE B EHAEEHEAZE) on June 28, 2016, and last amended in June 14, 2022, and
became effective on August 1, 2022. APP Provisions regulates that, the Apps information
service providers shall satisfy relevant qualifications required by laws and regulations, strictly
carry out the information security management responsibilities and fulfill their obligations in
various aspects relating to the real-name system, protection of users’ information and the
examination and management of information content. Furthermore, on December 16, 2016, the
MIIT promulgated the Interim Measures on the Administration of Pre-Installation and
Distribution of Applications for Mobile Smart Terminals (the “Mobile Application Interim
Measures”, (FoE)% AE 40 e F (R TE B A 52 T 1740 ) ), which took effect on July
I, 2017. The Mobile Application Interim Measures require, among others, that internet
information service providers shall ensure that a mobile application, as well as its ancillary
resource files, configuration files and user data can be uninstalled by a user on a convenient
basis, unless it is a basic function software, which refers to a software that supports the normal
functioning of hardware and operating system of a mobile smart device.

Regulations on Cybersecurity and Data Privacy and Protection

The Cybersecurity Law of the People’s Republic of China (the “Cybersecurity Law”,
(e N RILANEAY 4% 2 427%) ), which was promulgated on November 7, 2016 and came into
effect on June 1, 2017, requires that when constructing and operating a network, or providing
services through a network, technical measures and other necessary measures shall be taken in
accordance with laws, administrative regulations and the compulsory requirements set forth in
national standards to ensure the secure and stable operation of the network, to effectively cope
with cybersecurity incidents, to prevent criminal activities committed on the network, and to
maintain the integrity, confidentiality and availability of network data. The Cybersecurity Law
emphasizes that any individuals and organizations that use networks must not endanger
cybersecurity or use networks to engage in activities endangering national security, economic
order and social order or infringing the reputation, privacy, intellectual property rights and
other lawful rights and interests of others. The Cybersecurity Law also reiterates certain basic
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principles and requirements on personal information protection previously specified in other
existing laws and regulations. Any violation of the provisions and requirements under the
Cybersecurity Law may subject an internet service provider to rectifications, warnings, fines,
confiscation of illegal gains, revocation of business permits, cancellation of business license,
closedown of websites or even criminal liabilities.

The Data Security Law of the People’s Republic of China (the “Data Security Law”, {*
#E N\ ROALAN B BdE %42 1%) ) was passed on June 10, 2021 and came into effect on September
1, 2021. The Data Security Law requires a data processor to establish and improve a
whole-process data security management system, organize data security education and training,
and take corresponding technical measures and other necessary measures to safeguard data
security. In conducting data processing activities using the Internet or any other information
networks, a data processor shall perform the above data security protection obligations on the
basis of the hierarchical cybersecurity protection system. Any violation of the provisions and
requirements under the Data Security Law may subject a data processor to rectifications,
warnings, fines, suspension of the related business, revocation of business permits or even
criminal liabilities.

The Personal Information Protection Law of the PRC (the “Personal Information
Protection Law”, {3 \ RAFIE A A {5 EIR#75) ) was promulgated on August 20, 2021
and came into effect on November 1, 2021. Instead of relying solely on “notification and
consent” as established in the Cybersecurity Law, the Personal Information Protection Law
reiterates the circumstances under which a personal information processor could process
personal information and the requirements for such circumstances, such as when (i) the
individual’s consent has been obtained; (ii) the processing is necessary for the conclusion or
performance of a contract to which the individual is a party; (iii) the processing is necessary
to fulfill statutory duties and statutory obligations; (iv) the processing is necessary to respond
to public health emergencies or protect a natural person’s life, health and property safety under
emergency circumstances; (v) the personal information that has been made public is processed
within a reasonable scope in accordance with this Law; (vi) personal information is processed
within a reasonable scope to conduct news reporting, public opinion-based supervision and
other activities in the public interest; or (vii) under any other circumstance as provided by any
law or regulation. It also stipulates the obligations of a personal information processor. Any
violation of the provisions and requirements under the Personal Information Protection Law
may subject a personal information processor to rectifications, warnings, fines, suspension of
the related business, revocation of licenses, inclusion in relevant credit record, or even criminal
liabilities.

In addition, on September 24, 2024, the State Council promulgated the Data Security
Regulations which will come into force on January 1, 2025. The Data Security Regulations
reiterate that the data processors which may possibly affect national security shall apply for
cybersecurity review. Meanwhile, this regulation further clarifies the general provisions on
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network data security management, and also further supplements and refines the specific
requirements on personal information protection, important data security management,
cross-border security management of network data, and obligations of network platform
service providers.

On March 22, 2024, the CAC issued the Provisions on Promoting and Regulating
Cross-border Data Flow ( CfRAEFHEEIRPE BB ME) ). According to the provisions,
data processors are subject to security assessments conducted by the CAC prior to any
cross-border transfers of important data and personal information, if falling under any of the
following circumstances: (i) where the critical information infrastructure operator intends to
provide important data or personal information overseas; (ii) where the data processor other
than critical information infrastructure operators intends to provide important data overseas;
(iii) where the data processor other than critical information infrastructure operators, who has
provided personal information (excluding sensitive personal information) of at least one
million individuals or sensitive personal information of at least 10,000 individuals to overseas
recipients accumulatively since January 1 of any given calendar year, intends to provide
personal information overseas; and (iv) other circumstances where the security assessment of
cross-border data transfer is required as prescribed by the CAC.

On January 23, 2019, the CAC, the MIIT, the Ministry of Public Security, and the SAMR
jointly issued the Notice on Special Governance of Illegal Collection and Use of Personal
Information via Apps ( (BRI BHE App & A& B M (G BB IIG B 215 ) ), which
restates the requirement of legal collection and use of personal information, encourages App
operators to conduct security certifications, and encourages search engines and App stores to
clearly mark and recommend those certified Apps.

On November 28, 2019, the CAC, MIIT, the Ministry of Public Security and SAMR
jointly issued the Measures to Identify Illegal Collection and Usage of Personal Information by
Apps ( (AppEIEE BTN NG BAT A58 E J715) ), which came into effect on the same
day and lists six types of illegal collection and usage of personal information, including
“non-disclosure of collection and use rules,” “failure to expressly state the purpose, method

LR INT3

and scope of collecting and using personal information,” “collection or use of personal

99 ¢

information without the consent of users,” “collection of personal information unrelated to the

LR I3

services they provide in violation of the principle of necessity,” “provision of personal
information without consent,” “failure to provide the function of deleting or correcting
personal information in accordance with the law” and “failure to disclose the information such

as ways of filing complaints and whistleblowing reports.”

On July 22, 2020, the MIIT issued the Notice of Ministry of Industry and Information
Technology on Carrying out Special Rectification Actions in Depth against the Infringement
upon Users’ Rights and Interests by Apps ( { L2ERE S LB b R A HEEAPPIZF E R P
W 4 HIH BTG ATEI AN ), which lists four types of illegal collection and usage of personal
information, including “illegally processing personal information of users by the App and the

ER T3

SDK,” “setting up obstacles and frequently harassing users,” “cheating and misleading users”

and “inadequate implementation of application distribution platforms’ responsibilities.”
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On August 22, 2019, the CAC issued the Provisions on the Cyber Protection of Children’s
Personal Information ( {5 FE (A (5 E44% R4 E) ), which became effective on October 1,
2019 and applies to the collection, storage, use, transfer and disclosure of the personal
information of the minors under the age of 14, i.e. the children, via the internet. Where a
personal information processor collects or uses a child’s personal information, it shall
formulate special personal information processing rules and obtain the consent of the child’s
parents or other guardians.

REGULATIONS ON FOREIGN INVESTMENT
Restrictions on Foreign Investment

Pursuant to the Catalogue of Industries for Encouraged Foreign Investment (2022
Edition) (the “Catalogue”, ({5 & EF¥EH#) (2022/)), and the Special
Administrative Measures for Access of Foreign Investment (Negative List) (2021 Edition) (the
“Negative List”, (I & HEA RIS A HE( B TS ¥ (20214F)) ), both promulgated
jointly by the Ministry of Commerce (the “MOFCOM”, % A RALFIE FH5ER) and the
National Development and Reform Commission (the “NDRC”, B Z ¥ @A %2 ) and
became effective on January 1, 2023, and January 1, 2022, respectively, design, production and

retail of pan-entertainment are permitted on foreign investment.
The PRC Foreign Investment Law

On March 15, 2019, the SCNPC approved the Foreign Investment Law of the PRC (
#E N RALFIE S 2 E 1) ), and on December 26, 2019, the State Council promulgated the
Implementing Rules of the Foreign Investment Law ( 3 A RN E 4h i 43 & B it ok
%) ), or the Implementing Rules, to further clarify and elaborate the relevant provisions of the
Foreign Investment Law. The Foreign Investment Law and the Implementing Rules both took
effect on January 1, 2020 and replaced three previous major laws on foreign investments in
China, namely, the Sino-foreign Equity Joint Venture Law ( ¥ A R LA B oM G & 488
23%) ), the Sino-foreign Cooperative Joint Venture Law ( {3 A\ RILFNE oG VELS &
27%5) ) and the Wholly Foreign-owned Enterprise Law ( (3 A RILFESMNE A 2E7L) ),
together with their respective implementing rules. Pursuant to the Foreign Investment Law,
“foreign investments” refer to investment activities conducted by foreign investors (including
foreign natural persons, foreign enterprises or other foreign organizations) 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. The
Implementing Rules introduce a see-through principle and further provide that foreign-invested
enterprises that invest in the PRC shall also be governed by the Foreign Investment Law and

the Implementing Rules.
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Regulations on M&A and Overseas Listings

Pursuant to the Regulations on Mergers and Acquisitions of Domestic Enterprises by
Foreign Investors (2009 Revision) (the “M&A Rules”, B 5N 1 & 35 B A 2E AT AR
FE) (200918%])), which was promulgated by the MOFCOM on August 8, 2006 and became
effective on September 8, 2006, and was last amended and became effective on June 22, 2009,
Foreign Investors must comply with the M&A Rules when they purchase equity interests of a
domestic company or subscribe the increased capital of a domestic company and thus changing
the nature of the domestic company into a foreign invested enterprise; or when the foreign
investors establish a foreign invested enterprise in China, purchase the assets of a domestic
company and operate the asset; or when the foreign investors purchase the asset of a domestic
company, establish a foreign invested enterprise by injecting such assets and operate the assets.
The M&A Rules requires companies with special purpose of overseas listing through
acquisitions of PRC domestic companies, which are controlled directly or indirectly by PRC
companies or individuals, to obtain the approval of the CSRC prior to publicly listing and
trading of such securities on an overseas stock exchange.

The Trial Administrative Measures of Overseas Securities Offering and Listing by
Domestic Companies and five supporting guidelines (the “Overseas Listing Trial Measures”,
RN AN TR A BT MEE T A ) K RTARIE$SE5]) promulgated by the CSRC
on February 17, 2023 and became effective on March 31, 2023. The Overseas Listing Trial
Measures require, among others, that PRC domestic companies that seek to initially offer and
list securities in overseas markets, either directly or indirectly, file the required documents with

the CSRC after its application for overseas listing is submitted.

On February 24, 2023, the CSRC released the Provisions on Strengthening
Confidentiality and Archives Administration in Respect of Overseas Issuance and Listing of
Securities by Domestic Enterprises (the “Confidentiality Provisions”, B Jiis5@ 5% A b 258
AINEEAT e S5 A0 T AR B AR RS R TAERIREE ) ), which became effective on March 31,
2023. Pursuant to the Confidentiality Provisions, domestic joint-stock enterprises listed in
overseas markets via direct offering and domestic operational entities of enterprises listed in
overseas markets via indirect offering must obtain approval and complete filing or other
requirements before they publicly disclose any documents and materials that contain state
secrets or government work secrets or that, if divulged, will jeopardize China’s national
security or public interest, or before they provide such documents or materials to entities or
individuals such as securities companies, securities service providers and overseas regulators.

Regulations on Foreign Exchange

According to the Foreign Currency Administration Rules of the People’s Republic of
China (2008 Revision) ( < A RILANESMERE FL]) (2008157%])) promulgated by the
State Council on January 29, 1996 and last amended and became effective on August 5, 2008
and the Regulations on the Administration of Foreign Exchange Settlement, Sale and Payment
( CH5NE ~ BB S ATREE BRI E ) ), which was promulgated by the People’s Bank of China on
June 20, 1996 and became effective on July 1, 1996, RMB is convertible into other currencies
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through their foreign exchange bank account for the purpose of current account items, such as
trade related receipts and payments, payment of interest and dividends. The conversion of
RMB into other currencies and remittance of the converted foreign currency outside the PRC
for the purpose of capital account items, such as direct equity investments, loans and
repatriation of investment, requires the prior approval from the State Administration of Foreign
Exchange (the “SAFE”, BIZRAMEEIF) or its local counterparts. For foreign exchange
proceeds under the capital accounts, approval from the SAFE is required for its retention or
sale to a financial institution engaging in settlement and sale of foreign exchange, except where
such approval is not required under the relevant rules and regulations of China. Generally,
foreign invested enterprises may convert RMB into foreign currencies and remit them out of
the PRC without the prior approval of the SAFE under the two following circumstances: (a)
when an enterprise needs to settle current account items in foreign currencies; and (b) when an
enterprise needs to distribute dividends to its foreign shareholders.

In accordance with the Circular of SAFE on Further Improving and Adjusting Foreign
Exchange Administration Policies for Direct Investment ( €[B %<4 ife 45 3 ) B i 48— 25 2logEFn
T H R EINEE EORAYHA) ) (hereinafter referred to as “Circular 59”) which was
promulgated by SAFE on November 19, 2012, became effective on December 17, 2012, and
was last amended on December 30, 2019, approval is not required for the opening of an account
entry in foreign exchange accounts under direct investment. Circular 59 also simplifies the
capital verification and confirmation formalities for foreign invested enterprises (the “FIEs”)
and the foreign capital and foreign exchange registration formalities required for the foreign
investors to acquire equities from Chinese party, and it further improve the administration on
exchange settlement of FIEs.

According to the Notice of the SAFE on Further Simplifying and Improving the Foreign
Exchange Management Policies for Direct Investment ( <[5 7 & £ J5 B it 3 — 25 i {L Fn
PO H AR E SNEE FRIBOR YA ) (hereinafter referred to as “Circular 13”), which was
promulgated by the SAFE on February 13, 2015 and came into effect on June 1, 2015, and was
amended on December 30, 2019, the foreign exchange registration under domestic direct
investment and the foreign exchange registration under overseas direct investment are directly
reviewed and handled by banks in accordance with the Circular 13. The SAFE and its branches
shall perform indirect regulation over the foreign exchange registration via banks.

According to the Circular on Relevant Issues Relating to Domestic Resident’s
Investment and Financing and Roundtrip Investment through Special Purpose Vehicles ( ([
AN Ry B 35 A R A8 R Ik B R 2% RS A Rl SRR AR A PR A ) R A
1) ) (hereinafter referred to as “Circular 37”), which was promulgated on July 4, 2014 and
came into effect on the same day, states that (i) a PRC resident, including a PRC resident
natural person or a PRC legal person, shall register with the local branch of the SAFE before
it contributes the assets of or its equity interests into a special purpose vehicle for the purpose
of investment and financing; and (ii) when the special purpose vehicle undergoes changes of
basic information, such as changes in PRC resident natural person shareholder, name or
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operating period, or occurrence of a material event, share capital of a PRC resident natural
person, performance of merger or split, the PRC resident shall register such changes with the
local branch of the SAFE in a timely manner.

The Notice of the State Administration of Foreign Exchange on Reforming the
Administration of Foreign Exchange Settlement of Capital of Foreign-invested Enterprises
( KB FRHNEE PR B A e A1 i 45 A 2E IMHE AR 4 4 B A 1y s ) ) (hereinafter
referred to as “Circular 19”) was promulgated by SAFE on March 30, 2015, came into effect
on June 1, 2015 partially repealed on December 30, 2019 and partially amended by the Notice
of the State Administration of Foreign Exchange of Policies for Reforming and Regulating the
Control over Foreign Exchange Settlement under the Capital Account ( <[ ZZ4Mife 5 34 ) B A
DA TR A T 465 R A FRIBOR A48 1) ) promulgated by SAFE on June 9, 2016. Circular
19 superseded the Notice from the State Administration of Foreign Exchange on Reforming the
Administration Method of Settlement of Foreign Exchange Capitals of Foreign-invested
Enterprises (BRI TE & HP 1 AR AP HE EEAS 8 3] 45 M8 BRAT B SE 5 1A R R 0D )
(hereinafter referred to as “Circular 142”) from the effective date. Circular 19 specifies that
foreign exchange settlement by foreign-invested enterprise is subject to supervision under
foreign exchange settlement policies, and cancels certain foreign exchange restrictions under
Circular 142. However, Circular 19 restates that the use of capital of foreign invested
enterprises should follow the principle of truthfulness and self-use within the business scope

of an enterprise.

In accordance with the Notice from the State Administration of Foreign Exchange on
Reforming and Regulating the Policies of Administration of Foreign Exchange
Settlement for Capital Items ( B ZAEAE B =y B 7 OO R KR 0 AR T 4% R 4 L LB )
1) ) (hereinafter referred to as “Circular 16”) which was promulgated by the State
Administration of Foreign Exchange on June 9, 2016 and came into effect on the same date,
an enterprise registered in China may, at its sole discretion, convert its foreign debts in a
foreign currency to RMB. Circular 16 provides a unified standard for foreign exchange under
capital items (including but not limited to foreign currency capital and foreign debt) which may
be convertible at the sole discretion of the enterprise. Such standard is applicable to all
enterprises registered in the PRC. In addition, Circular 16 restates that, unless otherwise
specified, an enterprise shall not directly or indirectly use RMB funds obtained as a result of
conversion of foreign currency funds, for purposes outside the business scope, or for securities
investment and investments wealth management other than capital protected products of banks
in China. Moreover, except within the business scope, RMB funds obtained as a result of
conversion shall not be used as loans to non-related companies; save for investment in a real
estate enterprise, RMB funds obtained as a result of conversion shall not be used for
construction or purchase of real estate which will not be used by the enterprise.

On October 23, 2019, the State Administration of Foreign Exchange released the Notice
of the State Administration of Foreign Exchange on Further Promoting the Facilitation of
Cross-border Trade and Investment ( B{Z /NS B 5 Bt i — LS 5 B 5 # G AL
%8 %) ), according to which, besides foreign-invested enterprises engaged in investment
business, non-investment foreign-invested enterprises are also permitted to make domestic
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equity investments with their capital funds in accordance with the laws 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 Notice of the SAFE on Optimizing Foreign
Exchange Administration to Support the Development of Foreign-related Business ( €[ 4h
5 3L B A P AL D R/ 3 S R v 1 SE 5 88 R A48 K1) ), issued by the State Administration of
Foreign Exchange on April 10, 2020, 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 submitting the evidentiary materials concerning authenticity of
such capital for banks in advance; provided that their capital use is authentic and in compliance
with administrative regulations on the use of income under capital accounts. The bank in
charge shall follow the principle of prudential business development to manage and control
relevant business risks, and conduct post spot checking on the facilitation of payment for the

income under capital accounts in accordance with relevant requirements.

In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign
Exchange Administration for Domestic Individuals Participating in Stock Incentive Plans of
Overseas Publicly-Listed Companies ([ ¢4 3R BRI 55 A0\ 2 BLEE A |7 23 m) i
OB E S E A A B R ED) ) (the “Stock Option Rules”). In accordance with the
Stock Option Rules and relevant rules and regulations, PRC citizens or non-PRC citizens
residing in China for a continuous period of not less than one year, who participate in any stock
incentive plan of an overseas publicly listed company, subject to a few exceptions, must
register with SAFE through a domestic qualified agent, which could be a PRC subsidiary of
such overseas listed company, and complete certain procedures. In addition, the State Taxation
Administration of the PRC has issued circulars concerning employee share options or restricted
shares. Under these circulars, employees working in the PRC who exercise share options, or
whose restricted shares vest, will be subject to PRC individual income tax. The PRC
subsidiaries of an overseas listed company have obligations to file documents related to
employee share options or restricted shares with relevant tax authorities and to withhold
individual income tax of these employees related to their share options or restricted shares. If
the employees fail to pay, or the PRC subsidiaries fail to withhold, their individual income tax
in accordance with relevant laws, rules and regulations, the PRC subsidiaries may face

sanctions imposed by the tax authorities or other PRC government authorities.
REGULATIONS ON LABOR
Regulations on Employment

According to the Labor Law of the People’s Republic of China (2018 Amendment) ( {*
e N RALAIE 458 1%) (201848 1F)) promulgated by the SCNPC on July 5, 1994 that became
effective on January 1, 1995, and last amended and became effective on December 29, 2018,
workers are entitled to fair employment, choice of occupation, labor remuneration, leave, a safe
workplace, a sanitation system, social insurance and welfare and certain other rights. The
working time for workers may not exceed eight hours per day and no more than 44 hours per
week on average. Employers shall establish and improve their work safety and sanitation
system, educate employees on safety and sanitation, and provide employees with a working
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environment that meets the national work safety and sanitation standards. Enterprises and
institutions shall establish and improve their system of workplace safety and sanitation, strictly
abide by state rules and standards on workplace safety, educate laborers in labor safety and
sanitation in China. Labor safety and sanitation facilities shall comply with state-fixed
standards.

Pursuant to the Labor Contract Law of the People’s Republic of China (2012 Amendment)
(the “Labor Contract Law”) ( (F#EARIMBIZFEGFFEIE) (2012181E)), which was
promulgated by the SCNPC on June 29, 2007, amended on December 28, 2012 and became
effective on July 1, 2013, labor contracts shall be concluded in writing if labor relationships
are to be or have been established between enterprises or institutions and the laborers.
Enterprises and institutions are forbidden to force laborers to work beyond the time limit and
employers shall pay laborers for overtime work in accordance with the laws and regulations.
In addition, labor wages shall not be lower than local standards on minimum wages and shall
be paid to laborers in a timely manner.

The Employment Promotion Law of the People’s Republic of China (2015 Amendment)
( (R#ENRILAMBE L) (201551E)), which was promulgated by the SCNPC on
August 30, 2007, amended and became effective on April 24, 2015, requires that individuals
have equal employment opportunities, both in hiring and in employment terms, without
discrimination on the basis of ethnicity, race, gender, religious belief, communicable disease
or rural residence. Under this law, companies are also required to provide employees with
vocational training. Administrative authorities at the county level or above are responsible for

implementing policies to promote employment.
Social Insurance and Housing Provident Fund

In accordance with the Social Insurance Law of the People’s Republic of China (2018
Revision) ( (3N RILFEAERETE) (201815%])) which was promulgated by the
SCNPC on October 28, 2010 and was latest amended on December 29, 2018, with the latest
revision effective on the same date, employers are required to contribute, on behalf of their
employees, to a number of social security funds, including funds for basic pension insurance,
unemployment insurance, basic medical insurance, occupational injury insurance, and
maternity insurance. Employers failed to promptly contribute social security premiums in full
amount shall be ordered by the social security premium collection agency to make or
supplement contributions within a stipulated period, and shall be subject to a late payment fine
computed from the due date at the rate of 0.05% per day; where payment is not made within
the stipulated period, the relevant administrative authorities shall impose a fine ranging from
one to three times the amount of the amount in arrears.

In accordance with the Regulations on the Administration of Housing Provident Fund
(2019 Revision) ( {fEFEAELEHAEH]) (2019457%])) which was promulgated by the State
Council on April 3, 1999, and was latest amended on March 24, 2019, with the latest revision
effective on the same date, an employer shall make registration of contribution to the housing
provident fund with the housing provident fund management center, and go through the
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formalities of opening housing provident fund accounts on behalf of its employees. And an
employer fails to undertake contribution registration of housing provident fund or fails to go
through the formalities of opening housing provident fund accounts for its employees, the
housing provident fund management center shall order it to go through the formalities within
a prescribed time limit; where failing to do so at the expiration of the time limit, a fine of not
less than RMB 10,000 nor more than RMB50,000 shall be imposed. An employer is overdue in
the contribution of, or underpays, the housing provident fund, the housing provident fund
management center shall order it to make the contribution within a prescribed time limit; where
the contribution has not been made after the expiration of the time limit, an application may

be made to a people’s court for compulsory enforcement.
REGULATIONS IN RELATION TO TAX
Enterprise Income Tax

In accordance with the EIT Law which was promulgated by the SCNPC on March 16,
2007, and was latest amended on December 29, 2018, with the latest revision effective on the
same date and the Implementation Regulations for the Enterprise Income Tax Law of the
People’s Republic of China ( (H3EANRILFIEMEFBBILE MG ) which was
promulgated by the State Council on December 6, 2007, and was latest amended on April 23,
2019, with the latest revision effective on the same date, a uniform income tax rate of 25% will
be applied to resident enterprises and non-resident enterprises that have established institutions
and premises in China. Besides, enterprises established within the PRC, enterprises established
in accordance with the laws of other judicial districts whose “de facto management bodies” are
within the PRC are considered “resident enterprises” and subject to the uniform 25% enterprise
income tax rate for their income derived from both inside and outside the PRC. Corporate
income tax for key advanced and new technology enterprises supported by PRC shall be at a
reduced tax rate of 15%.

In accordance with the Administrative Measures on Accreditation of High-tech
Enterprises ( {mfiefii 3£ € EHH#E) ) which was promulgated by the Ministry of
Science and Technology, the Ministry of Finance and the State Administration of Taxation on
April 14, 2008 and amended on January 29, 2016 and came into effect on January 1, 2016,
high-tech enterprises referred to in these Measures shall mean resident enterprises registered
in mainland China (excluding Hong Kong SAR, Macau SAR and Taiwan) which are
continuously engaging in research and development and technology commercialization within
the realm of the Regions of Advanced Technologies Strongly Supported by PRC, forming the
core independent intellectual property of the enterprise, and carrying out business activities on
such basis, which accredited pursuant to these Measures may declare and claim tax incentives
pursuant to the EIT Law and its Implementation Regulations, the Administrative Law of the
People’s Republic of China on the Levying and Collection of Taxes, the Implementation
Regulations for the Law of the People’s Republic of China on Administration of Tax Collection

( e N RN B EUCE AL B MEAIAI) ) etc. Upon obtaining the qualification as a
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high-tech enterprise, the enterprise shall complete tax reduction and exemption formalities
with the tax authorities in charge and the qualifications of an accredited high-tech enterprise
shall be valid for three years from the date of issuance of the certificate.

Value-added Tax

In accordance with the Provisional Regulations of the People’s Republic of China on
Value-added Tax (2017 Revision) ( (P AN RILHIE B EBE 70 H]) (2017187T)) which
was promulgated by the State Council on December 13, 1993, and was latest amended on
November 19, 2017, with the latest revision effective on the same date, the Detailed Rules for
the Implementation Rules for the Provisional Regulations the People’s Republic of China on
Value-added Tax (2011 Revision) ( 3\ B FAN B8 (BB E AT 06 01 EOMEAR ) (20114E83T))
which was promulgated by the Ministry of Finance (J/H(i%B) on December 25, 1993, and was
latest amended on October 28, 2011, with the latest revision effective on November 1, 2011,
In accordance with the Decisions on Abolishing the PRC Provisional Regulations on Business
Tax and Amending the PRC Provisional Regulations on Value-Added Tax ( <[B% [ B A g% 1E
<H I N RN B B AT R > A Ble< b 2 N RACFN B S (E R AT R B> A9 R 7€) ) which
was promulgated by the State Council and effective on November 19, 2017 and the Notice of
the Ministry of Finance and the State Administration of Taxation on the Adjustment to VAT
Rates ( CHFECHR ~ Bis 48 e B s B B (EBIBL 24 A1) ) which was promulgated by the
Ministry of Finance and the State Administration of Taxation on April 4, 2018 and came into
effect on May 1, 2018, entities and individuals selling goods, services and intangible assets in
the People’s Republic of China VAT taxpayers and shall pay VAT. Taxpayers selling services
and intangible assets are subject to a tax rate of 6%, except in particular circumstances. If a
taxpayer is engaged in sale subject to VAT at the previously applicable rate of 17%, the tax rate
is reduced to 16%. In accordance with the Announcement on Policies for Deepening the VAT
Reform ( CBHRRACIEEBSCEA BEOR A1) ) which was issued by the Ministry of
Finance, State Taxation Administration and General Administration of Customs on March 20,
2019 and came into effect on April 1, 2019, if a general VAT taxpayer is engaged in a VAT
taxable sale or imports goods at the previously applicable rate of 16%, the tax rate is reduced
to 13%.

Urban Maintenance and Construction Tax

In accordance with Urban Maintenance and Construction Tax Law of People’s Republic
of China ( H#E A\ BN B 4 i 4t e 5% i) ) which was promulgated by the SCNPC on
August 11, 2020 and came effect on September 1, 2021 and the Notice of the State Council on
Harmonizing the Urban Maintenance and Construction Tax and Educational Surcharges for
Chinese and Foreign-funded Enterprises and Individuals ( BBt Bk &t — NS E A SEFN
NI T R A B AN R B B BE R4 %0) ) which was promulgated by the State Council
on October 18, 2010 and latest effective on December 1, 2010, entities and individuals which
are subject to consumption tax and VAT shall pay urban maintenance and construction tax. The
tax rate is 7% for a taxpayer who is domiciled in a downtown area, and 5% for a taxpayer who
is domiciled in a county or town, and 1% for a taxpayer who is domiciled outside a downtown

area, county or town.
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OUR HISTORY
Overview

We are a leader of assembly character toys in China. Our history traces back to December
2014, when Mr. Zhu, our founder, Chairman and chief executive officer, founded Bloks
Technology, the principal operating entity of the Group primarily engaging in the design,
research and development and sales of assembly toys.

The Company was incorporated in the Cayman Islands as an exempted company with
limited liability on July 28, 2021, and as a result of the Reorganization, the Company became
the offshore holding company of the current business of the Group. See “— Reorganization.”

Key milestones

The following sets out a summary of the key development milestones of the Group:

Year Milestone(s)

2014 Mr. Zhu founded Bloks Technology, the principal operating entity of the
Group.

2016 We started research and development of our brick-based toys.

2017 We launched the Magic Blocks, our self-developed IP, based on which we

rolled out brick-based toys.
2019 We started research and development of the assembly character toys.

2021 We were accredited as “High and New Technology Enterprise” by the
Shanghai Science and Technology Commission.

We entered into a license agreement and obtained the rights to design,
develop, produce and sell Ultraman assembly character toys.

2022 We launched our assembly character toys.
We launched Hero Infinity, our self-developed IP.

We were selected as the “National Intellectual Property Advantage
Enterprise” by the National Intellectual Property Administration.

2023 We obtained IP licenses in a large number of countries around the world from
the IP proprietors, which enabled us to offer assembly character toys in the

overseas markets.

We were selected as the “Shanghai Patent Work Demonstration Enterprise”
by the Shanghai Intellectual Property Administration.
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OUR PRINCIPAL SUBSIDIARIES

The following sets forth the information on our subsidiaries that have made material
contribution to our operating results during the Track Record Period.

Place of Date of
Subsidiaries incorporation incorporation Registered capital Principal activities
Bloks Technology .... PRC December 24, RMB300,000,000 Design, research and
2014 development and

sales of toys

Bloks Bricks .......... PRC March 1, 2019 RMB100,000,000 Design, research and
development and
sales of toys

OUR HISTORY AND MAJOR SHAREHOLDING CHANGE BEFORE
REORGANIZATION

Bloks Technology has been the principal operating entity of our Group since its
establishment. Bloks Technology was founded in the PRC by Mr. Zhu on December 24, 2014
with a registered capital of RMB10,000,000. Upon establishment, Bloks Technology was
owned as to 92% by Mr. Zhu and 8% by Mr. Lin Taijun (}£Z87H) (“Mr. Lin”), respectively.

From August 2015 to February 2018, Bloks Technology underwent a series of capital
increase and equity transfers, whereby Mr. Sheng Xiaofeng (M) (“Mr. Sheng”), our
executive Director and president became a shareholder, and Ningbo Shengteng Investment
Management Partnership (Limited Partnership) (ZEHEBEHEEMSEEEHEREY))
(“Ningbo Shengteng”) was set up for employee equity incentive platform. Upon completion
of such capital increase and equity transfers, Bloks Technology was owned as to 81% by Mr.
Zhu, 15% by Ningbo Shengteng, 3% by Mr. Sheng and 1% by Mr. Lin, respectively. In
November 2018, Mr. Lin transferred all his equity interests in Bloks Technology to Mr. Sheng,
and in November 2020, Mr. Sheng subsequently transferred the same equity interests to Mr.
Huang Zheng (F ) (“Mr. Huang”), our vice president.

From February 2018 to April 2021, Bloks Technology has undertaken a series of capital

increases and equity transfers to raise capital and/or to expand shareholder base, details of
which are set forth as follows.
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Series Angel Investment

Pursuant to the capital increase agreements among the following series angel investors
(each a “Series Angel Investor”), Bloks Technology and its then shareholders dated February
26, 2018, October 18, 2018, May 10, 2019, November 22, 2019 and March 2, 2020,
respectively, the Series Angel Investors and Mr. Zhu agreed to subscribe for an increased
registered capital of RMBS§,009,808 to be issued by Bloks Technology at an aggregate
consideration of RMB857,000,000 (the “Series Angel Investment”). The respective
subscription amount and consideration paid by the Series Angel Investors and Mr. Zhu in the

Series Angel Investment were as follows:

Registered
Capital Consideration
Subscribers Subscribed for Paid
(RMB) (RMB)

February 26, 2018

Mr. Lin Qi (FRED)™ 1,000,000 100,000,000
Mr. Chen Weirui (BRAESR). ..., 1,000,000 100,000,000
Hangzhou Jinyi Chuangpin Equity Investment

Partnership Enterprise (Limited Partnership) (HT

MR BEHER E S B REHREE))

(“Jinyi Chuangpin™)........................o. 400,000 40,000,000
Mr. Qi Dahong (BFKZ) P .. 100,000 10,000,000
Xinyu Bowen Investment Management Center

(Limited Partnership) GHI#R 8 SCHCE & LG

(AMA%)) (“Bowen Investment™) ............... 200,000 20,000,000
Mr. Zhu®™ 1,300,000 130,000,000

October 18, 2018
Bowen Investment.............ooouiiiiiiiiin... 131,613 15,000,000
Hangzhou Zheyi Investment Partnership Enterprise

(Limited Partnership) (FUH #HRIE G H B

(A FRE%)) (“Zheyi Investment™)™® .......... ... 175,484 20,000,000
Mr. Qi Dahong..............cooiiiii 87,742 10,000,000
Mr. Chen Libiao (FEAEE)S . ... ... 526,452 60,000,000
Mr. Jin Xudong (BMEH) ... 175,484 20,000,000

May 10, 2019
Jinyli Chuangpin ... 614,194 70,000,000
Shanghai Junjin Investment Management Co., Ltd.

(LR ESCEE A R F) (“Junjin

Investment”) ............... ... 438,710 50,000,000
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Registered
Capital Consideration
Subscribers Subscribed for Paid
(RMB) (RMB)

November 22, 2019
SinoMedia Advertising Co., Ltd. (F# & E 54
FRZSF]) (“SinoMedia Advertising”) .............. 1,070,451 122,000,000

Jinyi

Chuangpin ... 350,968 40,000,000

March 2, 2020

Mr. Chen Weirti .............oooiiiiiii i 350,968 40,000,000
Mr. Chen Libiao ..., 87,742 10,000,000
Total...... ... . 8,009,808 857,000,000
Notes:

(2)

(3)

“

(5)

Such equity interest was inherited by the children of Mr. Lin Qi, and was subsequently transferred to
Mr. Jin Xudong on April 16, 2021 at the consideration of RMB146,680,300.

Mr. Qi Dahong, the brother of Mr. Qi Daqing (B KE), acted as a nominal shareholder and held such
beneficiary interest in Bloks Technology on behalf of Mr. Qi Daqing.

Pursuant to the capital increase agreement dated July 29, 2020 in the Series Pre-A Investment, Suzhou
Yuanming Venture Capital Center (Limited Partnership) (B8JH VA AIZEHRE .0 (HREE)) (“Suzhou
Yuanming”) and Suzhou Yuanqi Equity Investment Center (Limited Partnership) (&N IERUBAER &
L(EMRAY)) (“Suzhou Yuanqi”) were granted an option to acquire the registered capital of Bloks
Technology which was subscribed for by Mr. Zhu in the Series Angel Investment, at 70% of the cost per
RMBI1.00 registered capital of Bloks Technology they subscribed for in the Series Pre-A Investment,
provided that the total consideration payable by Suzhou Yuanming and Suzhou Yuanqi shall not exceed
RMB100,000,000. On March 1, 2021, Suzhou Yuanming and Suzhou Yuanqi exercised such option in
full and acquired the registered capital of RMB752,068 and RMB501,379 from Mr. Zhu, at the
consideration of RMB60,000,000 and RMB40,000,000, respectively.

On August 15, 2019, the registered capital of RMB175,484 held by Zheyi Investment was transferred
to Hangzhou Jinyi Maibang Investment Partnership (Limited Partnership) (Wi &S 2B E R B %
(A FRAE%)) (“Jinyi Maibang”) at the consideration of RMB20,000,000.

Mr. Chen Libiao transferred the registered capital of RMB438,710 out of the registered capital of

RMB526,452 held by him to Mr. Yao Rongjun (Bk%5#) (“Mr. Yao”) at the consideration of
RMB50,000,000 on May 6, 2019.
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Series Pre-A Investment

Pursuant to the capital increase agreements among the following series Pre-A investors
(each a “Series Pre-A Investor”), Bloks Technology and its then shareholders dated July 29,
2020 and November 29, 2020, the Series Pre-A Investors and Mr. Zhu agreed to subscribe for
an increased registered capital of RMB2,895,484 to be issued by Bloks Technology at an
aggregate consideration of RMB330,000,000 (the “Series Pre-A Investment”). The respective
subscription amount and consideration paid by the Series Pre-A Investors and Mr. Zhu in the

Series Pre-A Investment were as follows:

Registered
Capital Consideration
Subscribers Subscribed for Paid
(RMB) (RMB)

July 29, 2020
Suzhou Yuanming ...............coooiiiiiiiiii . 526,451 60,000,000
Suzhou Yuanqi .........oooviiiiiiiiiiiiiiii e 350,968 40,000,000

November 19, 2020
Suzhou Junjunde Equity Investment, L.P. (B

BRIBBHELLE BB R REH)) (“Suzhou

Junjunde™) ... 1,316,129 150,000,000
Beijing Gaorong Phase IV Kangteng Equity

Investment Partnership (L.P.) (b mT = Y B

eI i SR (ARG 4)) (“Beijing

Gaorong”) ... ... 372,903 42,500,000
Chengdu Tianfu New District Gaorong Phase 1V

Kangyong Investment Partnership (Limited

Partnership) (ST R B I = 4 DU Rk 4 &

EBACEEREY)) (“Chengdu Gaorong”) ... 65,807 7,500,000
Mr. Zhu' 263,226 30,000,000
Total. ... 2,895,484 330,000,000
Note:

(1)  On March 1, 2021, Mr. Zhu entered into an equity transfer agreement with Hangzhou Wenqu Equity
Investment Partnership (Limited Partnership) (BU/HCHiBEHER G G B AEERAH)) (“Hangzhou
Wenqu”), pursuant to which Hangzhou Wenqu acquired the registered capital of Bloks Technology of
RMB250,689 from Mr. Zhu at a consideration of RMB20,000,000. Such equity interests were
subsequently re-designated as Series Angle Preferred Shares in our Company.
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Series A Investment

Pursuant to the capital increase agreement among the following series A investors (each
a “Series A Investor”), Bloks Technology and its then shareholders dated April 24, 2021, the
Series A Investors agreed to subscribe for an increased registered capital of RMB3,718,661 to

be issued by Bloks Technology at an aggregate consideration of RMB599,999,631 (the “Series

A Investment”). The respective subscription amount and consideration paid by the Series A

Investors in the Series A Investment were as follows:

Registered
Capital Consideration
Subscribers Subscribed for Paid
(RMB) (RMB)
Hainan Yunfeng Tuoyuan Fund Center (Limited

Partnership) (R E&EHEE ST OEREY))

(“Yunfeng Tuoyuan™) ......................ooee... 2,055,679 331,680,312
Suzhou Yuanming ..............ocoiiiiiiiiiniianniiiiin. 200,359 32,327,584
Suzhou Junjunde ... 200,359 32,327,584
Beijing Junlian Shengyuan Equity Investment

Enterprise (Limited Partnership) (365 Bk 3 i

ERER & B B A BREH)) (“Beijing

Junlian™).............. 801,438 129,310,659
Beijing Gaorong ..........ccoiiiiiiiiiii 136,244 21,982,738
Chengdu Gaorong .......c.cvvviiiiiiiiiieeenniiiiiinnn. 24,043 3,879,297
Jinyi Chuangpin ... 40,072 6,465,549
Hangzhou Xinshan Investment Management Co.,

Ltd. (WU & B ABR A7) (“Hangzhou

Xinshan™)...........oo 200,359 32,327,584
Mr. Qi Dahong..........oooiiiiiii 60,108 9,698,324
Total. ... 3,718,661 599,999,631
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Furthermore, pursuant to the equity transfer agreements entered into among the Series A
Investors and the then shareholders of Bloks Technology set out below dated April 24, 2021,
certain Series A Investors agreed to acquire registered capital of Bloks Technology in a total
amount of RMB1,465,773 from certain of the then shareholders of Bloks Technology at an
aggregate consideration of RMB214,999,988, the details of which are set out as follows:

Registered

Capital Consideration

Selling Shareholder Series A Investor Subscribed for Paid
(RMB) (RMB)

Mr. Jin Xudong.............. Beijing Gaorong 81,928 12,017,224
Mr. Jin Xudong.............. Beijing Junlian 481,928 70,689,343
Mr. Jin Xudong.............. Chengdu Gaorong 14,458 2,120,704
Mr. Jin Xudong.............. Hangzhou Xinshan 120,482 17,672,336
Mr. Jin Xudong.............. Jinyi Chuangpin 24,096 3,534,408
Mr. Jin Xudong.............. Mr. Qi Dahong 36,144 5,301,613
Mr. Jin Xudong.............. Suzhou Junjunde 120,482 17,672,336
Mr. Jin Xudong.............. Suzhou Yuanming 120,482 17,672,336
Mr. Chen Libiao............. Yunfeng Tuoyuan 175,484 25,740,046
Mr. Huang .................... Yunfeng Tuoyuan 27,270 3,999,972
Mr. Sheng ..., Yunfeng Tuoyuan 27,270 3,999,972
Ningbo Shengteng........... Yunfeng Tuoyuan 235,749 34,579,698
Total .......................... 1,465,773 214,999,988
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Set forth below is shareholding information of Bloks Technology immediately following

the completion of the Series Angel Investment, Series Pre-A Investment and Series A

Investment:

Amount of

Registered Shareholding
Name of Shareholder Capital Percentage

(RMB)

M. ZhU o 24,359,090 54.59%
Ningbo Shengteng ...........coooiiiiiiiiiiiiiiiiin, 4,264,251 9.56%
Yunfeng Tuoyuan ...........cooooiiiiiiiiiiiinnn. 2,521,452 5.65%
Suzhou Junjunde.............oooiiii 1,636,970 3.67%
Suzhou Yuanming ...........ccooviiiiiiiiiiiiiiiin... 1,599,360 3.58%
Jinyi Chuangpin ... 1,429,330 3.20%
Mr. Chen Weirti .........oooiiiiiiiii i 1,350,968 3.03%
Beijing Junlian................. 1,283,366 2.88%
SinoMedia AdVertising ..........ccooiiiiiiiiieeieiiinn. 1,070,451 2.40%
Mr. Sheng.....ooooiiiiii 872,730 1.96%
Suzhou Yuanqi .......c.cvvviiiiiiiiiiiiiiii 852,347 1.91%
Beijing Gaorong ..........cooiiiiiiiii 591,075 1.32%
Junjin Investment......... ..., 438,710 0.98%
ML YA0 oo 438,710 0.98%
Bowen Investment.............oooiieiiieiinnin... 331,613 0.74%
Hangzhou Xinshan ..., 320,841 0.72%
Mr. Qi Dahong..........oooiiiiii 283,994 0.64%
Mr. Huang ... 272,730 0.61%
Hangzhou Wenqu ... 250,689 0.56%
Mr. Jin Xudong ... 175,484 0.39%
Jinyi Maibang ... 175,484 0.39%
Chengdu Gaorong ........ccevviiiiiiiiiieeeniiiiiiiinn. 104,308 0.23%
Total............oooi 44,623,953 100.00 %
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The Reorganization involved the following steps:
1. Incorporation of our Company and offshore holding companies

Our Company was incorporated as an exempted company with limited liability in the
Cayman Islands on July 28, 2021. The authorized share capital of our Company was
US$50,000 divided into 500,000,000 Shares with a nominal value of US$0.0001 each. At the
time of incorporation, our Company allotted and issued 100 Ordinary Shares to Next Bloks,
100 Ordinary Shares to Smart Bloks, 1 Ordinary Share to ShawnXF Limited, 1 Ordinary Share
to Bloks Is Coming Limited and 1 Ordinary Share to Way Elegance Limited (“Way
Elegance”), representing 49.26%, 49.26%, 0.49%, 0.49% and 0.49% of the then issued share
capital of our Company, respectively.

Bloks Holding was incorporated in the BVI on August 10, 2021 and became a
wholly-owned subsidiary of our Company. China Bloks was incorporated in Hong Kong on
August 31, 2021 and became a wholly-owned subsidiary of Bloks Holding.

2. Capital reduction of Bloks Technology

Pursuant to the resolutions of the shareholders of Bloks Technology dated August 5, 2021
and the capital reduction agreement entered into among Bloks Technology and all of its
shareholders dated August 5, 2021, Bloks Technology reduced its registered capital from
RMB44,623,953 to RMB30,823,118 (the “Onshore Capital Reduction”) and repurchased the
registered capital of RMB13,800,835 from the following shareholders (the “Onshore
Withdrawn Investors”) at the considerations set forth below.

Registered Registered

Capital Held Capital Held

before after
Name of Shareholder Reduction Reduction Consideration”
(RMB) (RMB) (RMB)
Yunfeng Tuoyuan ................ 2,521,452 Nil 400,000,000
Suzhou Junjunde ................. 1,636,970 Nil 199,999,920
Suzhou Yuanming................ 1,599,360 Nil 169,999,920
Jinyi Chuangpin.................. 1,429,330 Nil 159,999,957
Mr. Chen Weirui ................. 1,350,968 Nil 140,000,000
Beijing Junlian ................... 1,283,366 Nil 200,000,002
SinoMedia Advertising.......... 1,070,451 Nil 122,000,000
Suzhou Yuanqi ................... 852,347 Nil 80,000,000
Beijing Gaorong.................. 591,075 Nil 76,499,962
Junjin Investment ................ 438,710 Nil 50,000,000
Hangzhou Xinshan............... 320,841 Nil 49,999,920
Hangzhou Wenqu ................ 250,689 Nil 20,000,000
Mr. Jin Xudong .................. 175,484 Nil 24,480,000
Jinyi Maibang .................... 175,484 Nil 20,000,000
Chengdu Gaorong................ 104,308 Nil 13,500,001
Total ............................... 13,800,835 Nil 1,726,479,682
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Notes:

(1)  The consideration for the repurchased registered capital held by each of the Onshore Withdrawn
Investors was determined with reference to the initial investment cost of each of them in Bloks
Technology.

(2)  Out of the total consideration of RMB400,000,000 which was payable to Yunfeng Tuoyuan for reducing
the RMB2,521,452 registered capital of Bloks Technology, (i) RMB217,000,000 were paid by Bloks
Technology upon the completion of foreign exchange registration approval by Yunfeng Tuoyuan or its
designated affiliates and (ii) RMB 183,000,000 were payable upon exercise of Yunfeng Warrant. See “—
4. Allotment and issuance of Shares of our Company and issue of the Yunfeng Warrant to restore the
shareholding interests in Bloks Technology” below for further details.

Immediately following the completion of the Onshore Capital Reduction, the

shareholding structure of Bloks Technology is as follows:

Amount of
Registered Shareholding

Name of Shareholder Capital Percentage
(RMB)
M. ZhU oo 24,359,090 79.03%
Ningbo Shengteng ...........cooeviiiiiiiiiiiiiiiiinnn. 4,264,251 13.83%
Mr. Sheng.....oooviiiii i 872,730 2.83%
ML Ya0 oo 438,710 1.42%
Bowen Investment...............cooiiiiiiiiiiiiiii... 331,613 1.08%
Mr. Qi Dahong ... 283,994 0.92%
Mr. Huang ... 272,730 0.88%
Total..... .o 30,823,118 100.00%

3. Capital increase in Bloks Technology

On September 26, 2022, Bloks Technology issued registered capital of RMB311,345 to
Gaintex Investment Limited (“Gaintex”), which represented 1.00% of its enlarged registered
capital, at a consideration of RMB330,000. Such consideration was determined based on the
then appraised value of Bloks Technology by an independent professional valuer. Upon
completion of the above capital increase, the registered capital of Bloks Technology was
increased to RMB31,134,463.

4. Allotment and issuance of Shares of our Company and issue of the Yunfeng Warrant
to restore the shareholding interests in Bloks Technology

On July 25, 2022, our Company reclassified and re-designated a total of 74,275,760
unissued Shares of US$0.0001 each as 35,192,300 Series Angel Preferred Shares, 13,161,290
Series Pre-A Preferred Shares and 25,922,170 Series A Preferred Shares, respectively. On the
same date, our Company, the then shareholders of Bloks Technology, the Onshore Withdrawn
Investors (other than Mr. Chen Weirui) and/or their respective designated affiliates and Gaintex

- 139 -



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

HISTORY, DEVELOPMENT AND REORGANIZATION

entered into the share subscription agreement, pursuant to which our Company has agreed to
allot and issue, and the then shareholders of Bloks Technology, the Onshore Withdrawn
Investors (other than Mr. Chen Weirui) and/or their respective designated affiliates and Gaintex
have agreed to subscribe for, the Shares in the Company at the consideration (i) equivalent to
the consideration received in the Onshore Capital Reduction for the Onshore Withdrawn
Investors; or (ii) at nominal value per Share for the then shareholders of Bloks Technology, to
ultimately align their interest in our Company to their previous shareholding interest in Bloks
Technology. Mr. Chen Weirui, an Onshore Withdrawn Investor, decided not to take up his
entitlement of Shares in our Company due to personal reasons, and Gaintex agreed to subscribe
for such Shares at the consideration equal to the consideration received by Mr. Chen Weirui for
the capital reduction of Bloks Technology. On the same date, our Company also entered into
the warrant agreement with Yunfeng Tuoyuan, pursuant to which our Company has agreed to
issue a warrant to Yunfeng Tuoyuan for it or its designated affiliates to subscribe for an
aggregate of 5,767,820 Series A Preferred Shares (the “Yunfeng Warrant”).

Upon completion of the subscriptions under the share subscription agreement above and
assuming the Yunfeng Warrant was exercised in full, the shareholding structure of our
Company is set forth as follows:

Series Angel Series Pre-A Series A

Ordinary Preferred Preferred  Preferred
Name of Shareholder Shares Shares Shares Shares Total
Next Bloks™" ................. 110,639,460 - - - 110,639,460
Smart Bloks" ................ 11,155,990 - - - 11,155,990
First Prosperity(z) ............ 21,321,255 - - - 21,321,255
ShawnXF Limited™ ......... 4,363,650 - - - 4,363,650

Bloks Is Coming

Limited® ................... 1,363,650 - - - 1,363,650
Gaintex™..................... - 6,754,840 - - 6,754,840
Way Elegance® .............. - 2,193,550 - - 2,193,550
Mr. Qi Daging” ............. - 938,710 - 481,260 1,419,970
JYCP Holding Limited® ... - 7,703,230 - 320,840 8,024,070
JYMB Holding Limited® .. - 877,420 - - 877,420

Beihai Kmind Management
Consulting Limited
(“Beihai Kmind

Management

Consulting”)"” ........... - 2,193,550 - - 2,193,550
NAW Investment Co., Ltd.

(“NAWNID - 1,658,065 - - 1,658,065
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Series Angel Series Pre-A Series A
Ordinary Preferred Preferred  Preferred

Name of Shareholder Shares Shares Shares Shares Total

SinoMedia (Asia Pacific)
Company Limited
(“SinoMedia (Asia

Pacific)”)"® .............. - 5,352,255 - - 5,352,255
HFHI investment Limited

(“HFHI")"® ... - 1,253,445 - - 1,253,445
BlueCo Investment L.P.

(“BlueCo™) ' ............. - 6,267,235 4,387,095 1,604,205 12,258,535
IDEA GREAT LIMITED

(“Idea Great”)'>......... - - 6,580,645 8,021,035 14,601,680
Gaorong BLK Holding

Limited"'®.................. - ~ 2,193,550 1,283,365 3,476,915
Yunfeng Tuoyuan or its

designated affiliates'” ... - - - 5,767,8201"®  5767,820
Yunfeng Blocks

Management Limited

(“Yunfeng Blocks”)'" ... - - - 6,839,440 6,839,440
Hongshan Limited"®........ - - - 1,604,205 1,604,205
Total ........................... 148,844,005 35,192,300 13,161,290 25,922,170 223,119,765
Notes:

(2)

3)

)

(%)

(6)

(7

)]

Smart Bloks is wholly-owned by Mr. Zhu, our chairman and executive Director. Next Bloks is owned
as to 99% by Wit Bright Limited and indirectly owned as to 1% by Mr. Zhu. Wit Bright Limited is a
holding vehicle of the Wise Global Trust, a discretionary trust establised by Mr. Zhu.

First Prosperity is a platform holding the underlying incentive Shares under the Share Incentive Scheme.
A total of 21,321,255 Shares were reserved for the purpose of share incentive scheme pursuant to the
share subscription agreement dated July 25, 2022, and such Shares were allotted and issued to First
Prosperity on January 13, 2023.

ShawnXF Limited is wholly-owned by Mr. Sheng.

Bloks Is Coming Limited is wholly-owned by Mr. Huang.

Mr. Chen Weirui (as an Onshore Withdrawn Investor) decided not to take up the Shares of the Company
due to personal reasons, and the 6,754,840 Series Angel Preferred Shares corresponding to Mr. Chen
Weirui’s reduced interest of RMB1,350,968 in Bloks Technology was subscribed for by Gaintex.

Way Elegance is wholly-owned by Mr. Yao.

Mr. Qi Daqing is a brother of Mr. Qi Dahong. Mr. Qi Dahong acted as nominal shareholder of Bloks
Technology and held the beneficiary interests in Bloks Technology on behalf of Mr. Qi Daqing.

JYCP Holding Limited is wholly-owned by Jinyi Chuangpin, which is in turn owned by Mr. Jin Xudong
as to 55.4085%.
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(9)  JYMB Holding Limited is wholly-owned by Jinyi Maibang.

(10) Beihai Kmind Management Consulting is an affiliate designated by Junjin Investment to subscribe for
the Shares.

(11) NAW is wholly-owned by Fiona Wei, whose father owned 99% of the equity interest in Bowen
Investment.

(12) SinoMedia (Asia Pacific) is a same group company as SinoMedia Advertising.

(13) HFHI is a wholly-owned subsidiary of Hangzhou Wenqu.

(14) BlueCo is owned by Suzhou Yuanming and Suzhou Yuangqi.

(15) Idea Great is owned by Suzhou Junjunde and Beijing Junlian.

(16) Gaorong BLK Holding Limited is owned by Beijing Gaorong and Chengdu Gaorong.

(17)  Yunfeng Blocks is a wholly-owned subsidiary of Yunfeng Tuoyuan, which is designated thereby to
subscribe for the 6,839,440 Series A Preferred Shares corresponding to the consideration of
RMB217,000,000, being part of the total consideration for reducing registered capital of Bloks
Technology held by Yunfeng Tuoyuan.

(18) Representing an aggregate of 5,767,820 Series A Preferred Shares which Yunfeng Tuoyuan or its
designated affiliates was entitled to subscribe for assuming the Yunfeng Warrant was exercised in full.
On April 3, 2024, our Company and Yunfeng Tuoyuan entered into the warrant termination agreement,
pursuant to which Yunfeng Warrant was cancelled upon receipt by Yunfeng Tuoyuan on April 11, 2024
of RMB183,000,000, being the consideration for reducing Yunfeng Tuoyuan’s capital contribution in
Bloks Technology corresponding to the 5,767,820 Series A Preferred Shares.

(19) Hongshan Limited is an affiliate designated by Hangzhou Xinshan to subscribe for the Shares.

5. Acquisition of all the equity interests of Bloks Technology by China Bloks

On November 7, 2022, China Bloks acquired all the equity interests in Bloks Technology
from the then shareholders of Bloks Technology at a total consideration of RMB33 million.
Such considerations were determined based on the then appraised value of Bloks Technology
by an independent professional valuer. Upon completion of the transaction above, Bloks
Technology was wholly-owned by China Bloks and became an indirectly-wholly-owned
subsidiary of the Company.

6. Termination of Contractual Arrangements

Prior to the Reorganization, we engaged in certain business related to our self-developed
IP, such as the production of animation. As advised by our PRC Legal Advisor, foreign
investors were prohibited from holding legal ownership over such business according to the
Special Management Measures (Negative List) for the Access of Foreign Investment (2021
Version) (F1pE48 & HEA 7 91 7 B4 e (2 T VE ) (20214FhR)).  Consequently, as part of the
Reorganization, we transferred our equity interest in the subsidiaries engaged in such business
to Bloks Information on August 5, 2021, and a series of contractual arrangements were entered
into on the same date among Bloks Technology and Bloks Information and its then registered
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shareholders Mr. Zhu and Mr. Sheng (the “Contractual Arrangements”), pursuant to which
Bloks Technology gained control over the operation of, and enjoyed the economic benefits
from, Bloks Information and its subsidiaries.

To streamline our business operations and after considering the overall operating
environment in China, we terminated the Contractual Arrangements on March 31, 2024 as part
of the Reorganization. During the Track Record Period, the revenue contribution by Bloks
Information and its subsidiaries was materially insignificant, which accounted for 1.4% of our
total revenue recorded during the entire Track Record Period. We are of the view that such
termination of the Contractual Arrangements has no material adverse impact on our business
operations or overall financial performance of the Group. We further confirm that as of the
Latest Practicable Date, we were not aware of any potential or actual litigation, claims or other
disputes that would arise from termination of the Contractual Arrangements or any material
non-compliance incidents of Bloks Information or its subsidiaries during the Track Record
Period prior to the termination of the Contractual Arrangements. As advised by our PRC Legal
Advisor, (i) the implementation of the above arrangements does not violate the PRC laws and
regulations in any material respect; and (ii) all rights and obligations under the Contractual
Arrangements have ceased legally and the parties waived all rights and claims (if any)
thereunder.

Bloks Technology also entered into an IP content production cooperation framework
agreement with Bloks Culture (a subsidiary of Bloks Information), pursuant to which Bloks
Culture agrees to provide to Bloks Technology and/or its subsidiaries, from time to time,
certain services in connection with the production of our self-developed IP content including
but not limited to Magic Blocks and Hero Infinity. In October 2024, we ceased such
cooperation with Bloks Culture, given the animation production industry in China is relatively
mature with ample qualified suppliers.

As of the Latest Practicable Date, in order to further enhance the independence of the
Group and Bloks Information and its subsidiaries, the Group and Bloks Information and its
subsidiaries have adopted the following measures: (i) Bloks Information and its subsidiaries
have ceased to use the trade name of “Bloks” or other trade names related to the brands of the
Group, and changed the corporation names; (ii) Bloks Information and Bloks Culture have
cancelled their previous qualifications and licenses for engaging in foreign investment
prohibited/restricted businesses and changed their business scope accordingly; and (iii) the
Group has terminated all transactions with Bloks Culture and has undertaken not to carry out
any direct or indirect transactions with Bloks Culture in the future.
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The following chart sets forth our Group’s corporate and shareholding structure with
principal operating entities immediately after the Reorganization.

o Mr. Zhu
:

100%

A

S Playcreation
W“ BAnght Holding Mr. Sheng Mr. Huang
Limited L
Limited
99% 1% 100% 100% 100%
A A
Bloks Is .
Next Bloks Smart Bloks Shfiw.nXF Coming Fll‘S[. Other N
Limited P Prosperity Shareholders®
Limited
50.90% 5.13% 2.01% 0.63% 9.81% 31.52%

A
The Company
i 100%
Bloks Holding
i 100%

China Bloks
offshore
onshore 100%
Bloks Technology

100%

A

Bloks Bricks

Notes:

(1)  The Wise Global Trust is a discretionary trust established by Mr. Zhu as the settlor on June 16, 2022, for the
benefit of Mr. Zhu and his family members with Trident Trust Company (HK) Limited as the trustee. Wit
Bright Limited is a holding vehicle of the Wise Global Trust incorporated in the BVI, through which Mr. Zhu
has control over Next Bloks.

(2)  Other Shareholders include Idea Great (6.72%), BlueCo (5.64%), JYCP Holding Limited (3.69%), Yunfeng
Blocks (3.15%), Gaintex (3.11%), SinoMedia (Asia Pacific) (2.46%), Gaorong BLK Holding Limited (1.60%),
Way Elegance (1.01%), Beihai Kmind Management Consulting (1.01%), NAW (0.76%), Hongshan Limited
(0.74%), Mr. Qi Daqing (0.65%), HFHI (0.58%) and JYMB Holding Limited (0.40%).
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ACQUISITIONS, MERGERS AND DISPOSALS

Save as disclosed above and in the paragraph headed “— Reorganization” in this section,
we had no other major acquisitions, disposals or mergers during the Track Record Period and
up to the Latest Practicable Date.

[REDACTED] INVESTMENTS

Overview

From 2018 to 2024, our Group has completed several rounds of [REDACTED]
Investments at the onshore level in Bloks Technology or at the offshore level in our Company.

For the [REDACTED] Investments at the onshore level prior to the Reorganization, see
“— Our History and Major Shareholding Change before Reorganization™ in this section.

After the Reorganization, at the offshore level, pursuant to the share transfer agreements
dated April 11, 2024, Gaintex, Mr. Qi Daqing, Dragon Ridge Limited, LC Fund IX, L.P. (“LC
Fund”), Lenient Investment L.P. (“Lenient”) agreed to acquire a total of 2,350,144 Ordinary
Shares of our Company from Smart Bloks at an aggregate consideration of US dollar
equivalent to RMB75,838,350; and Gaintex agreed to acquire 895,293 Series A Preferred
Shares from Gaorong BLK Holding Limited at a consideration of US dollar equivalent to
RMB28,890,800 (collectively, the “2024 Share Transfers”), the details of which are set out as

follows:

Consideration

Selling Shareholders Investors Type of Shares No. of Shares Paid

(US dollar

equivalent to

RMB)

Smart Bloks Gaintex Ordinary Shares 447,646 14,445,400

Smart Bloks Mr. Qi Dagqing Ordinary Shares 335,735 10,834,050

Smart Bloks Dragon Ridge Limited Ordinary Shares 223,823 7,222,700

Smart Bloks LC Fund Ordinary Shares 671,470 21,668,100

Smart Bloks Lenient Ordinary Shares 671,470 21,668,100

Total 2,350,144 75,838,350

Gaorong BLK Gaintex Series A Preferred 895,293 28,890,800
Holding Limited Shares

Total 895,293 28,890,800

The last installation of the considerations for the 2024 Share Transfers was settled on
April 16, 2024.
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Details of the [REDACTED] Investments by our [REDACTED] Investors through

subscription of new shares and/or acquisition of existing shares of our Group are summarized

below.
Number of
Shares
Subscribed Total Discount
[REDACTED] for or Date of Consideration  Cost per to the
Investors Class of Shares Purchased Settlement™ Paid® Share [REDACTED|®
(RMB) (RMB)
Series Angel Investment
Gaintex Series Angel 6,754,840 April 27, 140,000,000 20.73  [REDACTED]
Preferred Shares 2020
NAW Series Angel 1,658,065 November 9, 35,000,000 21.11  [REDACTED]
Preferred Shares 2018
Mr. Qi Daqing Series Angel 938,710 November 9, 20,000,000 21.31 [REDACTED]
Preferred Shares 2018
JYCP Holding Series Angel 7,703,230 May 14, 174,480,000 22.65 [REDACTED]
Limited Preferred Shares 2021
JYMB Holding Series Angel 877,420 September 20,000,000 22.79  [REDACTED]
Limited Preferred Shares 24,2019
Way Elegance Series Angel 2,193,550 June 10, 50,000,000 22.79  [REDACTED]
Preferred Shares 2019
Beihai Kmind Series Angel 2,193,550 May 21, 50,000,000 22.79  [REDACTED]
Management Preferred Shares 2019
Consulting
SinoMedia (Asia Series Angel 5,352,255 May 25, 122,000,000 22.79  [REDACTED]
Pacific) Preferred Shares 2020
Transfer of existing equity under Series Angel Investment
HFHI Series Angel 1,253,445 March 1, 20,000,000 15.96“”  [REDACTED)
Preferred Shares 2021
BlueCo Series Angel 6,267,235 March 18, 100,000,000 15.96  [REDACTED]
Preferred Shares 2021
Series Pre-A Investment
BlueCo Series Pre-A 4,387,095 August 14, 100,000,000 22.79  [REDACTED]
Preferred Shares 2020
Idea Great Series Pre-A 6,580,645 December 3, 150,000,000 22.79  [REDACTED]
Preferred Shares 2020
Gaorong BLK Series Pre-A 2,193,550 December 3, 50,000,000 22.79  [REDACTED]
Holding Limited Preferred Shares 2020
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Number of
Shares
Subscribed Total Discount
[REDACTED] for or Date of Consideration Cost per to the
Investors Class of Shares Purchased Settlement™ Paid® Share [REDACTED]®
(RMB) (RMB)
Series A Investment
Gaorong BLK Series A Preferred 1,283,365 May 8, 39,999,963 31.17 [REDACTED]
Holding Limited Shares 2021
Hongshan Limited Series A Preferred 1,604,205 May 14, 49,999,920 31.17 [REDACTED]
Shares 2021
Mr. Qi Daqing Series A Preferred 481,260 April 29, 14,999,937 31.17 [REDACTED]
Shares 2021
JYCP Holding Series A Preferred 320,840 May 7, 9,999,957 31.17  [REDACTED]
Limited Shares 2021
BlueCo Series A Preferred 1,604,205 May 21, 49,999,920 31.17 [REDACTED]
Shares 2021
Idea Great Limited  Series A Preferred 8,021,035 July 26, 249,999,922 31.17 [REDACTED]
Shares 2021
Yunfeng Blocks Series A Preferred 6,839,440 July 23, 217,000,000 31.73  [REDACTED]
Shares 2021
2024 Share Transfer
Gaintex Ordinary Shares 447,646 April 12, 14,445,400 32.27 [REDACTED]
2024
Series A Preferred 895,293 April 12, 28,890,800 32.27 [REDACTED]
Shares 2024
Mr. Qi Daqing Ordinary Shares 335,735 April 16, 10,834,050 32.27  [REDACTED]
2024
Dragon Ridge Ordinary Shares 223,823 April 12, 7,222,700 32.27 [REDACTED]
Limited 2024
LC Fund Ordinary Shares 671,470 April 16, 21,668,100 32.27 [REDACTED]
2024
Lenient Ordinary Shares 671,470 April 16, 21,668,100 32.27 [REDACTED]
2024
Notes:

(1)  This refers to the timing of last installation of payment made by the [REDACTED] Investors (i) to Bloks
Technology or the relevant selling shareholders of Bloks Technology in the Series Angel Investment, Series
Pre-A Investment and Series A Investment and (ii) to the selling Shareholders in the 2024 Share Transfer.
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©))

3)

(C))

(%)

This refers to (i) the consideration for allocation and issue of the Shares by our Company to the relevant Series
Angel Investors, Series Pre-A Investors and Series A Investors to restore their equity interests in Bloks
Technology during the Reorganization, which was determined with reference to the initial investment cost of
such investors and (ii) the consideration for the sale of the Shares by the selling Shareholders in the 2024 Share
Transfer.

The discount to the [REDACTED] is calculated (i) based on the [REDACTED] of the indicative
[REDACTED] range of [REDACTED] per Share; and (ii) assuming the Preferred Shares are [REDACTED]
into Ordinary Shares on a one-to-one basis.

The cost per share of the Series Angel Preferred Shares paid by HFHI and BlueCo is relatively low compared
to the other Series Angle Preferred Shares because their onshore affiliates acquired the equity interests of
Bloks Technology corresponding thereto from Mr. Zhu by a sale of equity instead of capital increase of Bloks
Technology on March 1, 2021 after commercial negotiation. See “— Our History and Major Shareholding
Change before Reorganization” in this section.

For the date of each investment, see “— Our History and Major Shareholding Change Before Reorganization”
and “— Reorganization” in this section.

Principal terms of the [REDACTED] Investments

The table below sets forth the principal terms of the [REDACTED] Investments:

Basis of consideration The consideration for the [REDACTED] Investment
was determined based on arm’s length negotiations
after taking into account the timing of the investment
and the status of the Group’s business development at
the time of entering into the capital increasing

agreement.
Use of [REDACTED] and We have raised gross proceeds of [REDACTED] in
whether they have been total from the [REDACTED] Investment. The
fully utilized proceeds from the [REDACTED] Investment shall

be used towards business operations of the Group and
in accordance with the business plan and budget
approved by the Board. As of the Latest Practicable
Date, all the proceeds raised by our Group from the
[REDACTED] Investment have been utilized.

Lock-up The [REDACTED] Investors are not subject to
lock-up according to the terms of the shareholders’
agreement entered into among the [REDACTED]
Investors, the Company and other Shareholders.
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Strategic benefits of the Our Directors were of the view that our Company
[REDACTED] Investment would benefit from the additional capital provided by
the [REDACTED] Investors’ investments in our
Company, insights for industry, professional advices
on our Group’s development, corporate governance,
financial reporting and internal control that the
[REDACTED] Investors may bring to our Company.
The investments from the [REDACTED] Investors
demonstrate their commitment and confidence in the
business performance and operations, strengths and
long-term prospects of our Group.

Special rights granted to the [REDACTED] Investors

In connection with the [REDACTED] Investments, certain [REDACTED] Investors had
been granted certain special rights, including, among others, information and inspection rights,
registration rights, the right to preferred liquidation, pre-emptive rights, right of first refusal
and right of co-sale, the right to nominate Directors, anti-dilution rights, repurchase rights, out
of which the repurchase rights have been terminated immediately before the submission of the
[REDACTED] for the [REDACTED] (the “[REDACTED]”) provided that the rights so
terminated shall resume in the event that the [REDACTED] is withdrawn or rejected by the
Stock Exchange, and all other special rights will be terminated automatically upon the
[REDACTED].

The [REDACTED] Investors are entitled to subscribe for Shares at [REDACTED] in the
[REDACTED] in order to maintain their shareholding percentage immediately before
completion of the [REDACTED] subject to the waiver from strict compliance with Rule 10.04
of the Listing Rules and a prior consent under paragraph 5(2) of Appendix F1 to the Listing
Rules to be granted by the Stock Exchange.

Each of the Preferred Shares will convert automatically on a one-for-one basis into
Ordinary Shares upon consummation of the [REDACTED], at which time, our share capital
will comprise one class of shares. For further information on the rights attached to our

Ordinary Shares, see “Share Capital.”
Information about the [REDACTED] Investors
To the best knowledge of the Company and the Directors, each of the [REDACTED]

Investors is an Independent Third Party. Set out below is a description of our [REDACTED]
Investors.
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Legend Capital
Ildea Great

Idea Great is an investment company incorporated in Hong Kong on April 1, 2021. Idea
Great is owned as to 56.05% by Suzhou Junjunde and as to 43.95% by Beijing Junlian. Suzhou
Junjunde is owned by a total of 16 limited partners, none of which hold one-third or more of
the interest therein. Beijing Junlian is owned as to 35.71% by National Council for Social
Security Fund of People’s Republic of China (2B 4t & R A4 FE) and other 20 limited
partners (none of which hold one-third or more of the interest therein). Both Suzhou Junjunde
and Beijing Junlian are controlled by their common general partner, which is a wholly-owned
subsidiary of Legend Capital Management Co., Ltd. (B &AE B A BR/A ) (“Legend
Capital”).

LC Fund

LC Fund is an investment holding company incorporated in Cayman Islands on January
27, 2022. LC Fund is managed by its general partner LC Fund IX GP, L.P., which is in turn
managed by its general partner LC Fund GP Limited. LC Fund GP Limited is wholly-owned
by Legend Capital. LC Fund is owned by 17 limited partners, and none of them holds one-third
or more of the interests therein.

Legend Capital is owned as to 80.00% by Beijing Juncheng Hezhong Investment
Management Partnership (Limited Partnership) (JLR B A AR EEM A BAEEREY))
(“Juncheng Hezhong”), and as to 20% by Legend Holdings Corporation (¥ A8 & [ 173 A B
/3], the shares of which are listed on the Stock Exchange (stock code: 03396). Juncheng
Hezhong is controlled by its general partner Beijing Junqi Jiarui Enterprise Management Co.,
Ltd. (At B 7 A B EE A FR /A7), which is owned by Chen Hao (Bii), Li Jiaqing (%
B#), Zhu Linan (4R37.#) and Wang Nengguang (FfHEYE) as to 40%, 20%, 20% and 20%,
respectively. To the best knowledge of the Company, each of Legend Capital, Idea Great, LC
Fund and their respective ultimate beneficial owners (other than Mr. Chen Rui who is our
non-executive Director and holds 5.98% limited partner interests in one of Juncheng
Hezhong’s limited partner) is an Independent Third Party.

Source Code

Source Code currently holds our Shares through its investment vehicle, namely BlueCo,
which was incorporated in the Cayman Islands. The general partner of BlueCo is All Direct
Holdings Limited, which is indirectly wholly owned by Mr. Charlie Cao. BlueCo is owned as
to 100% by its limited partner, Hainan Yuanke Technology Partnership Enterprise (Limited
Partnership) (BRI B 5B B¥ECHIRA%), “Hainan Yuanke”), which is in turn owned
as to 67.97% by Suzhou Yuanming and 31.99% by Suzhou Yuangqi as limited partners. All of
Hainan Yuanke, Suzhou Yuanming and Suzhou Yuanqi are under the control of Mr. Charlie
Cao. Mr. Charlie Cao is the founding partner of Source Code.
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To the best knowledge of the Company, each of BlueCo and its ultimate beneficial owners
(other than Mr. Chang Kaisi (% &l who is our non-executive Director and holds 1.73%
limited partner interest in an indirect limited partner of Suzhou Yuanming) is an Independent
Third Party.

Yunfeng Capital

Yunfeng Blocks is an investment company incorporated under the laws of BVI on July 13,
2021. Yunfeng Blocks is wholly-owned by Yunfeng Tuoyuan, a limited partnership established
in the PRC on December 23, 2020. The general partner of Yunfeng Blocks is Hainan Yunfeng
Enterprise Management Center (Limited Partnership) (R EEMEEMHOLEREY))
(“Hainan Yunfeng Center”). The general partner of Hainan Yunfeng Center is Shanghai
Yunfeng Xinchuang Enterprise Management Co., Ltd. (_LiZEEHAIMEEHARAA), an
investment management company ultimately controlled by YU Xuedong (). Yunfeng
Blocks is the investment entity of Yunfeng Capital (E#34), a leading private equity
investment firm in the PRC. Founded in 2010, Yunfeng Capital is committed to fostering
forward-thinking enterprises. Yunfeng Capital has developed deep industry expertise and
industry insights in various sectors, including technology, business services, green energy,
modern agriculture, bio-tech and consumer industry. To the best knowledge of the Company,
each of Yunfeng Blocks and its ultimate beneficial owners is an Independent Third Party.

Gaintex

Gaintex is an investment holding company incorporated under the laws of Hong Kong on
July 2, 2021, which is owned by Sze-To Kin Sun (FFE&H) as to 50% and So Kai Sing (#%
) as to 50%. To the best knowledge of the Company, each of Gaintex, Sze-To Kin Sun and
So Kai Sing is an Independent Third Party.
Way Elegance

Way Elegance is an investment holding company incorporated under the laws of the BVI
on July 2, 2021, and is wholly-owned by Mr. Yao. To the best knowledge of the Company, each
of Way Elegance and Mr. Yao is an Independent Third Party.
Mr. QI Daqing

Mr. Qi Daqing is currently a professor of accounting at the Chung Kong Graduate School

of Business, and serves as an independent director of several listed companies. To the best
knowledge of the Company, Mr. Qi Daqing is an Independent Third Party.
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Jinyi Investment
JYCP Holding Limited

JYCP Holding Limited is an investment holding company incorporated under the laws of
the BVI on August 20, 2021. JYCP Holding Limited is wholly-owned by Jinyi Chuangpin,
which is in return managed by its general partner Hangzhou Jinyi Investment Management
Limited (Bi N & B EEHA R/ F]) (“Jinyi Investment™), and is owned by Mr. Jin Xudong
as to 55.4085%, Mr. Huang Xin (#3%) as to 15.1152% and other eight limited partners none
of whom holds one third or more of the interests therein. Mr. Huang Xin was our former
Director from July 25, 2022 to April 11, 2024.

JYMB Holding Limited

JYMB Holding Limited is an investment holding company incorporated under the laws of
the BVI on August 20, 2021. JYMB Holding Limited is wholly-owned by Jinyi Maibang, which
is in return managed by its general partner Hangzhou Jinyi and is owned by 12 limited partners
none of whom holds one third or more of the interests therein.

Jinyi Investment is owned by Mr. Jin Xudong as to 60% and other three other
shareholders none of whom holds one-third or more of the interests therein. To the best
knowledge of the Company, each of Mr. Jin Xudong, JYCP Holding Limited, JYMB Holding
Limited and their respective ultimate beneficial owners (other than Mr. Huang Xin as a former
Director) is an Independent Third Party.

Beihai Kmind Management Consulting

Beihai Kmind Management Consulting is a strategy consulting company incorporated in
the PRC on October 30, 2019. It is wholly-owned by Shanghai Kmind Enterprise Management
Co., Ltd. (LB EMEEMARA ) (“Shanghai Kmind”), which is ultimately controlled
by Xie Weishan (i#{##1l1). To the best knowledge of the Company, each of Xie Weishan and
Baihai Kmind and its ultimate beneficial owners is an Independent Third Party.

NAW
NAW is an investment company incorporated under the laws of the BVI on April 2. 2013.

It is indirectly wholly-owned by Fiona Wei. To the best knowledge of the Company, each of
NAW and Fiona Wei is an Independent Third Party.
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SinoMedia

SinoMedia (Asia Pacific) is a company incorporated in Hong Kong on May 31, 2011.
SinoMedia (Asia Pacific) is wholly-owned by SinoMedia Holding Limited, whose shares are
listed on the Stock Exchange (stock code: 0623). To the best knowledge of the Company, each
of SinoMedia Holding Limited and its ultimate beneficial owners is an Independent Third
Party.

HFHI

HFHI is an investment company incorporated under the laws of the BVI on July 23, 2021.
HFHI is wholly-owned by Hangzhou Wenqu, which is controlled by and owned as to 0.74% by
its general partner Zheng Yiwen (¥f—3Z) and is held as to 99.26% by Hangzhou Net
Xinhuagang Equity Investment Partnership (Limited Partnership) (FTJH A8 (€ #s HER & A%
¥ ERA%)) (‘Hangzhou Net Xinhuagang”). Hangzhou Net Xinhuagang is controlled by
and owned as to 4.4% by its general partner Hangzhou Xinwang Equity Investment Co., Ltd.
(BTN 25 4 I EFR & A TR AT /A A]), and is held by Insigma Technology Co., Ltd. (¥ K4H#H#}
M ABR/AF]) (a listed company on Shanghai Stock Exchange (stock code: 600797)),
Zhejiang Wangxin Group Co., Ltd. (WIiLH#i % A FR/AF]) and Zhejiang Wangxin Yintong
Investment Holding Co., Ltd. (W7 VLAT# SR 4 &4 A FR/A F) as limited partners as to 48%,
32%, and 15.6%, respectively.

To the best knowledge of the Company, each of HFHI and its ultimate beneficial owners
is an Independent Third Party.

Gaorong Capital

Gaorong BLK Holding Limited is an investment company incorporated under the laws of
the BVI on August 5, 2021. Gaorong BLK Holding Limited is held by Beijing Gaorong and
Chengdu Gaorong as to 85% and 15%, respectively.

Beijing Gaorong is controlled by its general partner Beijing Gaorong Capital
Management Consulting Co., Ltd. (At E EARE M A FR/A ) (“Gaorong Capital”)
and is owned by 36 limited partners none of whom holds one-third or more of the interests
therein. Gaorong Capital is held by Zhang Zhen (5%7), Yue Bin ({5%X) and Gao Xiang (/= F),
holding 33.34%, 33.33% and 33.33%, respectively.

Chengdu Gaorong is controlled by its general partner Tibet Rongkang Investment
Management Co., Ltd. (PR AR EE FA R/ F]) (a wholly-owned subsidiary of Gaorong
Capital), and is owned as to 65.36% by Taikang Life Insurance Co., Ltd. (Z=EAFFIREA BR
EAL/A 7)) and other four limited partners, none of which hold one-third or more of the interest
therein.

To the best knowledge of the Company, each of Gaorong BLK Holding Limited and its
ultimate beneficial owners is an Independent Third Party.
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Hongshan Limited

Hongshan Limited is an investment holding company incorporated under the laws of the
BVI on April 25, 2017, which is wholly-owned by Wu Yongming. To the best knowledge of the
Company, Wu Yongming is an Independent Third Party.

Dragon Ridge Limited

Dragon Ridge Limited is an investment holding company incorporated under the laws of
the BVI, which is wholly-owned by Lu Xin (F£HT). To the best knowledge of the Company, Lu
Xin is an Independent Third Party.

Lenient

Lenient is an investment holding company incorporated in Cayman Islands. Its general
partner is LYCAON Capital Co., which is controlled by Li Chunyong (%% ). To the best
knowledge of the Company, each of Lenient and its ultimate beneficial owners is an
Independent Third Party.

COMPLIANCE WITH [REDACTED] INVESTMENT GUIDANCE

On the basis that (i) the consideration for the [REDACTED] Investments was irrevocably
settled no less than 28 clear days before the date of our first submission of the [REDACTED]
to the Stock Exchange in relation to the [REDACTED]; and (ii) the special rights granted to
the [REDACTED] Investors shall cease to be exercisable upon the [REDACTED] (save for
the repurchase rights which have been terminated immediately before the submission of the
[REDACTED] as described above), the Joint Sponsors confirm that the [REDACTED]
Investments are in compliance with the Chapter 4.2 under the Guide for New Listing
Applicants published by the Stock Exchange effective from January 1, 2024.
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PUBLIC FLOAT

Upon completion of the [REDACTED], a total of [125,172,606] Shares, comprising (i)
[119,445,306] Shares controlled by Mr. Zhu through Next Bloks and Smart Bloks, (ii)
[4,363,650] Shares controlled by Mr. Sheng through ShawnXF Limited and (iii) [1,363,650]
Shares controlled by Mr. Huang (as a director of several subsidiaries of the Company) through
Bloks Is Coming Limited, representing [REDACTED] of the total issued Shares immediately
after the [REDACTED] (assuming the [REDACTED] is not exercised), will not be counted
towards the public float of the Company.

Save as disclosed above, as at the date of this document, no other Shareholder will be a
core connected person of the Company (as defined in the Listing Rules) upon [REDACTED].
Taking into account the above and the Shares to be issued pursuant to the [REDACTED]
(assuming the [REDACTED] is not exercised), [REDACTED] of the total issued Shares upon
[REDACTED] will be counted towards the public float of the Company.

PRC LEGAL COMPLIANCE

Our PRC Legal Advisor confirmed that (i) the establishment of our subsidiaries in China
and their subsequent shareholding changes have complied with the relevant PRC laws and
regulations in all material respects; and (ii) the Reorganization has complied with relevant
applicable PRC laws and regulations in material respects.

SAFE REGISTRATION

Pursuant to the Circular of the SAFE on Foreign Exchange Administration of Overseas
Investment, Financing and Round-trip Investments Conducted by Domestic Residents through
Special Purpose Vehicles (|5 %<4 e 35 R BH A 53 1A Jar B 8 ARk H 19 RIS AR JORFE AR
&AM A B A A1) (the “SAFE Circular 37”), promulgated by SAFE and which
became effective on 14 July 2014, which replaced the Notice on Issues Relating to the
Administration of Foreign Exchange in Fund-Raising and Round-Trip Investment Activities of
Domestic Residents Conducted via Offshore Special Purpose Companies (#7554 & B4 R 15
SIMRFIR B 25 R FlE SR A S P B P A 93 D) (the “SAFE Circular 757), (a) a
PRC resident must register with the local SAFE branch before he or she contributes assets or
equity interests to an overseas special purpose vehicle (the “Overseas SPV”) that is directly
established or indirectly controlled by the PRC resident for the purpose of conducting
investment or financing; and (b) following the initial registration, the PRC resident is also
required to register with the local SAFE branch for any major change, in respect of the
Overseas SPV, including, among other things, a change of Overseas SPV’s PRC resident
shareholder(s), the name of the Overseas SPV, terms of operation, or any increase or reduction
of the Overseas SPV’s capital, share transfer or swap, and merger or division. Pursuant to
SAFE Circular 37, failure to comply with these registration procedures may result in penalties.

Pursuant to the Circular of the SAFE on Further Simplification and Improvement in
Foreign Exchange Administration on Direct Investment (B #E— 5 il AL el B 355 A e
EIHBORPMA) (the “SAFE Circular 13”), promulgated by SAFE and which became
effective on 1 June 2015, the power to accept SAFE registration was delegated from local
SAFE to local banks where the assets or interests in the domestic entity are located.
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HISTORY, DEVELOPMENT AND REORGANIZATION

Our PRC Legal Advisor have confirmed that Mr. Zhu and other three individual
shareholders of the offshore holding vehicles holding our Shares, being PRC residents, have
duly registered in respect of his/her investment in the Group in accordance with SAFE Circular
No. 37 and SAFE Circular No. 13 in October 2021.

M&A RULES

According to Article 2 of the “Provisions on the Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors” (B4 M4 & # (i B 58 N M BLE) (the “M&A Rules”)
jointly issued by six PRC governmental and regulatory agencies, including MOFCOM and
CSRC, which became effective on September 8, 2006 and amended on June 22, 2009, foreign
investors should comply with the M&A Rules and other applicable PRC laws and regulations
when the foreign investors purchase equity interests in a domestic non-foreign-invested
enterprise (“domestic company”) or subscribes for increased capital of a domestic company,
thus changing the nature of the domestic company into a foreign-invested enterprise (“merger
and acquisition of equity interests”); or when the foreign investors establish a foreign-
invested enterprise in the PRC, through which they purchase and operate the assets of a
domestic company by agreement; or when foreign investors purchase the assets of a domestic
company, establish a foreign-invested enterprise by injecting such assets, and operate the
assets. The M&A Rules, among other things, further purport to require that an offshore special
vehicle, or a special purpose vehicle, formed for overseas listing purposes and controlled
directly or indirectly by PRC companies or individuals, to obtain the approval of the CSRC
prior to the listing and trading of such special purpose vehicle’s securities on an overseas stock
exchange, in the event that the special purpose vehicle acquires shares of or equity interests in
the PRC companies in exchange for the shares of offshore companies.

According to Article 11 of the M&A Rules, the merger and acquisition of a domestic
company with or by a domestic company, enterprise or individual, that has related party
relationship with the target company, in the name of an overseas company legitimately
incorporated or controlled by the domestic company, enterprise or individual, shall be subject
to examination and approval by MOFCOM. Pursuant to the Manual of Guidance on
Administration for Foreign Investment Access ( (JMp#IEMHEAFHIETIFH) (2008))
promulgated by Foreign Investment Department of the Ministry of Commerce (T #h45N& 7)),
notwithstanding the fact that (i) the domestic shareholder of the domestic company has
connected relations with the foreign investor or not, (ii) whether the foreign investor is an
existing shareholder or a new investor, the M&A Rules shall not apply to the merger and
acquisition of equity interests in an established foreign-invested enterprise.

Therefore, our PRC Legal Advisor has advised that the Reorganization of our Group is not
subject to the Article 11 of M&A Rules. However, there is uncertainty as to how the M&A
Rules will be interpreted or implemented, and there can be no assurance that the PRC
regulatory authorities will not take a view that is contrary to or otherwise different from the

above opinions of our PRC Legal Advisor in the future.
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OVERVIEW
Who We Are

We are a leader of assembly character toys in China. Leveraging our portfolio of more
than 500 patents, in-house IP development capability and cooperative relationships with
approximately 50 renowned non-exclusive IP franchises, we are dedicated to providing
consumers with a wide range of quality-for-money assembly character toys and have achieved
rapid growth. Our assembly character toys recreate the essence of IP characters. Through the
combination of our product strength and supply chain capabilities, we are able to maintain cost
advantages and continuously expand product categories. We have established a multi-channel
sales network in China with a comprehensive and extensive consumer reach. We pivoted to
offline sales channel with a focus on distributors as we began to offer assembly character toys
in 2022. According to Frost & Sullivan, we are China’s largest and leading player in the
assembly character toy segment with a GMV of approximately RMB1.8 billion in 2023. We are
also a fast-growing toy company with a GMV growth of over 170% in 2023. Our market share
in China’s assembly character toy segment and China’s assembly toy market in terms of GMV
was 30.3% and 7.4% in 2023, respectively. China had an assembly character toy market size
of RMBS5.8 billion in terms of GMYV, representing 5.5%, 14.3% and 24.4% of China’s toy
market, characters toy market and assembly toy market in 2023, respectively.

Our Major Products

RN KT o R RHE E &2

Magic Blocks . Hero Infinity < Ultraman TRANSFORMERS
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Evolution of Our Business

We have been dedicated to the design, development and sales of assembly toys since
2016. Starting from brick-based toys, we accumulated a wealth of knowledge in assembly toys
which served as a solid foundation for expanding our product offering. We then strategically
diversified our product offering to include assembly character toys. We started the research and
development of assembly character toys in 2019 and began to offer such products in 2022, as
we saw large growth potential driven by strong demand for toys that combine highly engaging
assembling process and popular IP characters with strong and loyal fan bases. According to
Frost & Sullivan, China’s assembly character toy market grew by a CAGR of 49.6% from
RMB1.2 billion in 2019 to RMBS5.8 billion in 2023, and is expected to grow at a CAGR of
41.3% from RMBS5.8 billion in 2023 to RMB32.5 billion in 2028.

Brick-based toys and assembly character toys, both being assembly toys, share many
similarities in product design and production. Both brick-based toys and assembly character
toys employ the concept of standard components, have components that are compatible across
various products, and involve assembling and connecting mechanism. In addition, the raw
materials and production process for brick-based toys and assembly toys are similar, which
enabled us to leverage our expertise, knowledge and established relationship in production and
supply chain management. This can be further corroborated by the fact that three of our partner
factories have been working with us to produce brick-based toys since 2017, 2018 and 2021,
respectively, and continued to produce assembly character toys for us afterwards.

Due to the abovementioned similarities, we are able to leverage our management and
other experiences from brick-based toys in diversifying our assembly toy offering to include
assembly character toys. Particularly, we have accumulated knowledge in product design
(including connection mechanism and materials) and production (including molding, injection
and painting). On the back of our experience in brick-based toys, we developed the Bloks
System specifically for our assembly character toys. Our assembly character toys quickly
achieved success. We began to offer assembly character toys in January 2022. The revenue
from our assembly character toys increased by 553.5% from RMB117.7 million in 2022 to
RMB769.0 million in 2023, and increased by 323.8% from RMB241.4 million in the six
months ended June 30, 2023 to RMB1,023.1 million in the six months ended June 30, 2024.
In 2022, our assembly character toys achieved a gross profit margin of 36.8%, similar to that
of brick-based toys. The gross profit margin further increased to 48.4% in 2023 and 53.3% in
the six months ended June 30, 2024, exceeding that of brick-based toys at 38.7% and 38.1%
for the respective periods.
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Prior to the launch of our assembly character toys, we sold our brick-based toys through
offline channels such as distributors and consignment sales as well as online channels. In 2021,
45.7% and 51.8% of our revenue were generated through offline channels and online channels,
respectively. We pivoted to offline sales channel with a focus on distributors as we began to
offer assembly character toys in 2022. This approach leveraged the local resources and market
intelligence of distributors, enabling us to effectively penetrate the market. More specifically,
offline distributorship allows our target consumers to conveniently experience and purchase
our products offline. By utilizing offline distributorship, we were able to expand presence and
drive our growth efficiently and effectively. In 2022, 2023 and the six months ended June 30,
2024, our offline distribution sales amounted to 48.2%, 83.6% and 91.6% of our total revenue,
respectively.

The Bloks System

Within the global toy market, character toy is the largest segment by form. However, there
is significant room for improvement in efficiently meeting consumer demand for quality-for-
money character toys. More specifically, while character toys exhibit individuality elements
such as the recreation of the IP characters and simulation of their poses, there is a lack of a
highly standardized system for industry players to efficiently and consistently launch products
that combine assembling experience, consistent quality and great value-for-money. The
application of assembling mechanism in character toys is typically done through either
construction blocks or a high proportion of customized components to recreate the IP
characters and simulate their poses. We combine the advantages of character toys and
assembling mechanism and improve thereupon, and offer consumers a new choice in the
character toy segment with our patent-protected Bloks System. The Bloks System comprises
the standardization of product design, research and development and production, a self-
compatible product system and a consumer ecosystem, and enabled us to forge a new assembly
character toy category combining standardization and individuality elements.

. Standardization of product design, research and development and production. In
terms of product design, the majority of components of a single product are standard
components. Such standard components are primarily used as the structures and
joints of an assembly character toy and can be shared across different models. A
same set of structures and joints can be used as the basis of design for different
products, thereby realizing design efficiency. By combining standard and
customized components with a certain proportion, we are able to design products
that can be adapted to a broad array of IPs, and recreate the essence of IP characters
with great value-for-money. In terms of research and development, we have a patent
portfolio covering component-related patents and production technique-related
patents. Component-related patents enable standardized connections between
different product components, while production-related patents facilitates
standardized production. In terms of production, the production process of standard
components can be easily standardized, which enables us and our partner factories
to produce products with consistent quality while benefiting from economies of
scale.
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. Self-compatible product system. Our extensive patent portfolio and rich IP portfolio
enable us to develop a comprehensive and self-compatible Bloks product system
catering to wide demographics and price segments. Standardization patents not only
protect the originality of our systemized product offering, but also make a large
portion of components in our distinctive product system highly compatible. Our rich
IP portfolio not only attracts consumers to continuously purchase new product
series, but also enables them to “mix-and-match” the highly compatible components
from different products to form unique and individualistic assembly and re-creations
based on their creativity and interests, therefore becoming long-term consumers in

our product system.

. Consumer ecosystem. Due to the consumer connection from the assembling process,
and the fact that IP characters are closely associated with rich contents that can be
widely disseminated, we execute a content-driven online marketing strategy to
effectively reach and maintain a broad base of consumers, fans and Blokees Figures
Creators (“BFCs”), thereby nurturing a consumer ecosystem with a closed feedback
loop. Our consumer ecosystem not only augments the success rates of new product
launches and sales efficiency, but also increases the stickiness and repeat purchases
of our consumers and fans.

The Bloks System

Fans
. R&D
nghl.y Product
compatible svstem
components Y
Design Production
Extensive \ Standardization Rich IP
patenf portfolio
portfolio
Product offering g xees Figures
Consumers Creators (BFCs)

Consumer ecosystem
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Market Opportunities

Assembly character toy is the fastest-growing segment in the global toy market and has
significant growth potential. Due to the emergence of innovative systems and quality supply,
assembly character toys enjoy significant differentiated advantages over traditional character
toys, gradually becoming the preferred choices of consumers, with the penetration rate in the
global toy market expected to increase in the long run.

According to Frost & Sullivan, the global and China’s character toy market reached
RMB345.8 billion and RMB40.3 billion in 2023, and is expected to grow at a CAGR of 9.3%
and 17.7% to reach RMB540.7 billion and RMB91.1 billion in 2028, respectively. Within the
above markets, the global and China’s assembly character toy market reached RMB27.8 billion
and RMB5.8 billion in 2023, and is expected to grow at a CAGR of 29.0% and 41.3% to reach
RMB99.6 billion and RMB32.5 billion in 2028, respectively. The penetration rate of global and
China’s assembly character toys in the character toy market is expected to increase from 8.0%
and 14.3% in 2023 to 18.4% and 35.6% in 2028, respectively. Furthermore, the innovative
systems can be applied to multiple categories of toys, including vehicle toys and various
scenery toys. In particular, the global and China’s vehicle toy market reached RMB96.7 billion
and RMB15.1 billion in 2023, and is expected to grow at a CAGR of 2.9% and 6.3% to reach
RMB111.6 billion and RMB20.5 billion in 2028, respectively.

Rich IP Portfolio

Our self-developed IPs and renowned licensed IPs form our rich IP portfolio. We have
successfully developed two IPs in-house, including the children-development-oriented Magic
Blocks (F %&£ /i 48 7]) and the Chinese culture-themed Hero Infinity (J:EEHERR). Our assembly
character toys efficiently commercialize IP at scale and position us as a preferred partner of
various proprietors of renowned IPs. As of the Latest Practicable Date, we had obtained
licenses for approximately 50 renowned IPs, including Ultraman, TRANSFORMERS, Naruto,
Marvel’s Infinity Saga, Marvel’s Spidey and His Amazing Friends, Minions, Pokémon, Kamen
Rider, Detective Conan, Hatsune Miku, Saint Seiya, EVANGELION, Hello Kitty, Sesame
Street, SUPER SENTAI, DC’s Superman, DC’s Batman, Harry Potter and STAR WARS. Our
rich IP portfolio enables us to offer products to reach consumers across different age groups
and genders globally.

Comprehensive Product Offering

We capture the market opportunities and are committed to leveraging our Bloks System
that combines standardization and individuality elements to create highly popular and fun
assembly character toys, address global consumers’ widespread demand for toys that recreate
the essence of IP characters, and deliver the joy of assembling. Through a large number of
SKUs, a comprehensive price segment coverage and a rich IP portfolio, we have built an
expansive matrix-style product offering and continue to serve consumers, fans and BFCs with
a wide selection of products. As of June 30, 2024, we had a total of 431 SKUs available for
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sale, including 116 SKUs designed primarily for children under the age of six, 295 SKUs
designed primarily for consumers between the ages of six and 16, and 20 SKUs designed
primarily for consumers over the age of 16.

Our products offer consumers various quality-for-money propositions, including
excellent play experience, exquisite design and high quality.

. Fun experience. Our innovative and systemized assembling mechanism ensures our
products are easy to play with. Consumers’ involvement in the assembling process
promote individualistic expression. As such, our products have strong collectability
and can provide consumers with long-term companionship.

. High quality. Our products are high quality, safe, enduring, and exquisitely-designed

with consistent assembling experience.

. Great value-for-money. Our product pricing strategy covers a comprehensive price
range, and our mainstream products’ suggested retail prices primarily range from
RMB9.9 to RMB399, with great value-for-money at each price segment. Our
best-selling products in the mass-market price segment are priced at RMB39 per
unit, while products in the value price segment that can reach a wider consumer
group are priced from RMB9.9 to RMB19.9 per unit.

As a result of these features and propositions, our assembly character toy products have
attained wide-spread popularity as evidenced by the strong growth since their launches, despite
the fact that a number of them are based on licensed IPs that are non-exclusive and therefore
compete with products based on the same IP(s) produced by other industry players. To the best
of our knowledge, there are no fewer than two other companies that can sell assembly character
toys under the Ultraman IP in China and overseas. For the TRANSFORMERS IP, to the best
of our knowledge, there are no fewer than three other companies that can sell assembly
character toys under the IP in China, with two of these companies also being able to sell

overseas.
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Our Product Offering

Between the ages of six and 16 Over the age of 16

High-end
(RMB100 and above)
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Our Performance

We achieved significant growth during the Track Record Period. We recorded revenue of
RMB329.8 million, RMB325.6 million, RMB876.7 million and RMB1,046.2 million in 2021,
2022 and 2023 and the six months ended June 30, 2024, respectively, with a CAGR of 63.0%
from 2021 to 2023 and a period-over-period growth of 237.6% in the six months ended June
30, 2024. We recorded gross profit of RMB123.4 million, RMB123.4 million, RMB414.9
million, and RMB553.7 million in 2021, 2022 and 2023 and the six months ended June 30,
2024, respectively, with a CAGR of 83.4% from 2021 to 2023 and a period-over-period growth
of 306.5% in the six months ended June 30, 2024. Our gross margin continued to grow during
the Track Record Period, from 37.4% in 2021 to 37.9% in 2022 and further to 47.3% in 2023
and 52.9% in the six months ended June 30, 2024. In the six months ended June 30, 2024, we
recorded adjusted profit for the period (a non-IFRS measure) of RMB292.2 million,
representing an increase of 300.9% from the year ended December 31, 2023.
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COMPETITIVE STRENGTHS

Hard-to-replicate combination of wide ranging patents and rich IP portfolio

Wide ranging patents

We have an extensive patent portfolio to protect the originality of our self-compatible
assembly character toy product system. Through our patent portfolio covering components and
production techniques, we not only make the Bloks System hard-to-replicate, but also provide
our partner factory network with a solid technology and technique foundation for specialized
assembly character toy production.

. Component-related patents. Component related patents, including patents related to
overall assembly structure and key joint components, are the core of our patent
portfolio, and are critical for standardizing our assembly character toys. Component-
related patents facilitate highly standardized production, which in turn enables us to
better control product quality, improve the consumer experience in fun and
ease-to-play-with and lower our costs. In addition, component-related patents enable
highly standardized connections between different product components and form an
important foundation for our self-compatible product system. Through highly
standardized connection mechanisms, our standard components and customized
components that represent IP characters’ unique features are highly compatible and
can be mixed-and-matched for different assembly combinations, not only providing
a consistent assembling experience, but also strengthening the individuality
elements such as the recreation of the essence of IP characters and the simulation of
dynamic poses, thereby enhancing the fun features of our products.

. Production technique-related patents. Production technique-related patents,
including injection molding and process automation, enable us to curate proprietary
production techniques and customized equipment, allowing the specialized,
efficient, and scaled production of our assembly character toys while maintaining

distinctive cost advantages.

Our extensive patent portfolio includes patents granted in China and major overseas
markets. As of the Latest Practicable Date, we had 508 granted patents in China, including 73
invention patents, as well as 24 granted patents in overseas countries and regions, including the
United States, Europe and Japan. Our expertise in building a patent portfolio has also earned
us numerous honors and awards. We were accredited as “High and New Technology
Enterprise” by the Shanghai Science and Technology Commission in 2021, “National
Intellectual Property Advantage Enterprise” by the National Intellectual Property
Administration in 2022 and “Shanghai Patent Work Demonstration Enterprise” by the Shanghai
Intellectual Property Administration in 2023.
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Rich IP portfolio

We have built a rich IP portfolio with our self-developed IPs and licensed IPs, and
adapted the IPs to products that would address diverse consumer preferences to develop a
product offering catering to wide demographics and price segments. We follow a systematic
approach for IP development, licensing and management, factoring in the overall popularity of
IPs, consumer preferences, product adaptability and product offering expansion potential, to
continuously optimize and cultivate our leading IP commercialization and management
capabilities.

Through long-term consumer insights and an experienced IP development team, we have
successfully incubated and commercialized our self-developed IPs. We have strong IP
development capabilities and have widely disseminated our self-developed IP contents. As of
the Latest Practicable Date, our animated series based on Magic Blocks and Hero Infinity had
cumulative viewing on a push streaming or clicking basis of over 15.2 billion and a fan base
of over 5.0 million in aggregate. Our self-developed IPs also demonstrate strong monetization
potential. As of June 30, 2024, we had 50 SKUs available for sale under our Magic Blocks
franchise, and 53 SKUs available for sale under our Hero Infinity franchise, with major
characters including Monkey King (##157%2), Nezha (MFIt), Guan Yu (B>¥), Zhang Fei (5&7),
Zhao Yun (%) and Yang Jian (#8%).

On the IP licensing front, assembly character toys are considered a high-quality medium
for IP proprietors to expand consumer reach and maintain consumer loyalty. More specifically,
assembly character toys, due to their connection with consumers and their collectability, have
become an ideal medium for the storyline and values of a particular IP franchise. Products
under our Bloks System can recreate the essence of IP characters for wide demographics and
price segments, and effectively commercialize the IPs, which in turn position us as a preferred
partner of various proprietors of renowned IPs. As of the Latest Practicable Date, we had
obtained licenses for approximately 50 renowned IPs, including Ultraman, TRANSFORMERS,
Naruto, Marvel’s Infinity Saga, Marvel’s Spidey and His Amazing Friends, Minions, Pokémon,
Kamen Rider, Detective Conan, Hatsune Miku, Saint Seiya, EVANGELION, Hello Kitty,
Sesame Street, SUPER SENTAI, DC’s Superman, DC’s Batman, Harry Potter and STAR
WARS. We have successfully launched products based on 10 of the licensed IPs. As of June
30, 2024, we had available for sale 134 SKUs of toys under the Ultraman franchise and 64
SKUs of toys under the TRANSFORMERS franchise. Under our IP licensing agreements, we
have the right to offer assembly character toys in a large number of countries around the world.
For example, we have the right to sell our products under the TRANSFORMERS franchise in
major toy markets such as China, the United States, Europe and Southeast Asia.
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Unique advantages of combining patents and IP

Through the combination of our wide-ranging patents and rich IP portfolio, we have
created core competitive advantages that are hard-to-replicate:

. Balancing quality and cost. Through the integration of patents and IP in the entire
process of product design, research and development and production, we are able to
achieve a balance between product quality and cost control.

. Matrix-style and compatible product offering. Utilizing our patents and IPs, we have
successfully launched various individual products and product series and built an
extensive and hard-to-replicate matrix-style product offering. In addition, our
assembly character toys are highly compatible, and substantially all of the
components in our products can be used in our other models for mixing-and-
matching.

. Consumer ecosystem system. Through a matrix-style and compatible product
offering, we continue to attract a large number of highly active consumers, fans and
BFCs and provide them with the flexibility of re-creations such as re-touching and
modification. Due to the popularity of renowned IPs and our own event operations,
fans and BFCs actively create and disseminate a rich variety of high-quality UGCs.
The participation of fans and BFCs increases the activities of a large number of
consumers in our ecosystem, attracts new consumers to join our ecosystem, and
converts some consumers into fans and BFCs. The positive feedback from
consumers on UGCs created by fans and BFCs has further stimulated the creativity
and vitality of the ecosystem, thereby forming a unique Bloks consumer ecosystem
with a positive feedback loop.

Product strength underpinned by the full integration of R&D and production

Efficient research and development

We have a robust and efficient research and development team. As of June 30, 2024,
approximately 64% of our employees were engaged in research and development, of which
approximately 84% were focused on product-related research and development functions. Our
dedication to research and development enables us to build an extensive patent portfolio, which
protects the originality of our self-compatible product system and facilitates the establishment
of a network of partner factories specializing in the production of assembly character toys.

We follow a consumer-centric research and development philosophy, with a particular
focus on consumer feedback and consumer experience, and we apply our consumer insights
throughout the entire process, from product design to launch. In the product design phase, we
continue to improve the quality and experience of the product through consumer surveys and
participation. After product launch, we iterate the product based on consumer feedback to form
a closed loop to optimize product experience.
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Through our proprietary research and development system, coupled with our self-
developed software and information management systems, such as component editing software
and SKU information management system, we have achieved efficient and standardized
product design and development processes.

A partner factory network specializing in the production of assembly character toys

Leveraging China’s vast, high-quality and cost-effective production resources, we follow
a strict standard to select and manage our production partners, and establish long-term category
exclusive cooperation with industry-leading third-party partner factories, forming a technically
advanced partner factory network specializing in the production of assembly character toys.
Our research and development are deeply integrated with our specialized and modularized
partner factory network across China. We utilize our know-how in assembly character toy
production and various patents to curate proprietary production techniques and customized
equipment, making our partner factory network hard-to-replicate.

Through a highly standardized molding process, and an automated process of mold
injection, UV printing and painting, component sorting, and box packaging, we have achieved
efficient large-scale production and cost advantages. In the six months ended June 30, 2024,
we recorded a gross profit margin of 52.9%, which is above industry average, and were able
to offer products at the value price segment at RMB19.9 per unit at scale. Meanwhile, we have
achieved a molding accuracy of 0.004 mm, significantly higher than the industry average,
through an innovative molding technique. Therefore, our different products have consistent
quality, and the snapping forces required across different models are similar, which lead to a

smooth and consistent assembling experience.

We have formulated strict Bloks toy safety standards for our partner factory network
specializing in the production of assembly character toys, and the test indicators under our
safety standard meet global industry safety standards, including China’s toy safety standard
GB6675-2014, the United States toy safety standard ASTM F963 and the European Union toy
safety standard EN71.

Product strength

Integrating research and development and production brings about our product strength,
mainly including the following elements:

. Quality-for-money. Our products feature high quality, safety, endurability, exquisite
design, consistent assembling experience and recreation of the essence of IP
characters, and can be produced at a competitive cost, enabling us to launch
quality-for-money products in different price segments. For example, multiple SKUs
in the value price segment at RMB19.9 per unit that were launched in December
2023 under the Hero Infinity Galaxy Version Turbo, attained high popularity among
a wide base of value-conscious consumers, with a sales volume of over 350,000

- 169 —



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

BUSINESS

units in its first quarter of launch. In November 2024, we launched the
TRANSFORMERS Galaxy Version Defender in the value price segment at a
suggested retail price of RMB9.9 per unit to further expand the price segment
coverage of our products.

. Efficient new product launch. Our product launch is characterized by short cycle,
high frequency, large quantity and high success rates. In terms of the product launch
cycle, it takes approximately six to seven months from conceptualization to mass
production, which is lower than the industry average of 10 to 12 months. We
launched SKUs at a high frequency of approximately 30 to 90 SKUs per quarter
from 2023 to the six months ended June 30, 2024. In 2023, we launched a total of
197 SKUs, and plan to launch approximately 400 and 800 SKUs in 2024 and 2025,
respectively. In terms of product launch success rate, the products we launched
remain popular in the market and have achieved high success rates. Currently, the
vast majority of assembly character toy SKUs newly launched in 2023 remains
available for sale.

. Long IP’s product life cycle. We continue to launch new product versions and series
under each individual IP franchise, and extend each IP’s product life cycle through
continuous iterations. For example, we had launched seven versions and 26 series
under the Ultraman franchise, with a total of 134 SKUs available for sale as of June
30, 2024. Currently, all 12 series of Ultraman Galaxy Version we launched remain
available for sale, with Series 11 of such version achieving a 86.7% increase in sales
in its first quarter of launch as compared to that of Series 10.

. High consumer stickiness. As of June 30, 2024, we had approximately 2.0 million
registered members in the Weixin mini program, with a large number of repeat
purchasers. Members who activated their products on the Weixin mini program in
2023 activated an average of approximately five units of our assembly character
toys.

Content-driven online marketing strategy facilitating the efficient buildout of multi-
channel sales network

Unlike traditional toys, assembly character toys are naturally suitable for content-driven
marketing due to the consumer connection from the assembling process, and the fact that IP
characters are closely associated with rich contents that can be widely disseminated. As such,
we are able to leverage the popularity and influence of our rich IP portfolio and execute a
content-driven online marketing strategy to effectively reach and maintain a broad base of
consumers, fans and BFCs, and collect feedback on our products.
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We carry out systematic product content dissemination on social media platforms by
using multiple communication channels, including our official accounts and the accounts of
KOLs, KOCs, fans and BFCs, combining the IP attributes and channel characteristics, and
synchronizing timing with the IP proprietors’ promotional activities:

. Official accounts. We publish high-quality images and videos that highlight our
product design and the essence of IP characters to enhance brand awareness.
Additionally, we dynamically adjust the timing of new product launches and
marketing content releases based on the relevant IP’s content release schedule,
effectively supporting our product marketing.

. Collaborations with KOLs and KOCs. The KOLs and KOCs we work with publish
contents to highlight the advantages of our products, including new product features
such as cool appearances and new production techniques, recreations of classical
movie scenes, and assembling experience sharing, to stimulate the activities of our
consumer ecosystem. The more than 800 KOLs and KOCs we worked with in 2023
and 2024 had an aggregate of approximately 240 million followers (which could be
overlapping among different KOLs and KOCs) across various online platforms as of
the Latest Practicable Date, with the top 10 KOLs and KOCs having approximately
40 million followers in aggregate, accounting for 34.0% of the approximately 240
million followers.

. UGCs. Our products that recreate the essence of IP characters stimulate the fans’ and
BFCs’ interests in product re-creations and subsequent content sharing utilizing our
diverse product offering. Through official reposting and event operations such as
product photo sharing, assembling and re-creation competition and offline
exhibitions, we further promote creativity and UGC sharing by consumers, fans and

BFCs on social media platforms.

Hashtags related to us and our products have generated more than 11 billion views across
various social media platforms, which corroborates the success of our content-driven online
marketing strategy. We actively reflect consumer feedback on our products from these social
media platforms in product development and iteration processes, forming a positive feedback
loop based on consumer insights.

Our content-driven online marketing strategy has enabled us to efficiently establish a
multi-channel sales network. Content-driven marketing deepens consumers’ awareness of our
brand and products, promotes our products effectively, improves the success rates of new
product launches, and has a network effect on multi-channel sales promotion. A large number
of online and offline channel partners also seek cooperation with us because of our product
strength and popularity. As of June 30, 2024, we had established a strong market position in
offline sales channels in China, including retail outlets and specialty outlets. Through over 450
distributors, our products can effectively reach all first- and second-tier cities and over 80% of
the third-tier cities and below. Our products are also sold in large-scale supermarkets and
specialty outlets in China, including Toys*“R”Us, Kidswant, Kulechaowan, and Walmart. Our
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online channels in China cover mainstream e-commerce platforms, including Tmall, JD.com,
Douyin, and Pinduoduo, as well as our own Weixin mini-program. Meanwhile, our products are
also sold through online and offline channels including Amazon, Toys“R”Us, 7-Eleven and
Walmart in overseas markets including the United States, Southeast Asia and Europe.

Through our content-driven online marketing strategy and multi-channel sales network,
we have achieved solid sales and marketing results. As a leader in China’s assembly character
toy segment, we are widely recognized by consumers. We had a total of more than 13 million
fans on online platforms including JD.com, Weixin, Tmall, Douyin, Pinduoduo, Kuaishou,
Weibo, Xiaohongshu and Bilibili as of the Latest Practicable Date, ranking us one of the top
two brands in the Chinese toy industry in this regard. Our assembly character toys enjoy fast
inventory turnover. In the six months ended June 30, 2024, our assembly character toys stayed
in our warehouses for approximately 30 days on average. In the six months ended June 30,
2024, our marketing and promotion expenses accounted for 4.6% of our total revenue,
significantly lower than the industry average.

Sustainable growth model with matrix-style product offering covering all demographics,
all price segments and global consumers

Leveraging our advantages as a leader in the assembly character toy segment, we have
successfully curated a product offering catering to all demographics, all price segments and
global consumers:

. All demographics. Based on the Bloks System and our rich IP portfolio, we
developed a product offering that can meet the long-term needs of diverse
consumers and fans of all ages and genders. As of June 30, 2024, we had available
for sale 116 SKUs designed primarily for children under the age of six, including
products under the Magic Blocks franchise, 295 SKUs designed primarily for
consumers between the ages of six and 16, including products under the Hero
Infinity, Ultraman, TRANSFORMERS and Naruto franchises, and 20 SKUs
designed primarily for consumers over the age of 16, including products under the
Ultraman and TRANSFORMERS franchises.

. All price segments. Leveraging our efficient research and development and partner
factory network with cost advantages and consistent quality, we are able to launch
highly popular quality-for-money products covering all price segments. Suggested
retail prices of our mainstream products range from RMB9.9 to RMB399, with the
majority having a suggested retail price between RMB19.9 and RMB79, and we are
also capable of expanding the price range of our products upwards and downwards.
Our multi-channel sales network brings our products in the value, mass-market,
mid-end and high-end price segments to a large number of consumers. We launched
the Ultraman Galaxy Version in the mass-market price segment at a suggested retail
price of RMB39 in January 2022, and the Hero Infinity Galaxy Version Turbo in the
value price segment at a suggested retail price of RMB19.9 in December 2023, both
of which achieved strong sales with positive consumer feedback. In November 2024,

-172 -



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

BUSINESS

we launched the TRANSFORMERS Galaxy Version Defender in the value price
segment at a suggested retail price of RMB9.9 per unit to further expand the price
segment coverage of our products.

. Global consumers. Assembling mechanism has a universal appeal, thus assembly
character toys can naturally meet the widespread demands of consumers and fans
around the world for toys that are easy to play with. Leveraging China’s high-quality
production resources and our partner factory network specializing in the production
of assembly character toys, we are able to provide quality-for-money toys to global
consumers. We also have the rights to sell assembly character toys under IP
franchises popular among global consumers and fans in multiple countries, and we

have been building a sales network covering various overseas markets.

Our product offering catering to all demographics, all price segments and global
consumers are three distinctive drivers for our continued, sustainable and robust growth. In
addition, we plan to expand into new categories, such as vehicle toys, following the same
product offering approach.

Dedicated founder and management team with a track record of entrepreneurship and
innovation capabilities

We have a team of dedicated founders and senior management with successful experience
in innovation. Our management team combines talents from toy, cultural and entertainment and
TMT industries. With an average of over 15 years of experience in relevant industries, our
founder and the core members of our senior management possess a combination of innovative
thinking and expertise from different fields.

Our founder Mr. Zhu is a seasoned serial entrepreneur, who has co-founded a listed
company. Mr. Zhu possesses deep industry experience across key areas ranging from product
research and development, IP development and management, production to sales and
marketing. Mr. Zhu’s leadership, profound industry insights and innovative and entrepreneurial
spirit spearheaded our rapid growth in the past, and will continue to propel our growth in the
future. Our senior management team has strong capabilities in products innovation and

development, and we have won multiple prominent awards and honors in the industry.
With the leadership of Mr. Zhu and the assistance of the senior management team, we will

continue to uphold the vision of offering fun products globally and deliver the joy of

assembling to global consumers and fans.
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STRATEGIES

Solidify our leadership position in assembly character toys by continuously capturing
growth opportunities across all demographics, all price segments and global consumers

We aim to continue to execute our growth strategy of capturing all demographics, all price
segments and global consumers to solidify our leadership in the assembly character toy
segment. Specifically, we plan to continue to expand our product offering, deepen our IP
accumulation, expand our multi-channel sales network and strengthen our consumer ecosystem

to meet the diverse demands of a wide range of consumer and fan groups.

. Product offering. We plan to continuously expand our product offering to further
expand target consumers and price segment coverage, including more SKUs based
on renowned IP franchises, including Minions, Pokémon, Detective Conan, Hatsune
Miku, EVANGELION, Hello Kitty and Sesame Street. We plan to leverage our
proven capability to develop assembly character toys with various quality-for-
money propositions, including excellent experience, exquisite design and high
quality to launch new products based on these non-exclusive IPs that compete
favorably with products based on the same IP(s) produced by other industry players.

. IP accumulation. We plan to continue to accumulate more IPs to meet the needs of
diverse consumers and fans by strengthening our efforts in in-house IP
developments and expanding cooperation with proprietors of renowned IPs. As of
the Latest Practicable Date, we were negotiating IP licensing arrangements for more
than 25 renowned IPs.

. Multi-channel sales network. We plan to continue to expand our offline channels in
China to cover more retail outlets, especially in lower-tier cities. In addition, we
plan to develop online and offline DTC channels to have more direct and timely
consumer feedback in order to better connect with our consumer and fan base. In
particular, we plan to open flagship stores in selected major cities in the near future.
These stores can serve as physical touchpoints where customers can experience our
products firsthand and provide immediate reactions and opinions. Additionally,
flagship stores create a space for building stronger relationships with loyal
customers, fostering a deeper sense of community. Meanwhile, leveraging our
leading position in China and an expanding overseas coverage of the licensed IPs,
we plan to cooperate with more overseas channel partners to effectively increase the
number of retail outlets and expand geographical coverage, so as to realize rapid
growth in the sales of our diverse, quality-for-money, and fun products in the
overseas markets.
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In order to implement our growth strategy of capturing all demographics, all price
segments and global consumers, on the production front, we plan to invest in core production
resources such as molds and our own scaled factories specializing in the production of
assembly character toys to expand and optimize our production resources. We seek to achieve
economies of scale efficiently by considering a range of factors related to the potential
self-operated factory, including cost, quality control, production capacity, production delivery
and logistics, and aiming to realize the best business and financial returns with the optimal
balance between the self-operated production capacity and partner factories’ production

capacity.

Expand product categories

Leveraging the strong expandability of the Bloks System, we plan to replicate our success
in the assembly character toy category across a wider range of toy categories, including vehicle
toys and various scenery toys. Our current brick-based toy offering contains vehicles and
therefore we already possess relevant experience in developing vehicle toys. Moreover, we
believe that the conceptualization and mechanical design of assembly toys based on vehicles
to be much less complicated than those of assembly toys based on IP characters due to factors
such as posability and amount of details. The Bloks System allows us to incorporate our
innovative and systemized assembling mechanism and standardized connection mechanism in
the design of assembly vehicle toys to reduce development costs. We are also able to leverage
our network of partner factories to produce these assembly vehicle toys at a competitive cost.
According to Frost & Sullivan, the vehicle toy segment is the second largest toy segment by
form in the global and China’s toy market, with a GMV of RMB96.7 billion and RMB15.1
billion and a penetration rate of 12.5% and 14.4% in the global and China’s toy market in 2023,
respectively. Our rich experience in commercializing a wide range of IPs serve as a solid
foundation for us to make assembly vehicle toys an important new category for development.
We plan to launch vehicle toys in 2026 and scenery toys further down the road. A product
offering covering diverse assembly toy categories and the combination of different assembly
toy categories will significantly expand the playing themes of our toys and bring significant
mid- to long-term growth potential.

Build a team of high quality global talents

We uphold a people-oriented corporate culture and regard employees as the cornerstone
of sustainable corporate development, and we plan to continue to attract, train, retain and
motivate high-quality global talents to support our global growth strategy. Specifically, we plan
to continue to recruit and cultivate talents for innovation in key aspects of our business,
including product design and development, in-house development and licensing of IPs,
procurement and production, and sales and marketing, so as to effectively cover major markets
in China and overseas to offer quality-for-money products to global consumers. We believe that
a high quality, dedicated and experienced team is the key to our success. Furthermore, we plan
to strengthen our talent incentive programs to support our employees in achieving career
development while driving our business success.
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Strategically pursue investment and acquisition opportunities

To execute our growth strategy, we aim to pursue further strategic cooperation with a
wide range of partners in the global assembly character toy industry value chain, including IP
proprietors, partner factories and sales channel partners, to build a strategic partner network.
In particular, we plan to jointly invest in IP contents and deepen cooperation with proprietors
of renowned IPs. We also aim to strategically explore potential acquisition opportunities to
further strengthen our IP portfolio, product offering, research and development capabilities and
sales channels. As of the Latest Practicable Date, we had not identified any targets for any

significant investments or acquisitions in the near future.

Commitment to sustainability and social impact

We are committed to fulfilling our social responsibilities, and believe that ESG-related
strategy is critical to the sustainable development and success of our business. In the product
design process, we plan to adhere to environment friendly and compatibility design concepts:
(i) Environment-friendly: We plan to increase the use of degradable, environmentally friendly
raw materials for product production and packaging without compromising consumer
experience; (ii) Compatibility: We focus on product compatibility and endurability, providing
consumers and fans with various ways to play with our toys and reuse the parts and
components, thereby reducing the waste of raw materials in the industry. We also plan to
continuously optimize production techniques and upgrade automation technologies to further
reduce production waste, energy use and carbon emissions.

We will continue to support and participate in charitable events that are in line with our
values, and we are in the process of establishing the Bloks Foundation. We plan to focus our
charitable events on causes such as green and environmentally friendly technologies in the
field of toy production, the cultivation of innovative talents, original content creation and
funding for children’s development.

OUR PRODUCT APPROACH

We adopt a product approach that offers consumers a new choice in the highly popular
character toys market. Through our product approach that employs an optimal combination of
standard and customized components, we produce character toys that recreate the essence of
the IP characters, and are fun to assemble and play with, and more accessible in terms of
pricing.

Surrounding our product approach, we have built the Bloks System that comprises
standardization of product design, research and development and production, a self-compatible
product system and a consumer ecosystem. The use of standard components across different
models brings design and production efficiency, which in turn enables us to offer quality-for-
money toys. To entrench the distinctive advantages of our product approach, we have
developed and accumulated a hard-to-replicate combination of wide-ranging patents that
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protects the originality of our self-compatible product system. Our product approach also
enables us to effectively commercialize our self-developed and licensed IPs to strengthen and
rapidly broaden our product offering.

The Architecture of Our Assembly Character Toys

The architecture of our assembly character toys draws inspiration from human physique
to assimilate stability, mobility and appearance. Under this approach, we recreate characters
that can be assembled, posed and customized with details through the combination of standard
and customized components.

Standard components are primarily used as the structures and joints of an assembly
character toy which can be shared across different models. The use of standard components
enables consumers to mix and match different parts of different models for their own unique
creations. Separately, production process of these components can be more easily standardized,
which enables us and our partner factories to produce products with consistent quality while
benefiting from economies of scale, thereby offer quality-for-money toys. Customized
components are primarily the external appearance layer which allows us to recreate the unique
visual and narrative elements of popular characters from the IPs in miniature form.

With standardized design, particularly the connecting mechanism, substantially all of the
standard and customized components among different models can be interchangeable for
re-creation. Separately, the majority of components of a single product are standard
components.

. Standard Components — “Structures” and “Joints”

The “structures” used in our products are designed to mimic the skeletal structure
of human beings to support the weight and maintain the shape of our assembly
character toys. The “joints” used in our products are designed to mimic the joints of
human beings which connect different toy parts together. We integrate the ratchet
mechanisms into the joints to provide support for complex and dynamic poses,
allowing for flexible and precise control over the positioning and movement of the
figure’s limbs. Such design improves the stability of different customized poses that
can be maintained over time. In addition, snapping forces required to assemble the
standardized joints across our SKUs are similar, which improves the experience in
the consumers’ assembling process. A same set of structures and joints can be used
as the basis of design for different products.

. Customized Components — Appearance Layers
The appearance layers such as the unique armor or clothing for the IP characters are
used to recreate their design and narrative elements. These components are designed

with patterns, colors and texture that enhance the appearances and closely mimic the
characters’ original appearances.
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The Architecture of Our Assembly Character Toys
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Our Patent Portfolio

We have a patent portfolio covering components and production techniques, which
protects the originality of our self-compatible product system, and provides our partner
factories with the technology and technique foundation for the production of our assembly
character toys.

Component-related patents include overall assembly structure, joints, appearance design,
connecting mechanism and posing mechanism. These patents enable us to better control
product quality, improve the consumer experience in terms of fun and ease of assembly while
achieving economies of scale, as well as accurately convey the unique design and narrative
elements and simulate dynamic poses of popular IPs in our assembly character toys. Production
technique-related patents, including mold injection and production process automation, enable
us and our partner factories to achieve efficiency and ensure quality in scaled production, both
of which facilitate cost reduction.

For example, we have a patent relating to the overall assembly structure of our assembly
character toys which standardizes the design of such products using modularized components,
allowing for efficient conversion of IPs into assembly character toys. Our patent relating to
joints of our assembly character toys improves the durability of the product’s rotation structure
through special mechanical design. In addition, our different standard and customized
components can be connected through our patented connecting mechanisms, making the parts
and components from different models mutually compatible and interchangeable. Furthermore,
our patented injection technique reduces the injection pressure and shortens the time needed for
stabilizing the injected plastics, which effectively improves the production efficiency. We
utilize these patents for our proprietary production techniques and customized equipment to be
used by our specialized partner factories.
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Our IP Portfolio

We follow a systematic approach for IP development, sourcing and management to build
a rich portfolio of IPs. When developing or selecting the IPs to be licensed, we consider key
factors including overall popularity of IPs, consumer preferences, product adaptability and
product offering expansion potential. We have a dedicated team to oversee IP operations,
focusing on IP portfolio expansion, extending IPs’ product life cycle and maximizing the value
of IPs through commercialization.

Since our inception, we have accumulated a diverse portfolio of IPs through self-
development and licensing. In addition to our success in incubating self-developed IPs, our
successful track record in commercializing self-developed and licensed IPs positions us as a
preferred partner for IP proprietors. The number of IPs in our portfolio increased from nine as
of December 31, 2021, to approximately 50 as of the Latest Practicable Date. We are able to
develop multiple versions of assembly character toys and brick-based toys with different sizes,
pricing and levels of details under each IP.

Our Selected IPs
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Self-developed IPs

We currently have two self-developed IPs: Magic Blocks (% 1fi £ 1) and Hero Infinity
(e HEHERR). We have the full right to these self-developed IPs, including the development of
various products such as assembly character toys and brick-based toys and the right to produce
animated series, among others. Through original stories and products, our self-developed IPs
enable us to further unlock our brand value and strengthen brand awareness. As of the Latest
Practicable Date, our Magic Blocks and Hero Infinity animated series had a cumulative
viewing of over 15.2 billion on a push streaming or clicking basis and a fan base of over 5.0
million in aggregate. As of June 30, 2024, we had 103 SKUs of toys available for sale.

. Magic Blocks. Launched in 2017, the Magic Blocks story revolves around the
adventure of three main characters, Bobo, Lulu and Coco and their friends. Magic
Blocks is developed primarily for children under the age of six. As of the Latest
Practicable Date, we had launched 214 episodes of Magic Blocks animated series.
As of June 30, 2024, we had 50 SKUs of Magic Blocks toys available for sale.

(FR
~.=§;§n’ '. . :

Magic Blocks (B ##H & ™)
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. Hero Infinity. Hero Infinity was launched in 2022. We combine the mecha elements
with the iconic fictional figures from classical Chinese literatures, such as the
Monkey King (##1E%%), Nezha (WFIt) and the Bull Demon King (4 ), and
historic figures, such as Guan Yu (#°P)), Zhang Fei (58/%) and Zhao Yun (), to
create hero stories with modern elements. Hero Infinity is developed for a broad

consumer base. As of the Latest Practicable Date, we had launched 59 episodes of
Hero Infinity short videos. As of June 30, 2024, we had 53 SKUs of Hero Infinity
toys available for sale.

Hero Infinity (FZEER)

Case Study — Hero Infinity

Through a combination of innovative design, captivating storytelling, high-quality
assembly character toys and our consumer engagement, Hero Infinity has the potential to

capture the imagination of a global audience.
IP and Character Design

Our characters are carefully chosen from classical Chinese literatures based on the
characters’ cultural significance, enduring popularity, unique personalities and potential for

reinterpretation within a mecha universe. We combine iconic imagery with innovative designs
that convey the personality and cultural narratives of each selected character through details.
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Animation Production

Following character design and story development, animation is created to bring the
heroes to life. This stage involves detailed scriptwriting and storyboarding, character
animation, scene creation and special effects, ensuring a visually captivating experience.
During the Track Record Period, we engaged Bloks Culture, which was a subsidiary of the
Group prior to the termination of the Contractual Arrangement, for animation production. In
October 2024, we ceased such cooperation with Bloks Culture, given the animation production
industry in China is relatively mature with ample qualified suppliers.

Product Commercialization

The transition from concept art to a tangible assembly character toy involves a
comprehensive process. We first conduct mechanical design to curate a set of standard and
customized components for toy assembling. During this process, we apply DFM principles to
determine the optimal combination of standard and customized components in toys. Colors,
materials and finishes are carefully chosen to match the character designs.

Once the designs are completed, we design high-quality molds to replicate the
components. Because we use a significant portion of standard components in our designs, we
can use the molds for such standard components for many different models and only need to
create molds for customized components for each new model.

We work with specialized partner factories that are dedicated to the production of our
products. We integrate our know-how in assembly character toy production and various patents
to curate proprietary production techniques that can ensure the delivery of quality finished
products.

Consumer Engagement

The assembly character toys under Hero Infinity were highly popular among consumers.
Enthusiasts of our assembly character toys created and published videos and posts sharing their
experience and passion for our products and received millions of views on social media
platforms. One of the most popular UGC videos received more than 25 million views across
various social media platforms within one year of its publication. Such UGCs further promote
the Hero Infinity IP.

Animation Product
Production Commerecialization

IP and Character Design Consumer Engagement
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Licensed IPs

We are able to successfully develop products that resonate with fans and effectively
commercialize IPs. As such, we have become a preferred partner among proprietors of
renowned [Ps. We enter into non-exclusive license agreements to secure the rights to develop
and sell toys in China and overseas. As of December 31, 2021, 2022 and 2023 and June 30,
2024, we had seven, 10, 13 and 18 IP licensing agreements in effect with seven, 10, 11 and 12
IP proprietors or licensors. As of the Latest Practicable date, we had 22 IP licensing agreements

113

in effect with 10 IP proprietors and three licensors. See “— Intellectual Properties — IP
Licensing Arrangements.” Generally, our licensing agreements do not provide predetermined
conditions for renewal, and they can be renewed or extended upon mutual agreement. We strive
to maintain positive relationship with our IP proprietors and licensors. As a result, we have
been successful in renewing or extending our licenses without a significant increase in the fee
rates. We typically start the renewal or extension negotiation three to six months prior to the
expiration of our licenses. For certain IPs with good product sales and high potential, we may
seek to start such negotiation at an earlier stage. Our licensed IP portfolio includes a wide range
of IPs that are popular across wide demographics including age groups and genders. As of June
30, 2024, we had more than 30 licensed IPs and 263 SKUs available for sale based on our
licensed IPs. The table below sets forth certain information on our selected licensed IPs under

the 22 IP licensing agreements in effect as of the Latest Practicable Date.

Counter-
parties of
the licensing Licensing
IP Name agreements Licensed Territories  Expiration Year
Ultraman IP licensor China‘" 2027
North America, Europe 2025
and certain regions
in Asia
TRANSFORMERS IP proprietor Over 50 countries 2028
globally
Naruto IP licensor China 2025
Marvel: Infinity Saga IP proprietor Nine countries in Asia 2025
and Spidey and His
Amazing Friends
Minions IP proprietor Over 150 countries 2027
globally
Pokémon IP licensor and China 2025

IP proprietor

Note:

(1) Including Hong Kong, Macau and Taiwan.
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Counter-
parties of
the licensing

Licensing

IP Name agreements Licensed Territories  Expiration Year
Sanrio: Hello Kitty, My IP licensor China 2027
Melody, Cinnamoroll,
Pom Pom Purin,
Kuromi, Pochacco,
Hangyodon and
Tinychum
Sesame Street IP proprietor 40 countries in Asia, 2026
Oceania, North
America and Europe
Yeloli IP proprietor Globally other than 2026
the United States,
Mexico and Canada
Three-Body IP proprietor China 2027
THE LAND IP proprietor China™” 2026
OF WARRIORS
Saint Seiya IP licensor China 2026
Hatsune Miku IP licensor China 2026
Detective Conan IP licensor China 2026
Kamen Rider IP licensor China 2025
EVANGELION IP licensor China 2026
Shin Kamen Rider IP licensor China 2025
Honor of Kings IP proprietor China 2026
SUPER SENTAI IP licensor China 2025
Anime ULTRAMAN IP licensor China 2026
Series
Harry Potter and DC: IP proprietor China 2027
Superman, Batman,
The Justice League,
Aquaman, The Flash
and Wonder Woman
STAR WARS IP proprietor China 2028

Case Study — Ultraman

Ultraman is a highly popular Japanese science fiction franchise that began in 1966. The
franchise has since spawned many TV series, films, comic books, animes and other media
publications.

We entered into license agreement with the IP licensor of Ultraman in 2021 and obtained

the rights to design, develop, produce and sell Ultraman assembly character toys in China.

Note:

(1)  Including Hong Kong, Macau and Taiwan.
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Our success with Ultraman can be attributed to a number of factors, including:

. Continuous product innovation: We continuously rolled out new products. We
launched Ultraman Galaxy Version in 2022. Since then, we have developed and
introduced 12 series of assembly character toys under this version. As of the Latest
Practicable Date, all series under the Ultraman Galaxy Version remained available
for sale. The Series 11 achieving a 86.7% increase in sales volume in the first quarter
of its launch in April 2024 compared to that of Series 10.

Series 1 4 i;
(Launched in 1Q2022) 140.1 4

Series 2 9
(Launched in 2Q2022) 369.5 ??l

Series 3 .
(Launched in 3Q2022) 492.3 ‘jﬁf :

Series 4 %
(Launched in 3Q2022) 647.8 ?

Series S
(Launched in 4Q2022) 677.7

(Lamcﬁs(ll'iiis4?)2022) 803.5 ﬁ

(Launci’:cll‘i;SIZQZOB) 1,274.9 ﬁ .
(Launcggcll‘iiis2%2023) 2,247.9 ﬁ
(Launcsh:dﬁije]s_?:%ZOB) 2,899.4 ﬁ

Series 10 B
(Launched in 4Q2023) 4,226.8 ﬁ

Series 11
(Launched in 2Q2024)

e

7,892.3 A

o,
o

Units sold within the first quarter since launch for
different series of Ultraman Galaxy Version ("000)

. Effective content-driven marketing strategy: Our Ultraman assembly character toys
were promoted leveraging our content-driven online marketing strategy through
various channels, including official accounts and the accounts of KOLs and KOCs
on social media platforms. BFCs also posted UGCs showcasing their own creative
combination and modification of the assembly character toys using parts from
different products of ours.

Selection of IPs

We actively look for IPs that are widely popular and can potentially complement our
current product offering and further expand our target consumer groups. In the IP selection
process, we conduct extensive market research and rely on our deep insights on market trends.
The key personnel responsible for our IP selection have extensive experience with a deep

understanding in the animation industry.
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Generally, we will take into account of below factors when selecting IPs:

. Popularity: Popularity of a candidate IP can determine its potential for sales and
product feasibility to gain access to the market. Reputation of a candidate IP is also
important as our brand image will be closely associated with the selected IP after we
launch new products under it.

. Consumer preference: We assess whether the fans of a candidate IP align with the
target consumer groups of our potential product offering. Fans base, location and
willingness to purchase IP merchandises are important factors to be taken into
account during such assessment.

. Product adaptability: We carefully evaluate the feasibility and associated cost to
develop assembly character toys from the candidate IPs. For example, we prioritize
obtaining IPs of selected heroes, robots and cuddly animal monsters, which can be
more conveniently converted into assembly character toys and better complement
our existing product offering.

. Product offering expansion potential: We consider the worldview and storylines
associated with the IPs and the variety of characters within the IP franchise to make

sure we are able to expand our product offering under each individual IP.

IP Protection

We employ stringent measures to protect our rights under self-developed IPs and licensed
IPs. In addition, we have a special task force to comprehensively monitor and handle IP
infringements.

Self-developed IPs

In safeguarding our self-developed IPs, we implement rigorous internal protocols to
ensure comprehensive protection. This involves thorough documentation of the creation of the
IP and prompt registration of the relevant intellectual property rights. We also implement
robust confidentiality procedures and protocols. In addition, we proactively monitor public IP
registration platforms and appearances of our self-developed IPs and actively seek remedies for
any potential or identified infringements.

Licensed IPs

To safeguard our rights under the licensed IPs, we conduct thorough checks to ensure the
validity of the rights held by IP proprietors or licensors. This involves reviewing their licenses
and researching to confirm no conflicts or infringements exist. We also have contractual
protection under the licensing agreements. We require that IP proprietors or licensors to
represent that they have the relevant intellectual property rights or full authorization in relation
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to the IPs. If we incur losses as a result of defects in the IP proprietor’s or licensor’s intellectual
property rights, the IP proprietor or licensor shall be held liable for breach of contract. In
addition, similar to self-developed IPs, we implement robust confidentiality procedures and
protocols.

OUR PRODUCT OFFERING

We primarily offer assembly character toys, and to a lesser extent, brick-based toys.
Driven by a passion for fun and creativity, we combine our outstanding product design
capabilities with our rich IP portfolio, and develop products catering to wide demographics,

price segments and global consumers. As of June 30, 2024, we had 431 SKUs of products
available for sale.

Set forth below illustrates our product offering.

Ultraman /\ o Naruto

Magic }
Blocks ¢ : \
mlm & e Yeloli
Version 3
R mlm Shining Anniversary Classic e
&a Version Vetsion  Version \emon SGalagy Vecion THE LAND
s
Assembly 5‘ ° OF
Amazing Level Super Level Ch aracter TOV 3 WARRIORS
Galaxy Version
Honor Action X Yearly Memorial Classic y i’{
Version Edition Version Version Theme / o -
Self- ersion y o) o Saint Seiya
Licensed %
developed . 3
Ps IPs b Galaxy Version Champion Class
N L o Kamen
Galaxy: Shining: Galaxy Rider
TRANS- Version Version Version - Gal’ev%yb \?ﬂlaxy
3 Defender ersion Turbo Version,
Galaxy Version Turbo ~ Classic Version  Action Edition FORMERS
Hero .
X ° 4 & Marvel
Infinity
Classic X Yearly Action Galaxy Amazing

_Class  Version Edition Version Level,

¢ St
Tt PP

N

Brick Desks

Brick Vehicles
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The table below sets forth the breakdown of our total revenue by product type and IP

category for the periods indicated.

Assembly character toys
Self-developed IP. . . . . .
Hero Infinity . . . . . ..
Others . ... ... ..
Licensed IP . . . ... ..
Ultraman . . . . . . ..
TRANSFORMERS . . . . .
Others . ... ... ..

Subtotal. . . ... ... ..

Brick-based toys
Self-developed [P and other
self-developed products . .
Magic Blocks . . . . . .
Others . . .. ... ..
Licensed IP . . . ... ..

Subtotal. . . . ... .. ..

Others” .. ... ... .

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)

- - 1,865 0.6% 64,203 13% 18,494 0.0% 173073 16.5%
- - 1,865 0.6% 04,203 7.3% 18,494 0.0% 169713 16.2%
- - - - - - - - 3,360 0.3%
- - 15808 35.5% 704835 804% 222935 T19% 850,009  81.3%
- - 483 2% 56720 635% 203,880 65.8% 600,681  574%
- - - - 14977 143% 4,553 15% 195444 18.7%
- - 4325 1.3% 23,138 2.6% 14,502 4.6% 33,884 3.2%
- - 1761 361% 769,038 817% 241429 TI9% 1,023,082 97.8%
301280 914% 176952 54.4% 91,711 10.5% 58,09 18.8% 2434 21%
142208 43.1% 83320 25.6% SI195 3.8% 35033 113% 9,574 0.9%
159058 483% 93,631 288% 40516 47% 23,066 7.5% 12,860 1.2%
20377 6.1% 29,699 9.1% 14571 1.6% 9,976 3.2% 531 0.1%
N1663  97.5% 206651  635% 106,282  121% 08,075 22.0% 0965 2%
8100  25% L350 04% 1366  0.2% #8500 01% 15 0.0%
297172 100.0% 325574 1000% 876,686  100.0% 309939  1000% 1,046,203  100.0%

(1)  Others primarily include other non-toy revenue, such as certain revenue generated from advertisements shown
before, during or after the play of our animations on online platforms.
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Our revenue increased by 169.3% from RMB325.6 million in 2022 to RMB876.7 million
in 2023, and by 237.6% from RMB309.9 million in the six months ended June 30, 2023 to
RMB1,046.2 million in the six months ended June 30, 2024. Such increase was primarily due
to an increase in revenue from assembly character toys. We began to offer assembly character
toys in January 2022 on the back of the Bloks System. Our successful commercialization of an
expanding and diversifying portfolio of self-developed and licensed IPs and the rapid
expansion of our sales network resulted in a significant increase in the sales volume and
revenue of assembly character toys from 2022 to 2023 and the six months ended June 30, 2023
to the six months ended June 30, 2024.

The table below sets forth the sales volume and average selling prices of our toy products
for the periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
Average Average Average Average Average

Sales  Selling  Sales Selling  Sales Selling  Sales Selling  Sales Selling

()

volume Price volume Price  volume Price  volume Price  volume Price

(Unit (Unit’ (Unit’ (Unit (Unit’
000) (RMB) ~ 000) (RMB)  000) (RMB) 000)  (RMB)  000) (RMB)

Assembly character

tOYS oo - - 6291 19 36474 21 11,004 22 56,225 18

Ultraman ............. - - 593 19 26,629 21 9,342 22 29470 20

TRANSFORMERS ... - - - - 5,387 23 254 18 8845 22

Hero Infinity......... - - 89 20 3,240 20 712 26 14,500 12
Brick-based toys ...... 3,594 89 2,154 96 926 115 531 128 236 97

Magic Blocks ....... 1,501 95 718 116 390 131 265 132 86 112
Total/Overall .......... 3,594 89 8,445 38 37400 23 11,535 27 56,461 19
Note:

(1) Average selling price is calculated through dividing revenue by the relevant sales volume during the
same year/period, representing the average price at which we sold to our customers.
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The table below sets forth the breakdown of our gross profit and gross profit margin by
product type and IP category for the periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024

Gross Gross (Gross Gross (Gross
Gross Profit ~ Gross Profit  Gross Profit ~ Gross Profit ~ Gross Profit
Profit ~ Margin ~ Profit ~ Margin ~ Profit ~ Margin  Profit ~ Margin  Profit  Margin

(in RMB thousands, except for percentages)

(unaudited)
Assembly character toys
Self-developed IP . . .. . .. - - 768 412% 35742 550% 8985 48.6% 107208 61.9%
Hero Infinity. . .. .. . .. - - 768 412% 42 N5T7% 898 486% 10524 62.0%
Others ... ...... .. - - - - - - - - 199 382%
Licensed IP . . .. ... ... - - M 360% 336647 418% 971889 439% 437624 515%
Ultraman . . .. .. .. .. - - AL8Y 375% 2620118 471% 90371 443% 302,695 50.4%
TRANSFORMERS . . . . . . - - - - 67927 44% 2309 50.7% 110670 56.6%
Others . ... ....... - - 697 161% 6602  285% 5209 359% 24259  45.0%
Subtotal/Overall. . . . . .. .. - - 43290 36.8% 3389 484% 100874  443% 4483 333%
Brick-based toys . . . . .. ..
Self-developed IP and other self-
developed products . . . . . . 12413 373% 09637 394% 3808 415% 25347 6% 84 3B1%
Magic Blocks . . . . . . .. 9116 41.6% 37600  45.2% 23687  463% 16554 473% 4329 452%
Others . ... ....... $3297  385% 3977 2% 14361 354% 8793 381% 4212 328%
Licensed IP . . . .. ... .. 6,005 300% 9242 3L1% 39 204% 3552 35.6% 07 39.0%
Subtotal/Overall. . . . . . . .. 18518 368% 78879  W2% 41167 387% 28899 425% 8§48 381%
Others” . ... ... ... .. 4883 602% 1250  1000% 1,366 100.0% 435 1000% 156 100.0%
Total/Overall . . . .. ... .. 123400 374% 123419 39% 414922 41.3% 136,208  439% SSRTI6  5L9%
Note:

(1)  Others primarily include other non-toy gross profit, such as certain gross profit generated from advertisements
shown before, during or after the play of our animations on online platforms, which is generally not directly
associated with any cost of sales.
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Our gross profit increased by 236.2% from RMB123.4 million in 2022 to RMB414.9
million in 2023, and by 306.5% from RMB136.2 million in the six months ended June 30, 2023
to RMB553.7 million in the six months ended June 30, 2024. Such increases were primarily
due to an increase in gross profit from assembly character toy sales, which was mainly
attributable to an increase in sales volume of our assembly character toys. Our gross profit
margin increased from 37.9% in 2022 to 47.3% in 2023, and from 43.9% in the six months
ended June 30, 2023 to 52.9% in the six months ended June 30, 2024. Such increases were
primarily due to strong increases in revenue contribution and gross profit margin from
assembly character toy sales as we enjoyed stronger economies of scale along with our

business growth.

Our assembly character toys under self-developed IPs have higher gross profit margin

than those under licensed IPs because no licensing fee is required for using our own IPs.

Assembly Character Toys

Our assembly character toys are welcomed by fans for their creativity, fun and aesthetics.
Our assembly character toys are all designed based on IPs. We develop different versions of
products under our IPs with various sizes, component details and suggested retail prices. Under
one version of products, we may launch multiple series with different SKUs covering different
characters.

Our assembly character toys incorporate visual and narrative elements of IP characters,
and are highly enjoyable through assembling and mix-and-match of components across our
products. We offer a vast number of SKUs catering to wide demographics, price segments and
global consumers. As of June 30, 2024, we had 321 SKUs available for sale among which 11
SKUs were designated primarily for consumers below the age of six, 290 SKUs were designed
primarily for consumers between the ages of six to 16 and 20 SKUs were designed primarily
for consumers over the age of 16. Ultraman, TRANSFORMERS and Hero Infinity are our top
three IPs in 2023. The IP proprietor or licensor of Ultraman and TRANSFORMERS are among
our top five suppliers for the six months ended June 30, 2024. The table below sets out key
information relating to our top three IPs in 2023 and the six months ended June 30, 2024.
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Suggested Identity and
retail price background of IP
IPs SKU range Source of IP proprietor or licensor
(RMB)
Ultraman................ 134 39-399 Non-exclusively  Tsubaraya Productions Co.,
licensed from Ltd. is the proprietor of the
IP licensor Ultraman IP, who granted
SCLA an exclusive license
of certain Ultraman
characters in China with
several additional
distribution territories
TRANSFORMERS .... 64 39-299 Non-exclusively  Hasbro, a leading US-based
licensed from NASDAQ listed toy and
[P proprietor game company, owner of
the TRANSFORMERS IP
with global operations
Hero Infinity ........... 53 19.9-249  Self-developed -
Others ...........cocee. 70 39-69 - -

Total .................... 321

In 2021, 2022 and 2023 and the six months ended June 30, 2023 and 2024, we had nil,
95, 188, 142 and 134 SKUs under the Ultraman IP. In 2021, 2022 and 2023 and the six months
ended June 30, 2023 and 2024, we had nil, nil, 36, 10 and 64 SKUs under the
TRANSFORMERS IP. In 2021, 2022 and 2023 and the six months ended June 30, 2023 and
2024, we had nil, six, 30, 12 and 53 SKUs under the Hero Infinity IP.

All our revenue from the Ultraman IP were generated from the sales of products under
such IP licensed by SCLA. All our revenue from the TRANSFORMERS IP were generated
from the sales of products under such IP licensed by Hasbro. In 2022, 2023 and the six months
ended June 30, 2024, despite the strong growth in the sales of our Ultraman assembly character
toys, its revenue contribution continued to decrease as a result of a stronger increase in the
sales of our Hero Infinity products and the success of our TRANSFORMERS products.

During the Track Record Period, some of our products were in the form of blind boxes,
which is a popular form in the toy industry according to Frost & Sullivan and is allowed
according to the relevant laws and regulations, including the Blind Boxes Guidelines. In 2021,
2022, 2023 and the six months ended June 30, 2024, we had nil, 121, 230 and 255 blind
box-related SKUs, respectively, accounting for nil, 43.1%, 48.1% and 59.2% of our total SKUs,
respectively. In 2021, 2022, 2023 and the six months ended June 30, 2024, the sales volume
of products in the form of blind boxes were nil, 6,168 thousand units, 31,683 thousand units,
49,855 thousand units, accounting for nil, 73.0%, 84.7% and 88.3% of our total sales volume,
respectively, which accounted for nil, 34.8%, 63.3% and 73.9% of our revenue, respectively.
See “Regulatory Overview — Regulations On Assembly Character Toys — Regulation on
Blind Boxes.”
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We have adopted various measures and internal policies for blind boxes to ensure
compliance with the relevant laws and regulations. Particularly, we set out key information
relating to the product (such as the range of models that may be selected from a chosen box
and the probabilities of each model being selected) and include appropriate language regarding
age limits and other information disclosure in accordance with the relevant laws and
regulations on our online sales channels as well as on the packaging of the relevant products.

With regard to age limits, our internal policy specifically prohibits the sales of blind
boxes to anyone under the age of eight, and sets out the requirement for the guardians to agree
to purchase of blind boxes by any minor aged eight or above. For direct sales of blind boxes
to end consumers through our online channels, we prominently notify the consumers that
anyone under the age of eight are prohibited from buying blind boxes and any minor aged eight
or above shall be agreed by his or her guardian, and we reiterate such age limits in our live
streaming sessions. As an additional safeguard, we ask the consumers to confirm that they are
adults, or minors aged eight or above whose guardians have agreed the purchases, before
placing orders to purchase blind boxes, where the systems support such mechanism, such as our
flagship stores on Tmall or our Weixin mini-program. Retail sales of blind boxes to end
consumers through retail outlets are not made by us. Nevertheless, we remind our distributors
and retailers to strictly comply with Blind Boxes Guidelines. As a practical guidance, we
recommend our retailers to inquire and identify the consumer’s real age before the sales. If the
retailers determine or suspect that the consumer is under the age of eight, they shall not sell
the blind boxes to him or her. For any minor aged eight or above, the retailers shall ensure the
purchase has been agreed by the guardians through physical presence, phone call, messaging
or other available means. We actively conduct frequent site visits at retail outlets, and
continuously reiterate and emphasize the compliance of the Blind Boxes Guidelines and our
practical guidance. If we detect any violation from the Blind Boxes Guidelines and our
practical guidance, we shall communicate with the relevant party for compliance with the Blind
Boxes Guidelines and our practical guidance. We then continue to monitor the situations.
Should the violation persist, we may decide to reduce the shipments, or terminate our
cooperation with the relevant distributors.

Furthermore, we have protocols for the design, packaging and delivery of our products to
ensure the selection outcomes cannot be arbitrarily altered. We have pre-programmed
automated production lines which ensure our products are packaged according to our blind box
selection rules and probabilities, and we also have subsequent sampling inspection mechanism
to monitor and verify such selection outcomes. When setting the prices for our products, we
make sure that we set fair prices for blind boxes, taking into consideration of product costs,
prevailing market prices for similar products and the pricing of our similar products sold in
non-blind box forms. We do not engage in hoarding, hyping, or entering the secondary market
with regard to our products. In addition, we maintain appropriate sales record of products in
the form of blind boxes in accordance with the relevant laws and regulations.

According to Frost & Sullivan, our measures and internal policies for blind boxes are in
line with the industry norm. During the Track Record Period and up to the Latest Practicable
Date, we had not been subject to any administrative penalties relating to the sales of products
in the form of blind boxes. Our PRC Legal Advisor is of the view and our Directors confirm
that, during the Track Record Period and as of the Latest Practicable Date, we comply with the
Blind Boxes Guidelines in all material respects. Furthermore, our sales and results of
operations during the Track Record Period were not materially and adversely impacted by the
Blind Boxes Guidelines.
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Brick-based Toys

We also offer brick-based toys such as large blocks designed for children under the age
of six. These toys have relatively simple structure, offer a better assembly experience for
children and are safer for children to play with. As of June 30, 2024, we had 110 SKUs of
brick-based toys available for sale, which included 43 SKUs under the Magic Blocks IP. Set
below are examples of our brick-based toys.

Brick-Based Toys

Brick Buckets Brick Desks Brick Vehicles

. Brick Buckets: Brick Buckets are buckets of bricks with various themes. With the
bricks in it, children can create their objects of choice, including vehicles, buildings
and figures. Suggested retail prices of our Brick Buckets range between RMB99 and
RMB459.

. Brick Desks: Brick Desks are sets of bricks that come with chairs and
multifunctional tables. In addition to serving as the base over which the bricks can
be assembled, the multifunctional tables can be used for studying and dining.
Suggested retail prices of our Brick Desks range between RMB99 and RMB599.

. Brick Vehicles: Brick Vehicles are based on our self-developed Magic Blocks IP. It
is a set of bricks that can be assembled into different kinds of vehicles and can spark
the creativity of children. Suggested retail prices of our Brick Vehicles range
between RMB149 to RMB729.

Pricing Policy

The prices of our products are determined based on various factors, including design,
materials, sizes, licensing fees, production costs and the prevailing market prices for similar
products. We offer different tiers of products at different price segments to cater diverse
consumer preferences. The suggested retail prices of our assembly character toys range from
RMB9.9 to RMB399. Utilizing the Bloks System, we are able to expand our price ranges by
introducing higher-priced products with more features, or lower-priced products to appeal to
more value-conscious consumers.
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Others

During the Track Record Period, we engaged in other non-toy businesses associated with
our self-developed IPs such as animation, which generates passive advertisement-related
income for advertisements shown before, during or after the play of animations on online
platforms. Such businesses accounted for an insignificant portion of our total revenue. In 2021,
2022, 2023 and the six months ended June 30, 2023 and 2024, we had revenue from others of
RMBS8.1 million, RMB1.3 million, RMB1.4 million, RMBO0.4 million and RMBO0.2 million,
respectively, accounting for 2.5%, 0.4%, 0.2%, 0.1% and 0.0% of our total revenue,

respectively.

RESEARCH AND DEVELOPMENT

Research and development is a key component of the Bloks System and is crucial to our
success. We have established a dedicated research and development team consisting of 331
employees as of June 30, 2024. Our research and development team members possess deep
experience and understanding of toys, consumer goods and popular culture. Our research and
development team is responsible for two functions (i) product development and (ii) IP

113

development. We actively seek patent protection for our R&D efforts. See “— Intellectual
Properties.” We have also developed proprietary software and management systems, such as
component editing system and SKU information management system, to further facilitate an

efficient and standardized product development process.

We follow a consumer-oriented research and development approach. Throughout the
product design and development process, we leverage our consumer insights from the
collection of feedback and consumer participation. We also constantly upgrade our products
after the launch based on consumer feedback.

Product Design and Development Process

Our overall product design and development process is divided into three phases: (i)
conceptualization phase, (ii) mechanical design phase and (iii) prototype and DFM phase.

[ Conceptualization ] » [ Mechanical Design ] » [ Prototype and DFM ]

. Conceptualization Phase

At the conceptualization phase, we brainstorm product ideas and concepts based on
the selected IP. Specifically, we first delve into the original work of the selected IP
to gain a thorough understanding of the characters, worldview and stories behind it.
Then we conduct analysis on the market of the selected IP to learn about its fans,
including their age, locations and preference. After that, we leverage our deep
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understanding of the IP and the competitive landscape to focus on designing our
products. At this stage, we design the two-dimensional sketches and preliminary
three-dimensional models, and determine, among others, the forms, target pricing,
costs, and serial planning of the planned products.

For our self-developed IPs, we typically spend less time at the conceptualization
phase as our self-developed IPs are designed with our products in mind at the outset.
For our licensed IPs, we send our product proposals formed at the conceptualization
phase to the IP proprietors or licensors as required. The IP proprietors and licensors
may send their feedback and suggestions back to us, based on which we may update
our proposals.

. Mechanical Design Phase

At the mechanical design phase, we translate the conceptual ideas into detailed
three-dimensional designs and specifications based on the preliminary three-
dimensional models developed at the conceptualization phase. We design and
determine the colors, materials and finishes of the planned products, with an aim to
convey the theme of the original IPs, ensure the quality of our products and add
unique visual appeal to our products. Separately, we determine the number and
shapes of the standard and customized components and the connection mechanisms,
with an aim to find a feasible and most cost-effective way to realize our conceptual
design.

. Prototype and DFM

We design the prototypes based on the detailed three dimensional model to verify
the conceptualization and assembling results. Meanwhile, we initiate discussion
with our partner factories for DFM in details, which is followed by molding. After
molding, we initiate mass production of our products with our specialized partner
factories.

IP Development Process

Our IP development process includes story creation, character design and content
creation. We focus on matching the storylines and IP characters to create captivating
storytelling that resonate with the audiences. Once the characters and story take shape, we
typically produce various media content for wide dissemination, including animation. Our IPs
are combined with products and can attain connection and recognition from the audiences,
thereby forming an IP-product commercial close loop.

- 196 —



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

BUSINESS

PRODUCTION

We collaborate with specialized third-party partner factories to produce our products. We
integrate our know-how in assembly character toy production and various patents to curate
proprietary production techniques and customized equipment to be applied in a network of toy
factories dedicated to the production of our products.

Our Partner Factories

Working with our network of specialized partner factories enables us to focus our
resources on key stages of the product launch cycle, such as product design, research and
development, brand development and management, and sales and distribution. This strategy
also enables us to rationalize capital investment and facilitates us in focusing our resources to
effectively adjust our product offering in response to evolving market trends. As of June 30,
2024, we had six specialized partner factories in our network dedicated to the production of our
products. We have been collaborating with three of these factories for brick-based toys, and
began our collaboration with them for assembly character toys in 2021 and 2022, respectively.
We started our collaboration for assembly character toys with one additional partner factory in
2023 and two additional partner factories in 2024. These partner factories were selected
through strict processes based on factors such as qualification, product quality, production
capacity, pricing, automation capability, mold and injection equipment, reputation and
compliance with applicable laws and regulations. China has a vast supply of high-quality
production resources, and we have identified two qualified factories that we may cooperate
with to increase the outputs to meet the growing demand of our products. As we possess the
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key know-how and patents, we can work with new factories and set up the production lines
within approximately three months. Furthermore, we have staff stationed at the partner
factories to oversee the entire production process in order to make sure that our products are
produced according to our standards. See “— Quality Control.”

Generally, the specialized partner factories produce our products through the following
process:

[ Molding ] » [ Injection ] » [ l;)r;inntglngg/ ] » [ Sorting ] » [Packaging]

We typically enter into framework production agreements with our specialized partner

factories. Under these agreements, we place production orders with our partner factories
specifying the SKU, quantity, price and delivery time. The key terms of our collaboration with

partner factories are set out below:

. Production: We engage the partner factories to produce our designed products
according to the specifications and requirements in the agreements and specific
orders.

. Raw materials: Our partner factories are responsible for the procurement of key raw
materials from qualified suppliers designated or approved by us.

. Product quality: The products delivered by the partner factories shall meet the
quality standards of applicable laws and regulations, as well as the industry
standards. The partner factories are required to strictly comply with the product
standards specified in the agreement, including the design, shape, color, key raw
materials, quality control standards, production qualifications and testing
equipment, among others. Upon receiving the products, we will inspect the products
and reserve the right to ask for product returns.

. Supervision: We reserve the right to take necessary measures to supervise the overall
production process at the partner factories, including designation or approval of raw
material procurement, production, quality control and logistics.

. Duration: Typically, the duration of our production agreement with the partner

factories is three years.
. Fees and pricing: We pay for the finished goods produced by the suppliers.

Generally, the prices for the final products delivered are specified in the individual

orders under the agreement.
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. Payment: We are typically required to pay our partner factories within five to seven
months upon receipt of invoice.

. Intellectual property rights: The partner factories have no intellectual property
rights in relation to any products, packaging or molds under the agreements and
specific orders thereof.

. Non-competing terms: The partner factories are required not to compete with us
directly or indirectly, including through cooperation with third parties.

. Confidentiality: We enter into separate confidentiality agreement with the partner
factories which require them to keep strictly confidential of all know-how, operating
information, marketing plans, product drafts, pictures, product specifications and
other confidential information as specified in the confidentiality agreement, until
such information is rendered public by us.

. Liability: The specialized partner factories are responsible for all product liabilities
and claims resulted from product defects caused by the partner factories, and shall
indemnify us of any loss resulted therefrom.

. Termination: We reserve the right to unilaterally terminate the agreement in the
event of material breaches of certain terms.

During the Track Record Period and up to the Latest Practicable Date, we had not
experienced any major product claim from the consumers, and we have not experienced any
difficulty to claim indemnity from our partner factories.

Plan for Self-operated Factories

In order to implement our growth strategies, we plan to invest in our own scaled factories
specializing in the production of assembly character toys to expand and optimize our
production resources. We expect to complete the self-operated factory by or around the end of
2026 with a designed capacity of approximately nine million units per month.

We seek to achieve economies of scale efficiently by considering a range of factors
related to the potential self-operated factory, including cost, quality control, production
capacity, production delivery and logistics, and aiming to realize the best business and
financial returns with the optimal balance between the self-operated production capacity and
partner factories’ production capacity.

More specifically, with a self-operated factory, we will acquire additional production
capacity to meet the growing demand for our products and complement the capacity of partner
factory network. The planned self-operated factory is also expected to facilitate us in
accumulating knowledge in the research and development and production of assembly
character toys. We also expect a self-operated factory can improve the time-to-market for our
new products. In the long run, as we ramp up the utilization rate of the planned self-operated
factory, we expect to further improve our gross profit margin.

- 199 -



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

BUSINESS

Historically, all our products were produced by our partner factories. However, we
acquired production know-how and patents through active involvement in the production
process. We apply DFM principles and our research and development team engage in
conversations with production partners across all production stages, addressing specific issues
and tackling technical bottlenecks, which often lead to the development of know-how and
patents. We applied these know-how in assembly character toy production and various patents
to curate proprietary production techniques and customized equipment, which can serve as the
cornerstone for building self-operated factories. In addition, we have dedicated personnel
stationed at our partner factories to supervise the production of our products. As such, we have
also accumulated rich hands-on experience in the production of assembly character toys, which
we believe will facilitate in the success of our self-operated factories. Through extensive
collaboration with partner factories over the years, we also developed a team of production
experts as well as our own methodology covering the following areas:

. Factory planning: We are able to produce a factory layout which optimizes the
physical placement of key production processes such as molding, injection,
printing/painting, sorting and packaging to ensure production efficiency.

. Materials: We have developed detailed standards for ABS used in our products and
established connection with quality suppliers, ensuring product quality and cost-

efficiency.

. Equipment selection: We have identified the most suitable equipment for various
production stages of our products and can apply customized equipment in
self-operated factories.

. Production methods: We have refined various key production processes from
molding to packaging. Such processes have been validated in partner factories and
can be used by us to achieve production efficiency.

. Quality control: We have formed our own product quality assessment system that
covers the key production processes, which is effective in identifying issues

promptly during production, thereby safeguarding our product quality.

We believe that the experience and knowledge listed above will be instrumental in
establishing our self-operated factories. Nevertheless, we may face challenges with respect to
self-operated factories. See “Risk Factors — Our investment and future operations in
self-operated factories may not be successful.”
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MARKETING AND CONSUMER ENGAGEMENT

Our Content-Driven Online Marketing Strategy

Assembly character toys are naturally suitable for content-driven marketing due to the
consumer connection from the assembling process, and the fact that IP characters are closely
associated with rich contents that can be widely disseminated. Leveraging such unique
characteristics of IP-based assembly character toys, we adopt a content-driven online
marketing strategy that enables us to effectively reach and maintain a broad base of consumers,
fans and BFCs, and collect feedback on our products. We use multiple communication
channels, including our official accounts and the accounts of KOLs, KOCs, fans and BFCs on

social media platforms.

. Official Accounts: We utilize social media platforms to demonstrate the potential of
our assembly character toys. We publish high-quality images and videos that
highlight our product design and the IP character elements to promote our products
and their assembling experience, thereby strengthening brand awareness. The
comment sections beneath these posts provide space where fans can share their
comments about the products, ask questions about specific models, and offer helpful
tips to other consumers. By closely monitoring metrics such as fan growth, video
views and the number of comments on our posts, we gain valuable insights into
consumer preferences which allow us to identify popular products and address any
feedback raised in the comments. Separately, we dynamically adjust the timing of
new product launches and marketing content releases based on the relevant content
release schedule of the IP proprietor, effectively supporting our product marketing.
We have official accounts on different social media platforms, including Weixin,
Douyin, Kuaishou, Xiaohongshu, Weibo and Bilibili, covering a wide range of

audience.

. Collaborations with KOLs and KOCs: KOLs and KOCs we collaborate with play a
crucial role in our content-driven online marketing strategy. These KOLs and KOCs
publish a wide range of content in different forms including videos and posts,
demonstrating the features of our products. For example, there are posts to show (i)
the design and features of our new products in detail, including the cool appearances
and new production techniques, to promote the sales of new products; (ii) re-touch
and modification of our products, encouraging consumers to personalize their own
creations; (iii) imaginative modifications that go beyond existing IP characters; (iv)
recreations of classical movie scenes using our products, mobilizing the fans of the
IP; and (v) assembling experience that demonstrates the consistent quality and play
experience of our products. Our collaboration with KOLs and KOCs is an effective
way for us to reach our target consumers and further establish our brand awareness
among them. The KOLs and KOCs we worked with in 2023 and 2024 had an
aggregate of approximately 240 million followers (which could be overlapping
among different KOLs and KOCs) across various online platforms as of the Latest

Practicable Date.
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. UGCs: We foster deep connection with consumers and fans, encouraging them to
become BFCs and create UGCs on social media platforms. Through official
reposting and event operations such as finished-products sharing, assembling and
re-creation competition and offline exhibitions, we further promote the creation and
sharing of UGCs by consumers, fans and BFCs. These events also provide a
platform for fans to connect with each other, share ideas and inspire a broader
community. Our video sharing event held between September 2023 and January
2024 attracted over 15,000 video submissions, with the most popular single video
accumulating over 640,000 views. As of the Latest Practicable Date, hashtags
related to us and our products have generated more than 11 billion views across
various social media platforms.

Content-driven Marketing Strategy
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Official Accounts Collaborations with KOLs and KOCs UGCs

The animated series based on our self-developed IPs, namely Magic Blocks and Hero
Infinity, also served a unique marketing purpose and have attracted a large group of fans who
are our potential consumers. See “— Our Product Approach — Our IP Portfolio —
Self-developed IPs — Case Study.” We place our animated series across different channels to
maximize their reach, including TV channels, social media and online video platforms.

To better market our products and brand, we have established a dedicated marketing team
that is responsible for formulating and coordinating marketing activities and promotion
campaigns with deep consumer insight and extensive industry experience. Our content-driven
online marketing strategy proves highly effective. In the six months ended June 30, 2024, our
marketing and promotion expenses amounted to RMB48.0 million, accounting for 4.6% of our
total revenue, significantly lower than the industry average according to Frost & Sullivan.
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Consumer Engagement

We have established a multi-channel membership program, including membership of our
Weixin mini program Bloks Club (74§ 7] f& A AClub) and our flagship stores on e-commerce
platforms, to build our consumer community, enhance their stickiness and drive repeat
purchases.

Our Weixin mini program Bloks Club is a platform where consumers can engage with us
and others. For example, registered members can post pictures and text to share their
collections and re-creations. In addition, consumers can gain access to our product releases and
events. Furthermore, we host voting campaigns to encourage consumer participation in the
development of our new products through our Co-creation Base (FLAI%£Hb) feature within the
Bloks Club. The product proposal with the highest number of votes may be transformed into
real products. Our consumers can register their products at Bloks Club by scanning the QR
code on the packaging of our products and character identity card enclosed within the products.
We build a triumph system on Bloks Club that allows registered members to activate their
purchases to earn credits and obtain achievement trophies. The credits can then be used to
offset product purchases made at the Bloks Club. As of June 30, 2024, we had approximately
2.0 million registered members on Bloks Club, and approximately 80% of our Bloks Club
members activated at least one product. Bloks Club members who activated their products in
2023 activated an average of approximately five units of our assembly character toys.

Bloks Club
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Our consumers can follow us on flagship stores of various e-commerce platforms such as
Tmall, JD.com, Douyin and Pinduoduo. We have a tiered membership program offering
different tiers of benefits on e-commerce platforms, including membership discounts, coupons
and points redemption. As of June 30, 2024, we have over 8.8 million fans across our
e-commerce flagship stores.

We collect certain personal data, including phone numbers and addresses for the purpose
of online account registration, including membership program, and sales through e-commerce
platforms. For personal data protection measures, see “— User Privacy and Data Security.”

Consumer Support and Product Return

We are committed to offering high-quality consumer support which reflects the high level
of consumer satisfaction we strive to achieve. Our consumer care team responds to consumers’
queries, requests and feedback. We regularly seek consumer input and address their queries
through a variety of channels, including offline stores, consumer care hotlines, online
e-commerce platforms and our Weixin mini program. Product defects can also be reported
through these channels. Our consumer care staff keeps track of all inquiries, feedback and
complaints, as well as the outcomes of any potential follow-ups or solutions in these areas. Our
product return policy stipulates that we generally do not accept product returns unless there are
defective products. Subject to our terms and conditions, consumers who purchase from our
authorized retail outlets can enjoy a one-time product component replacement service of up to
three components within 15 days of the purchase. If there is any product defect, we will deal
with the claims from consumers and bear the relevant product liabilities. To the extent the
defect is caused by our partner factories, we would seek indemnity from them. See “—
Production.” We have not experienced any consumer complaint or product returns that
materially and adversely affected our business during the Track Record Period and up to the
Latest Practicable Date.

SALES NETWORK

We sell our products through a multi-channel sales network, which consists of (i) offline
sales channels, including distributors and consignment sales, and (ii) online sales channels,
including various e-commerce platforms. All our products are available for sale in each of our
sales channels. We have suggested retail prices for our products and such prices are the same
across all sales channels in China. The revenue from others represents non-toy revenue
associated with our self-developed IPs for advertisements shown before, during or after the
play of animations on online platforms, which does not fall under offline or online sales
channels. During the Track Record Period and up to the Latest Practicable Date, we did not
experience any material disagreements with our distributors, consignment sales partners and
e-commerce platform operators or breach of contractual terms by them.
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The table below set forth the breakdown of our revenue by sales channel for the periods

indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024

(in RMB thousands, except for percentages)
(unaudited)

Offline channels
Distribution sales . . . 112,837  34.2% 157,004  482% 732,700  83.6% 238,111  76.8% 957859  91.6%
Consignment sales . . 37,869 115% 32908  10.1% 36,371 41% 19447 6.3% 13,572 1.3%

Sub-total. . . . .. .. 150,706  45.7% 189912  583% 769,071  87.7% 257,558  831% 971431  92.9%
Online channels. . . . . 170,957 51.8% 134412 413% 106249  12.1% 51946  168% 74,616 1.1%
Others™ . . .. . ... 8,109 25% 1,250 0.4% 1,366 0.2% 435 0.1% 156 0.0%
Total. . ... ..... 329772 100.0% 325,574 100.0% 876,686  100.0% 309,939  100.0% 1,046,203  100.0%
Note:

(1)  Others primarily include other non-toy revenue associated with our self-developed IPs, including certain
passive advertisement-related revenue for advertisements shown before, during or after the play of
animations on online platforms, which do not fall under offline or online sales channel.

Apart from China, we also sell our products in overseas markets. Our revenue from
overseas sales increased by 66.8% from RMBS5.0 million in 2021 to RMBS8.3 million in 2022,
and further by 25.5% to RMB10.4 million in 2023. Our revenue from overseas sales increased
by 135.5% from RMB4.7 million in the six months ended June 30, 2023 to RMB11.2 million
in the six months ended June 30, 2024.

We target to maintain consistent pricing for our products across all sales channels. We
provide suggested retail prices to all the distributors and consignment sales partners and
e-commerce platforms. However, other than the consignment sales partners, we have no direct
control as to the price at which the distributors or online platforms sell our products. Instead,
we actively monitor retail prices through various measures, including regular online and offline
price checks. The purpose of these checks is to ensure that our pricing remains largely
consistent, minimizing major discrepancies that could undermine our market strategy. If we
detect any significant price deviations, we actively engage and communicate with the relevant
party to identify the causes of such actions, reach mutually acceptable solutions such as
adherence to our suggested retail price and reduction of shipment of our products. We then
continue to monitor the implementations thereof. Should the deviation persist, we may decide
to terminate our cooperation with the relevant party, including the distributors. During the
Track Record Period and up to the Latest Practicable Date, no cooperation with distributors or
consignment sales partners was terminated due to the deviation of the suggested retail prices.
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Offline Sales Channels

Distributors

The background of our distributors typically includes distributors of toys and cultural and
creative products with specific regional coverage and established local sales network. We also
work with large-scale distributors with national coverage. Our offline distribution sales
amounted to RMB112.8 million, RMB157.0 million, RMB732.7 million, RMB238.1 million
and RMB957.9 million, accounting for 34.2%, 48.2%, 83.6%, 76.8% and 91.6% of our total
revenue in 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, respectively.
We have a seller-buyer relationship with our distributors. Revenue is recognized when control
of the products has been transferred, being the point at which products are delivered to and

accepted by our distributors.

Distributorship business model enables us to rapidly expand our presence and drive our
sales growth. According to Frost & Sullivan, our existing distribution model is consistent with
the industry practice and serves to ensure the extensive coverage of our sales network while
controlling our costs of distribution.

Selection and Management of Our Distributors

We select our distributors based on a number of factors, including their qualifications,
scope of operations, business scale, experience in toy industry, locations, distribution network,
retail outlets coverage and customer service capabilities. For our assembly character toys, we
prefer distributors that have extensive retail or distribution network covering retail outlets and
specialty outlets at desirable locations, which typically have high consumer traffic.

We regularly assess the performance of our distributors and leverage the assessment as a
basis to determine whether to renew our agreement with a given distributor. More specifically,
we consider various factors for renewing agreements with distributors, including their
historical sales of our products, payment record, compliance with the distribution agreement
and sales and marketing capabilities. We typically set a minimal purchase amount in our
distribution agreements, non-achievement of which enables us to terminate the agreement
unilaterally. However, such minimal purchase amount is far less than the average sales volume
of our distributors during the Track Record Period, and thus it primarily serves as a mechanism
to eliminate distributors with unsatisfactory performance. We typically do not set minimum
sales targets for distributors.

Our distributors are generally only allowed to sell our products in designated channels
and areas. We generally reserve the right to impose penalty, forfeit deposits (if any) and
terminate the distribution agreement in the event that the distributors breach such requirements
on distribution channels and areas. Any new retail outlets or sales through online channels
should be approved by us. Our distributors also need to consult with us when developing any
sub-distributors. Some of our distributors may engage sub-distributors. They typically further
enter into agreements with the sub-distributors, and we generally do not enter into agreements
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or directly establish relationships with the sub-distributors. Consequently, we have no control
over the sub-distributors. Any violation of our policy by the retail outlets and sub-distributors
would be deemed as a violation by the distributor. We typically have QR codes printed on the
package of each unit of our products, which contain information as to the designated
distributor, channels and areas. We perform regular onsite spot checks at retail outlets by
scanning the QR codes, as well as random checks on e-commerce platforms, thereby
identifying whether the product is sold within the authorized channels or areas. Our sales team
makes at least 10,000 visits at our retail outlets each month to conduct spot checks. Through
such measures, we could effectively minimize the competition among different channels.

We implement a series of measures to manage the inventory level of distributors.
Typically, the amount of products that a distributor can purchase during a certain period is
determined by us taking into account the sales capabilities and historical performance of such
distributor. Separately, we typically require our distributors to make full or partial payment
before delivery of our products. We also have a designated team that visits most of our
distributors monthly to monitor their inventory and we require them to report the sales
information and inventory balances to us every month. To ensure that we have accurate
information relating to distributors’ inventory levels, we conduct stock-taking on our visit to
distributors, cross-checking the stock-take results against the sales and inventory balances
reported and the actual orders placed by distributors. This detailed verification process enables
us to identify discrepancies and swiftly address potential issues, ensuring that we have a
thorough understanding of the inventory level of distributors. In addition, if we identify
unusually large purchase orders, we may seek to verify the business reasons before accepting
such orders. We maintain close oversight and engage in frequent communication with
distributors to monitor their inventory levels continuously. Furthermore, once the products are
delivered to and accepted by our distributors, they cannot be returned except for product
defects, which is in line with the market practice according to Frost & Sullivan.

We proactively monitor the retail price of our products to ensure consistency of pricing
across different channels through measures including online and offline price checks. To the
extent that any major inconsistency in product price is identified, we may choose to discontinue

cooperation with the relevant party.

To the best knowledge of our Directors, as of the Latest Practicable Date, all our
distributors were independent third parties and none of our distributors were controlled by any
of our former or present employees during the Track Record Period and up to the Latest
Practicable Date. During the Track Record Period, none of our distributors had any business,
employment, family or financing relationships with any of our Directors, Shareholders, senior
management and employees. During the Track Record Period, none of our distributors were our
suppliers, and we did not provide financing to any of our distributors other than the credit terms
to certain distributors as described below.

See “Risk Factors — Risks Relating to Our Business and Industry — We may be unable
to expand, manage, monitor and coordinate our multi-channel sales network effectively” for
details of risk in relation to distributorship.
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The salient terms of our typical distribution agreements are set out below:

. Duration: Typically one year, renewable upon mutual agreements.

. Retail price: We set suggested retail prices for our products.

. Access to information: Distributors are required to cooperate with us to periodically
provide sales information in relation to our products.

. Minimum purchase amount: Typically, failure to reach RMBO0.3 million in the first
six months of the term of the distribution agreements or failure to place any
purchase order with us for two consecutive months will grant us the unilateral right
to terminate the agreement.

. Sales rebate: We typically rebate a prescribed percentage ranging from 1% to 2% of
our distributors’ annual sales, determined by annual sales amount of our distributors,
to the sales rebate pools. Balance of the sales rebate pool can only be used to offset
the price for procurement of our distributors from us. As a precondition to enjoy
such sales rebate, the distributor needs to achieve a prescribed sales target in given
periods. We generally reserve the right to cancel any sales rebate in events of
delayed procurement payments, or material non-compliance of restrictions on sales
channels and areas. Any unutilized sales rebate will be cancelled upon the
termination or expiration of the agreement. According to Frost & Sullivan, such
practices in relation to rebates are in line with industry practices. For 2021, 2022,
2023 and the six months ended June 30, 2024, we offered rebates to distributors of
RMB2.2 million, RMB3.0 million, RMB28.4 million and RMB52.1 million,
respectively.

. Credit terms: We typically do not provide credit terms to our distributors, and will
require them to make the payment before the shipment of the products ordered.
However, for certain credit-worthy distributors, we may grant them a credit term
typically between one to three months, which was in line with the industry norm,
according to Frost & Sullivan. Approximately 25.3%, 25.1%, 24.6% and 22.5% of
our distributors as of December 31, 2021, 2022 and 2023 and June 30, 2024 were
granted credit terms by us.

. Product return policy: We do not accept product returns after delivery and
acceptance, except for product defects. According to Frost & Sullivan, such

practices in relation to product returns are in line with industry practices.

. Logistics: Generally, we arrange delivery services with a third-party logistics
company and the relevant costs are borne by us.

. Termination rights: We reserve the rights to terminate the agreement in the event
that the distributor breaches any material terms of the agreement.
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Consignment Sales

We make consignment sales at retail outlets operated by our consignment sales partners.
Ownership of the goods remain with us until sales to consumers occur. We recognize revenue
upon sales to end-consumers are made through consignment sales partners. Consignment sales
partners are considered as our customers under IFRS15 because (i) title of goods are passed
back-to-back from us to consignment sales partners and further to end-customers when sales
take place, (ii) we have contractual arrangements with the consignment sales partners, (iii)
operating retail outlets and sell toys products are the ordinary activities of consignment sales
partners, and (iv) consignment sales partners pay for the goods they obtain from us. Consumers
may return product with quality defect(s) to our consignment sales partners, who will then pass
the returned goods to us. The return of unsold goods from our consignment sales partners does
not have any financial impact on us, particularly on our revenue and inventory, because the title
of the goods does not leave us until they are sold to end-customers. In each of 2021, 2022 and
2023 and the six months ended June 30, 2024, we had three consignment sales partners. Such
consignment sales partners primarily operate retail outlets for toys, children’s goods and gifts.

The salient terms of typical consignment agreements are set forth below:

. Duration: The term of the agreement is typically one year.

. Sales and pricing policy: We generally provide pricing guidelines, and consignment
sales partners shall sell with reference to the suggested retail prices. We are entitled
to adjust the pricing guidelines.

. Payment and credit terms: The credit period typically ranges from one to three
months.

. Ownership of the stock: Products stocked up at the consignment sales partners’ retail
outlets remain our properties and we carry the risk of any incidental loss or damages
to such products until they are sold, except for certain limited circumstances.

. Return of unsold inventory: Upon request from the consignment sales partners, we
are responsible for collecting unsold relevant products within a period specified in
the agreement. If we fail to collect the relevant products within such period, the
consignment sales partners may dispose the unsold products and retain the proceeds
generated therefrom.

. Termination rights: Consignment sales partners generally reserve the right to

terminate the agreement upon the occurrence of certain specified events specified in
the agreement, including the default in payment and supply cut-off by us.
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Online Sales Channels

We have established our online channels, primarily through (i) the opening of flagship
stores on Tmall, JD.com, Douyin, Pinduoduo and other e-commerce platforms in China, and
(i1) our Weixin mini program Bloks Club. To a much lesser extent, we also sell our products
to certain e-commerce platforms on arrangements either similar to those for offline
consignment sales partners, or those for offline distributors. In 2021, 2022, 2023 and the six
months ended June 30, 2023 and 2024, revenue from our online channels was RMB171.0
million, RMB134.4 million, RMB106.2 million, RMB51.9 million and RMB74.6 million,
accounting for 51.8%, 41.3%, 12.1%, 16.8% and 7.1% of our total revenue, respectively.

Movement of Distributors

The table below sets forth the number of our distributors and their movements for the
periods indicated.

Six Months Ended

Year Ended December 31, June 30,
2021 2022 2023 2023 2024
Number of distributors at the
beginning of the period....... 40 225 354 354 415
Number of new distributors
during the period .............. 252 257 184 105 121
Number of terminated
distributors during the
period............oiiiii 67 128 123 53 25
Number of distributors at the
end of the period ............. 225 354 415 406 511

In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, we terminated the
relationship with 67, 128, 123, 53 and 25 distributors. The reasons for such terminations
primarily include (i) termination with certain brick-based toy distributors as we focused on the
growth of assembly character toys which we began to offer in January 2022 and (ii) certain
distributors who no longer meet our cooperation criteria such as our minimum purchase
requirement or stopped being toy distributors due to their own business reasons.
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The table below sets forth the number of distributors by geographical location of the

distributors for the periods indicated.

As of
As of December 31, June 30,

2021 2022 2023 2024
First-tier cities .................. 42 67 78 93
Second-tier cities ............... 107 177 207 254
Third-tier cities and below.... 55 96 111 128
Others™ ........................ 21 14 19 36
Total ............................. 225 354 415 511

Note:

(1)  Others are overseas distributors.

OUR CUSTOMERS

Our direct customers primarily include the distributors, consignment sales partners,
e-commerce platforms and online consumers. All our five largest customers in each year or
period during the Track Record Period are our distributors, consignment sales partners and an
e-commerce platform. In 2021, 2022, 2023 and the six months ended June 30, 2024, revenue
from our five largest customers in each year or period during the Track Record Period
accounted for 26.6%, 22.5%, 15.3% and 12.1% of our total revenue for such year or period
during the Track Record Period. In 2021, 2022, 2023 and the six months ended June 30, 2024,
revenue from our largest customer in each year or period during the Track Record Period
accounted for 12.2%, 9.0%, 4.2% and 3.3% of our total revenue for such year or period during
the Track Record Period. During the Track Record Period, we were not subject to any material
customer concentration risk. During the Track Record Period and up to the Latest Practicable
Date, none of our Directors, their associates or any of our current Shareholders (who, to the
knowledge of our Directors, own more than 5% of our share capital) had any interest in any
of our five largest customers in each year of period during the Track Record Period that are
required to be disclosed under the Listing Rules.
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The table below sets forth the details of our five largest customers in each year or period
during the Track Record Period.

For the Year Ended December 31, 2021

Year of
Commencement Percentage
of Business Registered Sales of Our
Rank  Customer Nature of Business  Relationship Capital Location Amount Total Sales
(RMB’000) (%)
1. Customer A" E-commerce platform 2018 USD1.4 billion Beijing, China 40,195 122
2o, Customer B Sales of toys 2016 USD19.9 million Shanghai, 30,253 9.2
China
3o Customer C® Sales of children’s 2019 RMBI.1 billion Jiangsu, China 8,217 2.5
products and
value-added services
4. Customer D Sales and distribution 2021 RMBI.1 million Shandong, 4,576 14
of toys China
Se Customer E Sales and distribution 2021 RMBI.0 million Beijing, China 4,224 13
of toys
Total .. 87,465 26.6

Notes:

(1)  Customer A is a subsidiary of a leading e-commerce company listed on NASDAQ and the Hong Kong
Stock Exchange and headquartered in China.

(2)  Customer C is a subsidiary of a company listed on Shenzhen Stock Exchange and headquartered in

China that primarily engages in sale of a wide range of children’s apparel, footwear, accessories, toys,
and other related products through its network of retail stores and online platforms.

-212 -



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

BUSINESS

For the Year Ended December 31, 2022

Year of
Commencement Percentage
of Business Registered Sales of Our
Rank  Customer Nature of Business  Relationship Capital Location Amount Total Sales
(RMB’000) (%)
1. Customer A" E-commerce platform 2018 USD1.4 billion Beijing, China 29,254 9.0
2o Customer B Sales of toys 2016 USD19.9 million Shanghai, 25,893 8.0
China
3o Customer C® Sales of children’s 2019 RMBI.1 billion Jiangsu, China 1,750 2.4

products and
value-added services
4. Customer F¥ Sales of toys, 2022 RMBI1.2 billion Fujian, China 5,699 1.8
animation and
amusement related

products

Soven Customer E Sales and distribution 2021 RMBL.0 million Beijing, China 4,083 13
of toys

Total .. 72,679 25

Notes:

(1)  Customer A is a subsidiary of a leading e-commerce company listed on NASDAQ and the Hong Kong
Stock Exchange and headquartered in China.

(2)  Customer C is a subsidiary of a company listed on Shenzhen Stock Exchange and headquartered in
China that primarily engages in sale of a wide range of children’s apparel, footwear, accessories, toys,

and other related products through its network of retail stores and online platforms.

(3)  This includes transactions with certain subsidiaries of Customer F.
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For the Year Ended December 31, 2023

Year of
Commencement Percentage
of Business Registered Sales of Our
Rank  Customer Nature of Business  Relationship Capital Location Amount  Total Sales
(RMB’000) (%)
| Customer B Sales of toys 2016 USD19.9 million Shanghai, China 36,400 4.
Do Customer G Sales and distribution 2022 RMBI.0 million Henan, China 26,177 31
of toys
R JO Customer A" E-commerce platform 2018 USD1.4 billion Beijing, China 26,133 3.0
do Customer H Sales and distribution 2022 RMB10.0 million Zhejiang, China 24,725 2.8
of toys
S, Customer % Sales of toys, 2022 RMB1.2 billion Fujian, China 19,455 22
animation and
amusement related
products
Total.... 133,499 153

Notes:

(1)  Customer A is a subsidiary of a leading e-commerce company listed on NASDAQ and the Hong Kong
Stock Exchange and headquartered in China.

(2)  This includes transactions with certain subsidiaries of Customer F.
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For the Six Months Ended June 30, 2024

Year of
Commencement Percentage
of Business Registered Sales of Our
Rank  Customer Nature of Business  Relationship Capital Location Amount  Total Sales
(RMB’000) (%)
| Customer G Sales and distribution 2022 RMB1.0 million Henan, China 34,995 33
of toys
2 Customer [ and ~ Sales and distribution 2023 RMB10.0 million Zhejiang, China 24576 23
its related of toys
entity'”
3 Customer J and ~ Sales and distribution 2023 RMB3.0 million Anhui, China 23,633 23
its related of toys
entities'”
4o Customer B Sales of toys 2016 USD19.9 million Shanghai, China 23,131 2.2
Se, Customer K and ~ Sales and distribution 2022 RMBO.5 million Hunan, China 21,324 2.0
its related of toys
entity"®
Total..... 127,659 121
Notes:

(1)  The related entity is under the same control as Customer I.

(2)  The related entities are under the same control as Customer J.

(3)  The related entity is under the same control as Customer K.

RAW MATERIALS AND SUPPLY CHAIN

Key Raw Materials Procurement

The key raw materials for our products are ABS and paper materials. Raw materials are

of vital importance as they can directly affect the quality, appearance and texture of finished

toys. Our partner factories are responsible for the procurement of key raw materials from

qualified suppliers designated or approved by us. During the Track Record Period, we or our

partner factories did not experience any material incidents of supply interruption or failure to

secure sufficient quantities of raw materials. See “— Quality Control.”
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Logistics and Inventory Management

To support our extensive sales network in China and overseas, we have established our
storage and logistics capabilities.

Warehouse

As of June 30, 2024, we leased and operated two central warehouses with a total GFA of
approximately 14,163 sq.m. in China. We also engage with three third-party warehouse service
providers for the storage of our products overseas. We typically enter into agreements with our
warehouse service providers for a term of three years. Our warehouse service providers bear
the risks associated with the storage of our products.

We have a dedicated team responsible for the management of the storage of our products.
See “— Quality Control.”

Logistics

To transport our products within our extensive sales network efficiently, we engage
third-party logistics services providers to deliver our products.

We usually enter into agreements with our logistics service providers on an annual basis.
Our logistics service providers bear the risks associated with the delivery of our products and
are required to have necessary insurance coverage. For any ad hoc product transport needs, we
may use other temporary logistics service providers. During the Track Record Period and up
to the Latest Practicable Date, we had not experienced any material disruption in the delivery
of our products or suffered any material loss due to late delivery or mishandling of products

by our logistics service providers. See “— Quality Control.”

Inventory Management

During the Track Record Period, most of our inventories were finished goods. We initiate
production order based on internal sales forecast, so as to optimize inventory turnover. We have
implemented stringent inventory management measures to maintain an optimal level of
inventory. We also set inventory turnover rate management indicators that we monitor and
optimize, to assess the efficiency of our inventory management. As of December 31, 2021,
2022 and 2023 and June 30, 2024, we had inventories of RMB69.8 million, RMB61.2 million,
RMB76.3 million and RMB151.3 million, respectively. In 2021, 2022, 2023 and the six months
ended June 30, 2024, our inventory turnover days were 137 days, 130 days, 62 days and 46
days, respectively.
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OUR SUPPLIERS

Our suppliers primarily include specialized partner factories and IP proprietors and
licensors. Purchases from our partner factories accounted for the majority of our purchases
during the Track Record Period. See “Risk Factors — Risks Relating to Our Business and
Industry — The use of third-party partner factories to produce products presents risks to our
business” for the associated risks. In 2021, 2022 and 2023 and the six months ended June 30,
2024, purchases from our five largest suppliers in each year or period during the Track Record
Period accounted for 82.3%, 82.2%, 90.5% and 71.6% of our total purchases for such year or
period during the Track Record Period. In 2021, 2022, 2023 and the six months ended June 30,
2024, purchases from our largest supplier in each year or period during the Track Record
Period accounted for 46.4%, 40.6%, 34.4% and 30.4% of our total purchases for such year or
period during the Track Record Period. During the Track Record Period and up to the Latest
Practicable Date, to the best knowledge of our Directors, none of our Directors, their associates
or any of our current Shareholders (who, to the knowledge of our Directors, own more than 5%
of our share capital) had any interest in our five largest suppliers in each year or period during
the Track Record Period that are required to be disclosed under the Listing Rules. The table
below sets forth the details of our five largest suppliers in each year or period during the Track
Record Period.

For the Year Ended December 31, 2021

Year of Percentage
Commencement of Our
of Business Registered Purchase Total
Rank  Supplier Nature of Business ~ Relationship Capital Location Amount  Purchases
(RMB’000) (%)
1. Supplier A Manufacturing and 2017 RMB76.1 Jiangsu, China 95,704 46.4
and its related  sales of molds and million
entities" plastic products
2. Supplier B Manufacturing and 2017 USD42.5 million Guangdong, 27,403 133
sales of molds and China
plastic products
3o Supplier C  Manufacturing and 2018 RMBI0.0 Jiangsu, China 19,218 9.3
sales of molds and million
plastic products
4o Supplier D Manufacturing and 2020 RMB100.0 Zhejiang, 14,509 7.0
sales of plastic million  China
products
Son Supplier E Manufacturing and 2021 RMB28.0 Guangdong, 12,959 6.3
sales of molds and million  China
plastic products
Total .. 169,793 82.3

Note:

(1)  The related entities are under the same control as Supplier A.
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For the Year Ended December 31, 2022

Year of Percentage
Commencement of Our
of Business Registered Purchase Total
Rank  Supplier Nature of Business  Relationship Capital Location Amount  Purchases
(RMB’000) (%)
1. Supplier A Manufacturing and 2017 RMB76.1 Jiangsu, China 82,061 40.6
and its related  sales of molds and million
entities" plastic products
2. Supplier E Manufacturing and 2021 RMB28.0 Guangdong, 39,739 19.7
sales of molds and million ~ China
plastic products
R Supplier C ~ Manufacturing and 2018 RMB10.0 Jiangsu, China 17,046 8.4
sales of molds and million
plastic products
4o Supplier B Manufacturing and 2017 USD42.5 million Guangdong, 16,997 8.4
sales of molds and China
plastic products
Sen, Supplier F - IP licensing 2021 RMBS.0 million  Shanghai, 10,387 5.1
China
Total .. 166,230 82.2
Note:

(1)  The related entities are under the same control as Supplier A.
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For the Year Ended December 31, 2023

Year of Percentage
Commencement of Our
of Business Registered Purchase Total
Rank  Supplier Nature of Business  Relationship Capital Location Amount  Purchases
(RMB’000) (%)
1. Supplier A Manufacturing and 2017 RMB76.1 Jiangsu, China 158,821 344
and its related  sales of molds and million
entities" plastic products
2. Supplier E Manufacturing and 2021 RMB28.0 Guangdong, 149,065 323
sales of molds and million ~ China
plastic products
R Supplier F - IP licensing 2021 RMBS.0 million  Shanghai, 53,104 11.5
China
4o Supplier C Manufacturing and 2018 RMB10.0 Jiangsu, China 41,621 9.0
sales of molds and million
plastic products
5o, Supplier G® P licensing 2021 USD7.0° United 15,426 33
million”  Kingdom
Total .. 418,037 90.5
Notes:

(1)  The related entities are under the same control as Supplier A.

(2)  Supplier G is a subsidiary of a leading US-based NASDAQ listed toy and game company.

(3)  Being the registered capital of supplier G’s PRC subsidiary.
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For the Six Months Ended June 30, 2024

Year of Percentage
Commencement of Our
of Business Registered Purchase Total
Rank  Supplier Nature of Business  Relationship Capital Location Amount  Purchases
(RMB’000) (%)
1. Supplier E Manufacturing and 2021 RMB28.0 Guangdong, 149,684 30.4
sales of molds and million ~ China
plastic products
2. Supplier A Manufacturing and 2017 RMB76.1 Jiangsu, China 101,632 20.6
and its related  sales of molds and million
entities" plastic products
RIS Supplier F - IP licensing 2021 RMBS.0 million  Shanghai, 63,105 12.8
China
4. Supplier G® P licensing 2021 USD7.0° United 19,642 40
million”  Kingdom
S Supplier C Manufacturing and 2018 RMB10.0 Jiangsu, China 18,901 38
sales of molds and million
plastic products
Total .. 352,964 71.6
Notes:

(1)  The related entities are under the same control as Supplier A.

(2)  Supplier G is a subsidiary of a leading US-based NASDAQ listed toy and game company.

(3)  Being the registered capital of supplier G’s PRC subsidiary.

INTELLECTUAL PROPERTIES

We operate our business under the brand of Blokees (7 H]). As of the Latest Practicable
Date, we had 587 patents granted or under application (including 73 granted invention patents),

1,913 trademarks, 1,418 copyrights and 119 domain names in China. As of the same date, we

had 26 patents granted or under application and 157 trademarks overseas. See “Appendix IV

— Statutory and General Information — Further Information about the Business — Intellectual

Property.”

During the Track Record Period and up to the Latest Practicable Date, we did not

experience any material infringement of patents, trademarks, copyrights, trade secret,

know-how and proprietary rights of third parties.
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IP Licensing Arrangements

We entered into license agreement with the IP proprietors or licensors. As of December
31, 2021, 2022 and 2023 and June 30, 2024, we had seven, 10, 13 and 18 IP licensing
agreements in effect with seven, 10, 11 and 12 IP proprietors or licensors. As of the Latest
Practicable date, we had 22 IP licensing agreements in effect with 10 IP proprietors and three
licensors. Below set forth the key terms of the license agreements:

. Licensing rights: The IP proprietors or licensors grant us the non-exclusive rights to
design, develop, produce and sell products as specified in the agreements in specific
regions based on their IPs as specified under the agreements during the term of the
agreements.

. Product type: Generally we have the rights to design, develop, produce and sell our
assembly character toys and, to a lesser extent, our brick-based toys. Under certain
agreements, we can also sell collectibles such as collectible coins, cards, posters and
key chains with our assembly character toys.

. Use of logo and trademark: We are authorized to use the official logo and trademark
of the licensed IPs on the packaging of our products.

. Sub-license: We are generally not allowed to sub-license the IPs under the license
agreement.
. Duration: The initial term of our license agreements is generally from one year to

three years. The agreements are generally not automatically renewable, do not
provide predetermined conditions for renewal, and can be renewed or extended upon
mutual agreement. Depending on the terms and conditions of the agreement, we may
have priority in renewing the license under the same conditions when the agreement
is about to expire. During the Track Record Period, we did not encounter any

difficulties in renewing licensing agreements with IP proprietors or licensors.

. Fee agreements: For each year, we generally pay IP proprietors or licensors the
higher of a minimum guarantee and an amount predetermined by formulas based on
sales performance or production volume of the products developed under the IPs.
According to Frost & Sullivan, our fee arrangements with IP proprietors or licensors
are in line with industry standards.

. Sell-off period: We are typically allowed to sell the unsold products developed under
the IPs within three to six months after the termination of the license agreement.

. Validity of IP rights and Infringement: The IP proprietors or licensors represent that
they have the relevant intellectual property rights or full authorization in relation to
the IPs. If we incur losses as a result of defects in the IP proprietor’s or licensor’s
intellectual property rights, the IP proprietor or licensor shall be held liable for
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breach of contract. Typically, the IP proprietors or licensors provided us with
indemnity or agreed to pay liquidated damages in the event of infringement of
third-party IP rights relating to the licensed IPs. Separately, we conduct thorough
checks to ensure the legitimacy of the rights held by IP proprietors or licensors. See
“— Our Product Approach — Our IP Portfolio — IP Protection.”

. Liability: We are responsible for all product liabilities, after-sale customer service,

claims, complaints, product returns and exchanges.

To mitigate our reliance on any single IP, we have been actively expanding our IP
portfolio. As of the Latest Practicable Date, we had approximately 50 licensed IPs in our
portfolio. As of the same date, we were negotiating IP licensing arrangements for more than
25 IPs. In addition, we have been dedicated to offering products under our self-developed IPs.
As of the Latest Practicable Date, we had two self-developed IPs. As we continue to roll out
new products under our expanding IP portfolio, we will be able to reduce reliance on any single
IP.

. Termination: Either we or the IP proprietors or licensors are entitled to terminate the
agreement upon the occurrence of certain specified events, such as a material
breach, bankruptcy, revocation of business license or insolvency of the counterparty.
We and the IP proprietors or licensors can also terminate the agreement in writing

upon mutual agreement.
QUALITY CONTROL

We place strong emphasis on product quality and have a dedicated quality control team.
We adopt a comprehensive quality control system that covers product design and development,
raw material suppliers, production, warehousing and logistics.

We take into account product quality at design and development stage. We apply DFM
design method to prevent potential issues in molding and production processes to ensure
product quality. Through the extensive use of standard components, we reduce the risk of
defects arising from complex production processes. We also take into account product quality
when designing the prototype and molds for our products, ensuring consistency of quality

across all our product offering.

To ensure stable supply and consistent quality of key raw materials, we require our
partner factories to procure only from qualified suppliers designated or approved by us. We
adopted strict criteria for evaluating the qualifications of our raw material suppliers. We
prioritize industry leaders with production capacity at scale and automation capabilities, to
ensure we obtain raw materials with exceptional quality and competitive pricing. To guarantee
the long-term stable supply of our key raw materials, we maintain a list of competent raw

material suppliers and sufficient back-up suppliers.
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For production, we select our partner factories with strict processes based on factors such
as qualification, product quality, production capacity, pricing, automation capability, mold and
injection equipment, reputation and compliance with applicable laws and regulations. We
require our suppliers to have comprehensive quality control systems and quality control
experience in large-scale production. We have formulated stringent toy safety standards for our
specialized partner factory network to safeguard the quality of our products. We assess the toys
produced with strict domestic and global quality standards including GB6675-2014, ASTM
F963 and EN71. The specifications of our products, including the size of the blocks and
components, are in line with the aforementioned applicable domestic and global quality
standards, according to Frost & Sullivan. In addition, we have staff stationed at the partner
factories to oversee the entire production process in order to make sure that our products are
produced according to our quality standards. We require our partner factories to strictly follow

applicable laws and regulations.

For product storage, we have a dedicated team that manages our central warehouses with
an ERP system to ensure proper storage. For logistics, strict criteria are used to select
third-party logistics services providers, with ongoing performance evaluation to avoid physical
damage of our products during transportation.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience any major customer complaints on product quality or any product liability claims,
product recalls or legal consequences, which, individually or taken together, resulted in a
material and adverse effect on us.

COMPETITION

The global and China’s assembly character toy markets are highly concentrated, with the
top three players having 81.7% and 65.1% of the market share in terms of GMV in 2023. The
top two industry players in the global assembly character toy market are multinational
companies that are well-known in the toy industry, the combined market share of which was
approximately 75.4% in 2023, according to Frost & Sullivan. We ranked third and first in the
global and China’s assembly character toy market in 2023 in terms of GMYV, respectively. To
prevail in the competitive assembly character toy market, we must continue to innovate and
launch products that are popular among consumers and meet their needs, which in turn depends
on our ability to execute various aspects of our business including product innovations,
IP-related capabilities such as selection, development, operation and commercialization,
product craftsmanship and quality, production capacity of our partner factories, and the
effectiveness of our sales and marketing efforts. Some of our competitors may have greater
financial resources or stronger capability than us in one or many of these areas. See “Risk
Factors — Risks Relating to Our Business and Industry — Demand for our products is affected
by changing social and economic circumstances and evolving consumer preferences, as well as
our ability to design and develop products to meet these preferences” and “Industry Overview”

for more information about the market where we operate and the competition we face.
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USER PRIVACY AND DATA SECURITY

In the ordinary course of business, we from time to time collect, store and use certain
personal information, including phone numbers and addresses for the purpose of online account
registration and sales through e-commerce platforms.

There are various laws and regulations, such as the Cybersecurity Law of the PRC and the
Personal Information Protection Law of the PRC, which govern the collection, use, retention,
sharing and security of the personal data. See “Regulatory Overview — Regulations on
Cybersecurity and Data Privacy and Protection.” Given that legislation and law enforcement in
the PRC on cybersecurity, data privacy and protection are still evolving, we closely monitor
further regulatory developments and take appropriate measures in a timely manner. During the
Track Record Period and as of the Latest Practicable Date, we had complied with applicable
laws and regulations relating to cybersecurity, data privacy and protection in all material
aspects.

To safeguard user privacy and data security, we have a cyber and data security compliance
committee for user privacy led by our IT department and supported by our legal department.
Such committee is overseen by the Board. The cyber and data security compliance committee
is responsible for establishing overall network compliance strategies, implementing data
security compliance requirements, supporting the daily business processes of our business
departments and conducting data compliance assessments. The IT experts in the committee
focus on cyber and data security, while the legal experts help ensure compliance with relevant
laws and regulations.

We have formulated and implemented a set of institutional policies, including the
Employee Information Security Code of Conduct ( { 8 T{5 8 %247/ #H) ), Cybersecurity
Management Regulations ( (A% 4L 2 HBIFE) ), Data Compliance Guidelines ( (EIE &
#§51) ), Personal Information Protection Policy ( {ff Af5 E -7 ) ), Data Classification
and Management Regulations ( CHE /> B0 B BALE) ) and Emergency Response Plan for
Network and Data Security Incidents ( (HHECZ2F/FMETTEZ) ). These policies serve as a
framework to govern and guide our employees’ actions in safeguarding data protection and

security. These policies are enforced by our cyber and data security compliance committee.

We have also employed a range of technical measures to strengthen the security of our
information systems. This includes using virtual environments to host our systems, distributing
workloads to optimize performance, and keeping different system components separate. In
addition, we implemented a robust backup system, stringent identity authentication and access
control protocols to ensure data security. All data operations are equipped with data
desensitization technology and are subject to rigorous compliance auditing, ensuring strict
adherence to regulatory standards.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE

We are committed to ESG alongside our pursuit of a sustainable growth. We have
implemented a set of ESG policies that align with applicable laws, regulations and policies.
These policies set out our internal practices for corporate governance, environmental
protection, social responsibilities, labor protection and business integrity, among other things.

We have established a comprehensive ESG management framework that assigns specific
ESG responsibilities at various organizational level throughout our business operations,
thereby improving our management and execution capabilities in these areas. The ultimate
responsibility for setting ESG strategies, objectives, and managing related risks resides with
our senior management. This encompasses the identification, assessment and management of
ESG initiatives and the evaluation of our progress in achieving the defined ESG goals. We have
established an ESG Committee responsible for reviewing and evaluating the implementation of
our ESG strategies, systems, work plans and risk management approaches. Chaired by Mr. Zhu,
our founder, chairman of the Board and chief executive officer, the ESG Committee regularly
reports to the Board, ensuring effective oversight of ESG issues. In addition, we have formed
an ESG task force to further implement our ESG strategy. Our ESG task force comprises senior
management from various business departments and oversees the execution of our ESG-related
work plans, as well as monitors and evaluates the effectiveness of the implementation.

We strive to maintain active communication with various stakeholders, including
employees, partner factories, suppliers, customers and regulators and continuously improve our
ESG practices to address stakeholders’” ESG-related considerations. During the Track Record
Period and up to the Latest Practicable Date, we were not exposed to any significant risks or
issues related to ESG. Looking forward, we will dedicate more internal resources and
management supervision to further strengthen our ESG practices and strategies, enhance our
risk identification and management procedures, and ensure transparent and regular ESG
reporting.

Environment

We proactively monitor changes in laws, regulations and policies, continuously assess
compliance risks and promptly adjust our practices to ensure alignment with evolving
environmental focus areas. We promptly adjust to changes in laws, regulations and policies to
ensure our compliance with environmental focus topics. We have an environmental
management framework in place with a focus on reducing environmental impact, improving
resource efficiency and reduction of overall carbon emissions. Considering the potential impact
of our business on the climate and the environment, we take various measures in our business
operations to minimize the impact of our operations on the environment, including the
following:

. Our Bloks System. We believe that our Bloks System makes our products and our
business operations more friendly to the environment. For example, our patents for
standard components such as the overall assembling structure and key joints
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facilitate more efficient use of resources through standardized production which
reduces waste and promotes production efficiency to save energy during production
processes. More specifically, the use of standard components in our product design
enables us to reduce the variety and quantity of molds, thereby saving production
resources. Also, our proprietary automated production techniques lead to waste
reduction and energy saving by optimizing material use, reducing defects and
minimizing rework. We use ABS, a non-renewable and non-biodegradable material,
in our products. The production and disposal of ABS contribute to plastic waste,
pollution and resource depletion. To mitigate the environmental impact of ABS, we
continuously improve production efficiency through our Bloks System to reduce the
usage and the waste resulting from using of such material. For example, we
upgraded molds with hot runner systems to allow reuse of leftover ABS material in
the hot runners, thereby improving the utilization efficiency of ABS. We also
optimized product structure to reduce the thickness of certain components, which
reduces the usage of ABS in our products while ensuring our product strength,
endurability or assembling experience are not compromised. We also plan to
increase the use of degradable, environmentally friendly raw materials for product
production. Moreover, we primarily use recyclable and degradable packaging
materials.

. Partner factory management. We work with our partner factories to minimize the
environmental impact of the production process. We require our partner factories to
obtain ISO14000 certification which encompasses a range of standards addressing
various aspects of environmental management, such as environmental management
systems, environmental auditing and environmental performance evaluation.
Furthermore, we (i) require our partner factories to adhere to the requirements set
out in the standards across various production stages such as injection, printing and
packaging; and (ii) have staff stationed at the partner factories to oversee the entire
production process in order to make sure that production process is in accordance
with the environmental management standards. Moreover, we require our partner
factories to prioritize the use of UV printing for product printing purposes, provided
that quality and craftsmanship requirements can be met. UV printing requires less
ink for complex application of colors as compared with traditional printing methods,
thereby reducing resource consumption. Additionally, UV printing reduces
pollutants discharged to the environment during the production process and
therefore reduce our carbon footprint.

. Energy conservation and green office. We focus on energy and resource
conservation in our daily operating activities. Our energy and resource usage
remained relatively stable despite our rapid growth during the Track Record Period.
In 2021, 2022, 2023 and the six months ended June 30, 2024, (i) our electricity
consumption was approximately 0.51GWh, 0.51GWh, 0.56GWh and 0.29GWh,
respectively; and (ii) our water consumption was approximately 0.67 thousand, 0.50
thousand, 0.54 thousand and 0.27 thousand tonnes, respectively. We have
established an office administration policy designed to implement the low-carbon
office concept, which requires the implementation of the office energy-saving and
safety measures. For example, we require our employees to promptly turn off lights
and air conditioners in unoccupied office areas.
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The classification of our greenhouse gas emission was determined based on our
understanding of Greenhouse Gas Protocol published by the World Resources Institute and the
World Business Council for Sustainable Development and the 2006 IPCC Guidelines for
National Greenhouse Gas Inventories issued by IPCC.

The table below sets forth our greenhouse gas emission for the periods indicated.

Six Months
Ended
Year Ended December 31, June 30,
Unit 2021 2022 2023 2024
Greenhouse Gas
Emission”
Scope 2 ......... tCo, —@ 369.0 387.1 237.5
Notes:

(I)  We do not engage in Scope 1 greenhouse gas emission because we do not carry out any production
activities and have no direct emission from our business operations. We intend to initiate the assessment
of our Scope 3 greenhouse gas emission after the [REDACTED].

(2)  The Scope 2 emission data for 2021 for our leased warehouse was not available, and therefore we are
not able to calculate our total Scope 2 emission for 2021.

Our Scope 2 greenhouse gas emission remained relatively stable in 2022 and 2023. In the
six months ended June 30, 2024, the Scope 2 greenhouse gas emission increased due to the
increase in usage of electricity in our central warehouses.

While we are committed to achieving sustainable growth in the long run, we expect our
energy consumption to increase as a result of our business expansion in the near term, which
involves establishing our self-operated factory, purchasing more office equipment and
potentially expanding our office space. To minimize the environmental impact of our growth,
we have implemented a series of environmentally-friendly initiatives in our office area,
including adopting shared office space models and collaborating with specialized agencies for
recycling. We have also established a paperless office system, utilizing online working
software to reduce the use of paper and enhance efficiency. Additionally, we promote
low-carbon commuting and business travel, provide internal training on carbon neutrality, and
post posters in office spaces to raise awareness of our low-carbon initiatives. For our planned
self-operated factory, we aim to use environmentally-friendly construction materials and
implement green production protocols in the future. We are at a preliminary stage of studying
the environmental impact of our operations and planned production and establishing ESG
targets. We intend to implement achievable ESG targets upon [REDACTED] that align with
our expansion while minimizing environmental impact and risks.
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Social Responsibilities and Corporate Governance

We are committed to promoting corporate social responsibility and sustainable
development. Corporate social responsibility is viewed as part of our core corporate philosophy
that will be crucial to our ability to create sustainable value for our stakeholders by embracing
diversity and addressing public interests.

Consumer Protection

We place strong emphasis on consumer protection and product safety. Our consumer
protection efforts primarily include that (i) we use comprehensible and accurate language on
the packaging of our products to mitigate the risks of misrepresentation and misunderstanding;
and (ii) we include clear warning labels and safety instructions on our packaging to inform
consumers about appropriate age ranges and any potential hazards. In particular, we prioritize
the safety and well-being of children by adhering to rigorous standards from product design
and development to production, so as to ensure our products are safe and meet global safety
regulations, including China’s toy safety standard GB6675-2014, the United States toy safety
standard ASTM F963, and the European Union toy safety standard EN71. For product design
and development, we take product quality and safety into account when designing the
prototype and molds, ensuring that product safety is addressed across all our product offerings
from the beginning. Moreover, we use safe materials and undergo comprehensive testing for
potential hazards, such as choking risks, sharp edges, chemicals and endurability to ensure our
products meet the aforementioned toy safety standards. For production, we have formulated
strict Bloks toy safety standards for our partner factory network, and we have staff stationed
at the partner factories to oversee the entire production process in order to make sure that our
products are produced according to such standards.

Employee Caring Initiatives

We have designed employee caring initiatives including employee welfare systems,
workplace safety guidance, diversity policies and self-development opportunities which our
human resource department is responsible for implementing and supervising. We set a series
of internal guidelines regarding the remuneration and incentive mechanism. We promote
comprehensive employee welfare systems to look after employees’ health and wellbeing, such
as general health benefits, and holiday and birthday benefits.

We proactively carry out trainings for workplace injury prevention despite that our
premises are mostly offices and warehouses with lower work safety risk. During the Track
Record Period and up to the Latest Practicable Date, we had not experienced any major
accidents involving personal injury or property damage.

We are committed to creating an equal, diverse and non-discriminatory workplace. We
provide equal career opportunities for employees of different background, ages and genders. As
of June 30, 2024, we had 184 female employees, accounting for 35.5% of our total employees.
We design and offer various training programs for employees of different departments and
positions, covering subjects from operations, research and development, branding and
marketing, career advancement, as well as general management, in order to enhance their
professional skill sets and understanding of our company and the industry. See “— Our
Employees.”
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Charitable Efforts

We are committed to charity and have actively contributed to various causes since our
inception. On February 20, 2020, we donated approximately 50,000 units of toys to frontline
healthcare professionals and their children. On August 30, 2022, we donated goods valued at
RMBI11.6 million to provide support to frontline healthcare professionals and their families.

Business Integrity

We have implemented a series of strict internal rules regarding business integrity to
prevent corruption, bribery, extortion, fraud and money laundering. In addition, we make
known our internal integrity policies to our suppliers and partner factories. We require our
suppliers and partner factories to sign integrity agreements in which they make written
commitment to comply with our anti-corruption and anti-bribery requirements. We also carry
out anti-corruption training activities for employees to strengthen employees’ awareness. We
encourage our employees to report on non-compliance and have formulated a whistleblower
policy. Employees can report through various channels such as Weixin, hotlines and e-mail
addresses. Our legal team and internal control team are responsible for handling the reports of
fraud or bribery incidents. We maintain strict confidentiality of all whistleblowers.

During the Track Record Period and up to the Latest Practicable Date, we had not
experienced any instances of corruption and malpractice that had a material adverse effect on
our business or were likely to have a material adverse effect on our business.

INSURANCE

We have purchased property insurance and product liability insurance policies which
comprehensively covered major business interruptions and accidental loss, such as fire, water
and malicious damage. See “Risk Factors — Risks Relating to Our Business and Industry —
We are subject to the risks associated with force majeure events, natural disasters, public health
incidents, acts of war, terrorism or other factors beyond our control.” Our Directors believe that
our insurance coverage is in line with industry practice. During the Track Record Period and
up to the Latest Practicable Date, we had not received any material insurance claims against
us.

PROPERTIES

As of the Latest Practicable Date, we did not own any real property. As of June 30, 2024,
we had no single property with a carrying amount of 15% or more of our total assets, and on
this basis, we are not required by Rule 5.01A of the Listing Rules to include in this document
any valuation report. Pursuant to section 6(2) of the Companies Ordinance (Exemption of
Companies and Prospectuses from Compliance with Provisions) Notice, this document is
exempted from compliance with the requirements of section 342(1)(b) of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance in relation to paragraph 34(2) of the
Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance,
which requires a valuation report with respect to all of our interests in land or buildings.
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Leased Properties

As of the Latest Practicable Date, we entered into agreements to lease nine properties
with a GFA of 60,240 sq.m. from third parties in the PRC, mainly as our offices and
warehouses. The leases generally have a term ranging from one to three years. We will consider
renewing the leases upon their expiry.

As of the Latest Practicable Date, two out of the nine leased properties used as our
warehouses with a GFA of 16,806 sq.m. had not been registered and filed with relevant land
and real estate administration bureaus in the PRC. As advised by our PRC Legal Advisor,
failure to complete the registration and filing of lease agreements will not affect the validity
of such lease agreements nor the lawful and effective use of leased properties pursuant to the
lease agreements. However, the relevant authorities may require us to rectify such non-
compliance within a prescribed period and we may be subject to a fine ranging from RMB 1,000
to RMB10,000 for each of such properties if we fail to rectify such non-compliance within the
prescribed period. During the Track Record Period, we have not been subject to any
administrative penalties imposed by the competent authorities for failing to complete the
registration and filing of the lease agreements. Based on the above, our PRC Legal Advisor and
we believe that the failure to register and file the leased properties will not have any material

adverse effect on our operation and financial condition.

OUR EMPLOYEES

As of June 30, 2024, we had a total number of 519 full-time employees. Most of our
employees were located in China. The following table sets forth our full-time employees by
functions as of June 30, 2024.

Number of
Function employees
Sl et 99
MaArTK@tINE . ..ottt e 31
Research and development ... 331
Management and administration................ooooiiiiiiiiiiiiiiii, 58
Total. ... 519

Our success, to a considerable extent, depends upon our ability to attract, motivate and
retain a sufficient number of qualified employees. We use various methods for our recruitment,
including online recruitment, internal recommendation and recruitment through headhunter
firms or agents, to satisfy our demand for different types of talents. We believe we offer our
employees competitive compensation packages and an environment that encourages self-
development and creativity. In addition, we design and offer various training programs for
employees of different departments and positions, covering subjects from operation, research
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and development, branding and marketing, career advancement, as well as general
management, in order to enhance their professional skill sets and understanding of our
company and the industry. We place special emphasis on legal knowledge and awareness. We
provide specific training sessions on legal topics such as intellectual property rights and trade
secrets regularly.

For key positions and critical personnel, we provide specialized training programs each
year, aligning them with the company’s strategic development with both in-house and external
trainers. We run a Product Manager Training Camp (2 fh#8FEFISE4), which combines
insights from both in-house and external experts, covering topics such as project management,
project review and business and strategic development. We also conduct specialized offline
training sessions for regional sales management personnel to strengthen their understanding of

our management philosophies and corporate culture and improve their management skills.

We enter into employment contracts and confidentiality agreements with all of our
employees. We have developed an evaluation system to assess the performance of our
employees annually, which forms the basis for determining their compensation. We believe that
we have complied with the relevant national and local labor and social welfare laws and
regulations in all material respects. We believe we have maintained a positive relationship with
our employees. We had not experienced any significant labor disputes during the Track Record
Period and up to the Latest Practicable Date which have adversely affected or are likely to have
adverse effects on our business operations.

LICENSES, PERMITS AND APPROVALS

During the Track Record Period and up to the Latest Practicable Date, we had obtained
all requisite licenses, permits, approvals and certificates from the relevant government
authorities that are material for our business operations.

We had not experienced any material difficulties in renewing material licenses, permits
or certificates during the Track Record Period and up to the Latest Practicable Date and do not
expect there to be any material difficulties in renewing them upon their expiry, if applicable,
as long as we comply with the relevant legal requirements and all necessary steps to submit the
relevant applications in accordance with the requirements and schedule prescribed by the

applicable laws and regulations.
During the Track Record Period and up to the Latest Practicable Date, we had not been

penalized by any government authorities for non-compliance relating to material licenses,
permits or certificates.

-231 -



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

BUSINESS

LEGAL PROCEEDINGS AND NON-COMPLIANCE

We may from time to time be subject to various legal or administrative claims and
proceedings arising in the ordinary course of business involving employment, copyrights,
contract disputes and other matters. See “Risk Factors — Risks Relating to Our Business and
Industry — 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.” Our Directors, as advised by our PRC Legal Advisor, confirm that
during the Track Record Period and up to the Latest Practicable Date, we had not been and
were not a party to any material legal, arbitral, administrative proceedings or non-compliance
incidents that led to fines, enforcement actions or other penalties, which could, individually or
in the aggregate, have a material adverse effect on our business, financial condition and results
of operations. Particularly, during the Track Record Period and up to the Latest Practicable
Date, we had not experienced any material (i) infringements, counterfeit products or knockoffs,
or (ii) failure to make adequate contributions for employees’ benefits. Our Directors are of the
view that, we had complied, in all material respects, with all relevant laws and regulations in
the PRC during the Track Record Period and up to the Latest Practicable Date.

RISK MANAGEMENT AND INTERNAL CONTROL

We have developed and implemented risk management policies and internal control
measures in relation to our business operations, financial reporting and general compliance.

. For our risk management, we design a comprehensive set of policies to identify,
analyze, categorize, mitigate and monitor various risks. We periodically assess and
update our risk management policies. Our risk management policies also set forth
the reporting hierarchy of risks identified in our operations. Our Board is

responsible for overseeing the overall risk management.

. For our internal control system, we carry out regular internal evaluation and training
to ensure that our employees are equipped with sufficient knowledge on our internal

control measures and relevant laws and regulations.

In January 2024, we engaged an independent consulting firm to perform a review over our
internal control. The key areas of inspection include financial reporting and disclosure,
research and development management, management policies over sales, supply chain
controls, distributor management, trade receivables and payables management, product safety
control, inventory management, intangible assets management, human resource and
remuneration management, capital management, tax management, insurance management,
contract control and information system control.
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To monitor the ongoing implementation of our risk management policies and corporate
governance measures after the [REDACTED], we have adopted or will continue to adopt,

among other things, the following internal control measures:

. establish an Audit Committee to review and supervise our financial reporting
process and internal control system. For the qualifications and experience of the
committee members, see “Directors and Senior Management”;

. adopt various policies to ensure compliance with the Listing Rules, including but not
limited to aspects related to risk management, connected transactions and
information disclosure;

. provide anti-corruption and anti-bribery compliance training periodically to our
senior management and employees to enhance their knowledge and compliance with
applicable laws and regulations, and include relevant policies against non-

compliance in employee handbooks;
. organize training session for our Directors and senior management in respect of the
relevant requirements of the Listing Rules and duties of directors of companies

listed in Hong Kong;

. enhance our reporting and record system, including records in relation to

procurement and sales;

. establish a set of emergency procedures in the event of major quality-related issues;
and

. provide enhanced training programs for responsible staff on quality assurance and
product safety procedures.
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OVERVIEW

The Board currently consists of seven Directors, including two executive Directors, two
non-executive Directors and three independent non-executive Directors. The Board is
responsible for and has the general power over the management and operation of the Group’s
business, including determining the business strategies and investment plans, implementing
resolutions passed at the shareholders’ general meetings, and exercising other powers,
functions and duties as conferred by the Memorandum and Articles of Association. The Board
also assumes the responsibilities for developing and reviewing the policies and practices of the
Company on corporate governance, risk management and internal control and compliance with

legal and regulatory requirements.

The senior management is currently comprised of six members who are responsible for
the day-to-day management and operation of the Group.

DIRECTORS

The following table sets forth the key information about the Directors as at the Latest

Practicable Date.

Date of
Appointment Date of Joining
Name Age Position Responsibilities as a Director the Group

Mr. Zhu Weisong ~ [42] Chairman, executive  Responsible for the July 28, 2021 December 24,

(RAER) Director and chief overall strategy, 2014
executive officer business
development,

operation and
management of the

Group
Mr. Sheng [46] Executive Director ~ Responsible for the July 25, 2022 June 1, 2015
Xiaofeng and president operation and
(BEIBEI) management and

overseas markets of

the toy business of

the Group
Mr. Chang Kaisi ~ [43] Non-executive Providing advice on the July 25, 2022 July 30, 2020
GERD) Director business operations

and major decisions
of the Group
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Date of
Appointment Date of Joining
Name Age Position Responsibilities as a Director the Group
Mr. Chen Rui [51] Non-executive Providing advice on the December 27, December 27,
(i) Director business operations 2023 2023
and major decisions
of the Group
Mr. Gao Pingyang  [45] Independent non- Supervising and May 9, 2024 (0]
GRE) executive Director  providing
independent
judgement to
the Board
Ms. Huang Rong  [46] Independent non- Supervising and May 9, 2024 (0]
(HR) executive Director ~ providing
independent
judgement to
the Board
Mr. Shang Jian [57] Independent non- Supervising and May 9, 2024 (0]
(1 fi) executive Director ~ providing
independent

judgement to
the Board

Executive Directors

Mr. Zhu Weisong (54K{£#2), aged [42], our founder, is the Chairman, an executive
Director, chief executive officer of the Company. Mr. Zhu is primarily responsible for the
overall strategy, business development, operation and management of the Group. Mr. Zhu has
served as an executive director and the chairman of the board of directors of Bloks Technology
since December 2014.

Mr. Zhu has extensive experience in business management by founding our Group in
December 2014. Prior to this, Mr. Zhu co-founded Shanghai Yoozoo Information Technology
Limited (5% 1% 5 B0 A BR A 7)) in May 2009, where he acted as chief technology officer
since its establishment until February 2015, primarily responsible for the management of
research and development; in May 2014, the business of Shanghai Yoozoo Information
Technology Limited was listed on the Shenzhen Stock Exchange by way of a major asset
restructuring of Yoozoo Interactive Co., Ltd. (&G4 B A BRA ) (stock code: 002174),
where Mr. Zhu served as the chairman of the board of supervisors from June 2014 to April
2016. Mr. Zhu keeps attaching great importance to product research and development and has
deep insights in industry trends, products innovation, business development and cooperation.
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Mr. Zhu received a doctorate degree in business administration from Shanghai Advanced
Institute of Finance of Shanghai Jiao Tong University (b VFA3CHE KB b iAf 51 5% 4 Al B2 )
(PRC) — Arizona State University (the United States) in June 2023 and a master’s degree in
business administration from Cheung Kong Graduate School of Business (& 7LPE:F%) in the
PRC in September 2019, and graduated from Shanghai Jiao Tong University (_F 53¢ K EE)
in the PRC in January 2013 after completion of online courses majoring in business
administration.

Mr. Sheng Xiaofeng (ERBEI£), aged [46], is our executive Director and president. Mr.
Sheng is responsible for the operation and management and overseas markets of the toy
business of the Group. Mr. Sheng has served as the president of Bloks Technology since
September 2015.

Mr. Sheng has over 20 years of profound experience in consumer insights, product
innovation and commercialization. Prior to joining the Group, Mr. Sheng worked at Intel
Technology Development (Shanghai) Co., Ltd. (FFF@H0iyBHEE( i) A FR/AF]) and Intel
Asia Pacific Research and Development Ltd. (J4FRF 52 K WP 554 FRZ\ 7)) under the Intel Group
from April 2005 to May 2015, where he was responsible for the design and development of
educational products, and received the Intel Achievement Award twice for his outstanding
contributions to the research and development of educational products.

Mr. Sheng obtained a master’s degree in industrial design engineering from Shanghai Jiao
Tong University (E#2%#KEL) in the PRC in March 2009 and a bachelor’s degree in
industrial design from Tongji University ([@#KX%%) in the PRC in July 2001.

Non-executive Directors

Mr. Chang Kaisi (F8lH7), aged [43], is our non-executive Director, and is responsible
for providing advice on the business operations and major decisions of the Group. Mr. Chang
also served as a director of Bloks Technology from July 2020 to July 2022.

Mr. Chang joined Beijing Source Code Capital Co., Ltd. (L5t JH5 & AL & A BRA A at
September 2016 and has served as a partner since October 2021, and is mainly responsible for
venture capital investment.

Mr. Chang received a doctorate degree in engineering from the University of Cambridge

in the U.K. in June 2008 and a bachelor’s degree in automation from Tsinghua University (1%
# K E) in the PRC in July 2003.
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Mr. Chen Rui (BR¥%), aged [51], is our non-executive Director and is responsible for

providing advice on the business operations and major decisions of the Group.

Mr. Chen has more than 23 years of experience in investment and management. Since
February 2005, he has held multiple positions at Legend Capital Management Co., Ltd. (&
EARE A A PR F]), including co-chief investment officer since April 2021, managing
director from April 2015 to March 2021, executive director from October 2013 to March 2015,
director from October 2010 to September 2013, vice president of the investment team from
April 2008 to September 2010 and associate from February 2005 to March 2008. From June
1999 to November 2002, he successively worked as an engineer, manager of the engineering
technology department and then deputy general manager at Shenzhen Linker Industrial Co.,

Ltd (RINTIZER A R AD).

Mr. Chen has served as a non-executive director of Gambol Pet Group Co., Ltd. (EE'EE%E
Yy AR B A A BR A 7)) since October 2023, the shares of which are listed on the Shenzhen
Stock Exchange (stock code: 301498), and a non-executive director of Renrui Human
Resources Technology Holdings Limited (A AABHE#E A TR F]) since December 2019,
the shares of which are listed on the Stock Exchange (stock code: 6919).

Mr. Chen obtained a master’s degree in business administration from Fordham University
in the United States in February 2005 and a bachelor’s degree in science majoring in
electronics and information systems from Shanxi University (ILIP8K%£) in the PRC in July
1997.

Independent Non-executive Directors

Mr. Gao Pingyang (5 -[5), aged [45], is our independent non-executive Director. He is
responsible for supervising and providing independent judgement to the Board.

Mr. Gao has served as a professor and an associate dean at the Business School of the
University of Hong Kong since June 2020, engaged in teaching, research, and management
activities. Prior to that, he successively served as an assistant professor and associate professor
at the Booth School of Business of the University of Chicago from July 2008 to June 2020,
engaged in teaching and research in accounting. Mr. Gao’s research focus on capital markets
and corporate governance and he has published extensively in top tier international academic
journals.

Mr. Gao has served as an independent non-executive director of Zhongyuan Bank Co.,
Ltd. (HFJRERTT A BRZS Al) since November 2023, the shares of which are listed on the Stock
Exchange (stock code: 1216).

Mr. Gao obtained a PhD degree in accounting from Yale University in the United States
in December 2008, a master’s degree in finance from Peking University (L3 K%22) in the PRC
in June 2004 and a bachelor’s degree in accounting from Renmin University of China (H7[E A
A in the PRC in July 2002.
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Ms. Huang Rong (E%), aged [46], is our independent non-executive Director. She is

responsible for supervising and providing independent judgement to the Board.

Ms. Huang currently serves as a professor and a Li Dak-sum Chair Professor (2% — i
[ #3%) at the School of Management of Fudan University (€ 5 K£) since October 2019.
Prior to her current position, Ms. Huang served as an associate professor at Cheung Kong
Graduate School of Business from July 2018 to September 2019, and an associate professor
(tenured position) in accounting from September 2013 to June 2018 and an assistant professor
in accounting from September 2006 to August 2013, at Baruch College of the City University
of New York.

Ms. Huang has served as an independent director, the convener of the audit committee and
a member of the nomination committee at Shandong Hualu Hengsheng Chemical Co., Ltd. (1]
PR e FHE T A PR F) since April 2024, the shares of which are listed on the Shanghai
Stock Exchange (stock code: 600426) and an independent director at Bank of Communications
Financial Leasing Co., Ltd. (3Z#R4: filFH B A R E (LA Fl) since March 2023. She also served
as an independent director at Guizhou Gas Group Corporation Ltd. (& MR FRA 7]
from May 2022 to August 2023, the shares of which are listed on the Shanghai Stock Exchange
(stock code: 600903).

Ms. Huang obtained a doctorate degree in management science (accounting) and a
master’s degree in accounting from University of Texas at Dallas in the United States in August
2006, a master’s degree in economy from Mississippi State University in the United States in
December 2001, a bachelor’s degree in industrial foreign trade and a bachelor’s degree in
computer science from Donghua University (?R#EK%) in the PRC in July 1999.

Mr. Shang Jian (##2), aged [57], is our independent non-executive Director. He is
responsible for supervising and providing independent judgement to the Board.

Mr. Shang has over 25 years of experience in China’s capital markets. Mr. Shang founded
Hong Shang Asset Management Co., Ltd. ( b i34 & & AR/ w]) in July 2013 and has
been the chairman of the board of director since then. Prior to that, he held several senior
management positions at various financial institutions, including a general manager of UBS
SDIC Fund Management Co., Ltd. (B#HEndRiEa&E A RAF) from September 2006 to
November 2012, a general manager of Yin Hua Fund Management Co., Ltd. (#7354 5 MK
WA BRZAF]) from January 2004 to June 2006, a deputy general manager of HuaAn Fund
Management Co., Ltd. (%iﬁf%{ﬁ%@ﬁ Bﬁ/z}ﬂ) from January 2002 to December 2003, and an
executive officer of Shanghai Stock Exchange from January 2001 to December 2001, whereby
Mr. Shang also accumulated extensive experience in financial management.
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Mr. Shang has been an independent non-executive director of Shanghai Realway Capital
Assets Management Co., Ltd. (L %g0& R & A FR/A ) since October 2018, the
shares of which are listed on the Stock Exchange (stock code: 1835), and an independent
director and chairman of audit committee of H World Group Limited (FE{E4E B4 BR/A F]) since
May 2014, the shares of which are listed on the Stock Exchange (stock code: 1179) and on the
Nasdaq Stock Market (ticker symbol: HTHT).

Mr. Shang obtained a doctorate degree in business administration (finance) and a master’s
degree in economics from University of Connecticut in the United States in December 1997
and December 1994, respectively, and a bachelor’s degree of engineering from Shanghai Jiao
Tong University in the PRC in July 1989.

Mr. Shang possesses appropriate professional accounting or related financial management
expertise required under Rule 3.10(2) of the Listing Rules and confirms that he has gained such
expertise through his previous experiences, including (i) serving as an independent director and
a chairman and member of the audit committee of companies listed on the Stock Exchange
including Shanghai Realway Capital Assets Management Co., Ltd. and H World Group
Limited, during which Mr. Shang has been responsible for, among other things, reviewing the
financial statements and accounting policies, monitoring and evaluating the external and
internal audit work and internal control of the listed companies, making recommendations on
the appointment and replacement of external audit firms, and (ii) as a founder and senior
executive of reputable asset management companies such as Hong Shang Asset Management
Co., Ltd., UBS SDIC Fund Management Co., Ltd., Yin Hua Fund Management Co., Ltd. and
HuaAn Fund Management Co., Ltd., Mr. Shang has been involved in, among other things,
formulating, implementing and evaluating the investment strategies for portfolio companies
and overseeing the financial management of these asset management companies. Based on the
foregoing, Mr. Shang has accumulated in-depth practical knowledge and extensive experience
in supervising and monitoring the financial reporting, internal control and other accounting-
related matters of listed issuers, and gained accounting or related financial management
expertise for the purpose of Rule 3.10(2) of the Listing Rules.
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SENIOR MANAGEMENT

The following table sets forth the key information about the senior management of the

Company as at the Latest Practicable Date.

Date of First Date of Joining

Name Age Position Responsibilities Appointment the Group
Mr. Zhu Weisong ~ [42] Chairman, executive ~ Responsible for the Appointed as the December 24,
(R Pl Director and chief overall strategy, the chief executive 2014
executive officer business officer on
development, December 24,
operation and 2014
management of the
Group
Mr. Sheng [46] Executive Director ~ Responsible for the Appointed as a  June 1, 2015
Xiaofeng (HBE and president operation and president on
Itg) management and September 10,
overseas markets of 2015
the toy business of
the Group
Mr. Xie Lei (##) [47] Vice president Responsible for product Appointed as a  July 1, 2015
research and vice president
development and on July 1, 2015
design
Mr. Huang Zheng  [44] Vice president Responsible for human Appointed December 1,
(H ) resources as a vice 2016
management and president on
administration of the ~ December 1,
Group 2016
Ms. Fu Yifang [50] Chief financial officer Responsible for the Appointed as the December 21,

(RF#T)

Mr. Zhu Yuancheng [3§]
(RITH)

Vice president and
Board secretary

accounting and
finance management
of the Group

Responsible for the

board affairs,
investor relationship
and legal affairs of
the Group

chief financial 2023
officer on
December 21,

2023

December 17,
2020

Appointed as a
vice president
and the Board
secretary on
December 17,
2020

For the biographical details of Mr. Zhu Weisong and Mr. Sheng Xiaofeng, please refer to

“— Directors” above.
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Mr. Xie Lei (#%), age [47], is our vice president. Mr. Xie is responsible for product
research and development and design. Mr. Xie joined the Group in July 2015 and has served
as the vice president since then.

Mr. Xie has over 20 years of experience in the field of product design. Prior to joining
the Group, from March 2011 to June 2015, Mr. Xie engaged in consecutive entrepreneurship
in the field of hardware products. Previously, Mr. Xie worked as a design director of Speck
Design Ltd. (T77 T3&7E Skt ( L) A FRA A]) from October 2005 to December 2008 and a
design director at Electrolux (China) Home Appliances Co., Ltd. (F#& sl () B as A R A
A]) from February 2003 to January 2005. Mr. Xie has served as an IIDE (International
Industrial Design Engineering) Enterprise Mentor of Shanghai Jiao Tong School of Design ( |-
VR AC KB HHERBE) since 2021.

Mr. Xie received a bachelor’s degree in industrial design in June 1999 from Shanghai Jiao
Tong University in the PRC.

Mr. Huang Zheng (), aged [44], is our vice president and responsible for human
resources management and administration of the Group. Mr. Huang joined the Group in
December 2016 and has served as the vice president since then.

Mr. Huang has over 20 years of experience in human resource management and
administration. Prior to joining the Group, from June 2012 to December 2016, Mr. Huang
worked at Oriental Pearl Media Co., Ltd. (55 BHERHT GBS 3G FR A7) | the shares of which
are listed on the Shanghai Stock Exchange (stock code: 600637), and held positions including
the administration general manager, and from July 2001 to June 2012, Mr. Huang worked at
Shanghai Media Group ([ ##% %1 5) and its subsidiaries and held positions including the
the head of the human resource department and office director of kids channel.

Mr. Huang obtained a master’s degree in journalism and communication from Shanghai
Jiao Tong University in the PRC in March 2013 and a bachelor’s degree in law from China
Youth University of Political Studies (H' [ 7 4 BUAE:FE) in the PRC in June 2001. Mr. Huang

obtained an economics professional qualification (human resource) in November 2007.

Ms. Fu Yifang (Y87, formerly known as f8#%75), aged [50], is the chief financial
officer of the Group and responsible for the accounting and finance management of the Group.
Ms. Fu joined the Group in December 2023 and has served as the chief financial officer of the
Group since then.

Ms. Fu has extensive experience in accounting and financial management. Prior to joining
the Group, Ms. Fu served as a vice president of finance at Luckin Coffee (Shanghai) Co., Ltd.
(i SEMNE (L) A BR/A A]) and Luckin Coffee Technology (Hainan) Co., Ltd. (%fi=gMIBERM%
(5 F9) A PR/ F]) from November 2020 to January 2023. Ms. Fu also served as a senior finance
director at Shanghai Bilibili Technology Co., Ltd. (MM RERLF A BR 23 7)), a subsidiary
of Bilibili Inc., from January 2018 to October 2020. The shares of Bilibili Inc. are listed on the
Stock Exchange (stock code: 9626) and the Nasdaq Stock Market (ticker symbol: BILI). Ms.
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Fu served as a senior finance director at Chuanxian Network Technology (Shanghai) Co., Ltd.
(ER AR AP (B A RRAT]) from September 2013 to July 2017 and Heyi Internet
Technology (Beijing) Co., Ltd. (& —##&HMIdta0)ABR/AH]) from September 2010 to
September 2013, both companies are subsidiaries of Youku Tudou Inc, the shares of which are
listed on the New York Stock Exchange (ticker symbol: YOKU).

Ms. Fu obtained a master’s degree in accounting from Kent State University in the United
States in December 2001 and a bachelor’s degree of arts from Sichuan University (V41| K5)
in the PRC in July 1998. Ms. Fu obtained the membership qualification of American Institute
of Certified Public Accountants in the United States in October 2013.

Mr. Zhu Yuancheng (5K JTFX), aged [38], is our vice president, Board secretary and joint
company secretary. He is responsible for the board affairs, investor relationship and legal
affairs of the Group. Mr. Zhu Yuancheng joined the Group in December 2020 and has served
as the vice president and the Board secretary since then.

Mr. Zhu Yuancheng has extensive experience in corporate legal affairs and corporate
investment and financing. Prior to joining the Group, Mr. Zhu Yuancheng served as the general
manager of a business department of Sichuan Trust Co., Ltd. ("4)IE#EABRAH]) from June
2019 to December 2020, the head of the financial cooperation department of CPI Xianrong
(Shanghai) Asset Management Co., Ltd. ("F R i) &2 & A BR/A 7)), a subsidiary of
State Power Investment Corporation Limited (% % % &4 B A R 7)), from May 2016 to
March 2019 and a senior trust manager of Zhongtai Trust Co., Ltd. (FFZ(5 5t A BRE(EA A
from August 2014 to April 2016.

Mr. Zhu Yuancheng obtained a master’s degree in law from Fudan University in the PRC
in June 2010 and a bachelor’s degree in law from China University of Mining and Technology
(FEEZEREL) in the PRC in July 2007. Mr. Zhu Yuancheng obtained the Legal Professional
Qualification Certificate (%3 EH%7) in February 2009.

Save as disclosed in this document, none of the Directors or senior management has held
any directorship in any public company the securities of which are listed on any securities
market in Hong Kong or overseas during the three years immediately preceding the Latest
Practicable Date.

As at the Latest Practicable Date:

(i) none of the Directors or members of the senior management of the Company is
related to any other Directors and members of the senior management;

(i1) save as disclosed in the sections headed “Substantial Shareholders” and “Appendix
IV — Statutory and General Information”, none of the Directors or members of the
senior management holds any interest in the Shares which would be required to be
disclosed pursuant to Part XV of the Securities and Futures Ordinance; and
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(iii) there is no additional matter with respect to the appointment of the Directors that
needs to be brought to the attention of the Shareholders, and there is no additional
information relating to the Directors that is required to be disclosed pursuant to Rule
13.51(2) of the Listing Rules.

JOINT COMPANY SECRETARIES

Mr. Zhu Yuancheng (5% JTHK) is one of the joint company secretaries of the Company.
For the biographical details of Mr. Zhu Yuancheng, please refer to “— Senior Management”
above.

Ms. Yu Wing Sze (REKFF), aged [41], is one of the joint company secretaries of the
Company. She is a manager of the listing services division at TMF Hong Kong Limited, a
company providing corporate accounting and corporate secretarial services in Hong Kong. She
has over 15 years of experience in company secretarial profession and has been serving as the
company secretary of several listed companies in Hong Kong.

Ms. Yu is an associate member of both The Hong Kong Chartered Governance Institute
and The Chartered Governance Institute (formerly known as the Institute of Chartered
Secretaries and Administrators) in the United Kingdom.

Ms. Yu received a bachelor’s degree in business administration from the Chinese
University of Hong Kong in Hong Kong in December 2005.

BOARD COMMITTEES

The Company has established three Board committees, namely the Audit Committee, the
Remuneration Committee and the Nomination Committee.

Audit Committee

The Audit Committee consists of three Directors, namely Mr. Gao Pingyang, Ms. Huang
Rong and Mr. Shang Jian, with Mr. Gao Pingyang serving as the chairman of the committee.
Mr. Shang Jian has the appropriate professional experiences as required under Rules 3.10(2)
and 3.21 of the Listing Rules. The Audit Committee is mainly responsible for reviewing and
overseeing the financial reporting procedure and internal control system of the Group.

Remuneration Committee

The Remuneration Committee consists of three Directors, namely Mr. Shang Jian, Ms.
Huang Rong and Mr. Zhu Weisong, with Mr. Shang Jian serving as the chairman of the
committee. The Remuneration Committee is mainly responsible for evaluating the
remuneration polices for Directors and senior management of the Group and making
recommendations thereon to the Board.
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Nomination Committee

The Nomination Committee consists of three Directors, namely Mr. Zhu Weisong, Mr.
Gao Pingyang and Mr. Shang Jian, with Mr. Zhu Weisong serving as the chairman of the
committee. The Nomination Committee is mainly responsible for identifying, screening and
recommending to the Board qualified candidates to serve as the Directors and monitoring the
procedures for evaluating the performance of the Board.

CONFIRMATION FROM OUR DIRECTORS

Rule 8.10 of the Listing Rules

Each of our Directors confirms that as of the Latest Practicable Date, he or she did not
have any interest in a business which competes or is likely to compete, either directly or
indirectly, with our Company’s business which would require disclosure under Rule 8.10 of the
Listing Rules.

Rule 3.09D of the Listing Rules

Each of our Directors confirms that he or she (i) has obtained the legal advice referred
to under Rule 3.09D of the Listing Rules on May 9, 2024, and (ii) understands his or her
obligations as a director of a listed issuer under the Listing Rules.

Rule 3.13 of the Listing Rules

Each of the independent non-executive Directors has confirmed (i) his/her independence
as regards each of the factors referred to in Rules 3.13(1) to (8) of the Listing Rules, (ii) he/she
has no past or present financial or other interest in the business of the Company or its
subsidiaries or any connection with any core connected person of the Company under the
Listing Rules as of the Latest Practicable Date, and (iii) that there are no other factors that may
affect his/her independence at the time of his/her appointments.

DIVERSITY

The Company has adopted the board diversity policy which sets out the objective and
approach for achieving and maintaining diversity of the Board in order to enhance its
effectiveness. In accordance with the board diversity policy, the Company seeks to achieve
board diversity by taking into account a number of factors, including but not limited to gender,
age, cultural and educational background, professional experience, skills, knowledge and/or
length of service.

The Board currently consists of six male and one female members, with two executive

Directors, two non-executive Directors and three independent non-executive Directors of age
ranging from [42] to [57] with diversified backgrounds and experience. The Board considers
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it has a balanced mix of skill-set, experience, expertise, and diversity which enhances
decision-making capability and the overall effectiveness of the Board in achieving sustainable
business operation and enhancing shareholder value.

Our Nomination Committee is responsible for ensuring the diversity of our Board
members. Upon the [REDACTED], the Nomination Committee will from time to time (i)
discuss and agree on expected goals to ensure board diversity, and (ii) review and, where
necessary, update the board diversity policy to ensure that the policy remains effective. The
Company will (i) disclose the biographical details of each Director and (ii) report on the
implementation of the board diversity policy (including whether we have achieved board
diversity) in its annual corporate governance report.

REMUNERATION OF THE DIRECTORS AND SENIOR MANAGEMENT

The Directors and senior management members who receive remuneration from the
Company are paid in forms of salaries, allowances, discretionary bonuses and other benefits in
kind. The remuneration of the Directors and senior management members is determined with
reference to the remuneration paid by relevant companies in the same industry and the
achievement of major operating indicators of the Company.

The aggregate amount of remuneration (including salaries, allowances, contribution to
pension schemes and discretionary bonuses) and other benefits in kind paid to the Directors for
each of the years ended December 31, 2021, 2022 and 2023 and the six months ended June 30,
2024 amounted to RMB1.28 million, RMB1.70 million, RMB2.54 million and RMB362.86
million, respectively. The aggregate amount of remuneration (including salaries, allowances
and discretionary bonuses) and other benefits in kind paid to the five highest paid individuals
for each of the years ended December 31, 2021, 2022 and 2023 and the six months ended June
30, 2024 amounted to RMB8.07 million, RMB8.33 million, RMB14.87 million and
RMB367.48 million (including bonus of shares settled in equities), respectively.

Under the arrangement currently in force, the Company estimates that the aggregate fixed
remuneration (before tax) payable to the Directors for the year ending December 31, 2024 is
approximately RMB1.53 million.

During the Track Record Period, no fee was paid by the Company to any of the Directors
(or former Directors) or the five highest paid individuals as an inducement to join the Company
or as compensation for loss of office. None of the Directors waived their remuneration during
the Track Record Period.

SHARE INCENTIVE SCHEME

In order to incentivize employees for their contribution to the Group and to attract and
retain suitable personnel to the Group, the Company adopted the Share Incentive Scheme. For
further details, see “Appendix IV — Statutory and General Information — E. The Share
Incentive Scheme”.
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COMPLIANCE ADVISOR

The Company has appointed Gram Capital Limited as its compliance advisor in
compliance with Rules 3A.19 of the Listing Rules. The material terms of the compliance
advisor’s agreement are as follows:

(i) Gram Capital Limited shall act as our compliance advisor for the purpose of Rule
3A.19 of the Listing Rules for a period commencing on the [REDACTED] and
ending on the date on which the Company complies with Rule 13.46 of the Listing
Rules in respect of the financial results for the first full financial year commencing
after the [REDACTED];

(i) the compliance advisor will provide the Company with certain services, including
proper guidance and advice as to compliance with the requirements under the
Listing Rules and applicable laws, regulations and rules;

(ii1) the compliance advisor will, as soon as reasonably practicable, inform the Company
of any amendment or supplement to the Listing Rules announced by the Stock
Exchange from time to time, and of any amendment or supplement to the applicable
laws, regulations and rules in Hong Kong applicable to the Company; and

(iv) the compliance advisor will act as one of the key channels of communication of the
Company with the Stock Exchange.

CODE PROVISION C.2.1 OF THE CORPORATE GOVERNANCE CODE

Pursuant to C.2.1 of the Corporate Governance Code, the roles of chairman and chief
executive should be separate and should not be performed by the same individual. Mr. Zhu is
currently the Chairman and the chief executive officer of the Company. He is the founder of
the Group and has been operating and managing the Group since its establishment. The Board
believes that Mr. Zhu has been instrumental to the growth and business expansion of the Group.
The Board is of the view that the vesting the roles of the Chairman and chief executive officer
on him is beneficial to the management of the Company and therefore currently do not propose

to separate the roles of chairman and chief executive officer.

While this will constitute a deviation from Code Provision C.2.1 of the Corporate
Governance Code as set out in Appendix C1 to the Listing Rules, the Board believes that this
structure will not impair the balance of power and authority between the Board and the

management of the Company, given that:

(i) there is sufficient check and balance in the Board as the decision to be made by the
Board requires approval by at least a majority of the Directors, and the Board has
two non-executive Director as well as three independent non-executive Directors out
of the seven Directors, which is in compliance with the Listing Rules;
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(ii)

(ii)

(iv)

Mr. Zhu and the other Directors are aware of and undertake to fulfill their fiduciary
duties as Directors, which require, among other things, that they act for the benefit
and in the best interest of the Company and make decisions for the Company
accordingly;

the balance of power and authority is ensured by the operations of the Board which
comprises experienced and high caliber individuals who meet regularly to discuss
issues affecting the operations of the Company; and

the overall strategic and other key business, financial, and operational policies of the
Company are made collectively after thorough discussion at both Board and senior
management levels. The Board will continue to review the effectiveness of the
corporate governance structure of the Company to assess whether separation of the
roles of the chairman of the Board and the chief executive officer of the Company
is necessary.

Save as disclosed above, the Company has complied with all the code provisions of the

Corporate Governance Code set out in Appendix C1 to the Listing Rules.
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OVERVIEW

Upon the completion of the [REDACTED] (assuming that the [REDACTED] is not
exercised), Mr. Zhu, our chairman and executive Director, will be interested in and control an
aggregate of approximately [REDACTED] of our enlarged issued share capital. Next Bloks,
which owns [REDACTED] of our enlarged issued share capital, is owned as to 99% by Wit
Bright Limited under the Wise Global Trust and as to 1% by Playcreation Holding Limited.
Playcreation Holding Limited is wholly-owned by Mr. Zhu. The Wise Global Trust is a
discretionary trust established by Mr. Zhu (as the settlor) for the benefit of Mr. Zhu and his
family members. In addition, Smart Bloks, which owns [REDACTED] of our enlarged issued
share capital, is wholly-owned by Mr. Zhu. Therefore, Mr. Zhu will control the exercise of the
voting rights of the Shares held by Next Bloks and Smart Bloks in our Company.

Mr. Zhu, Next Bloks, Smart Bloks, Wit Bright Limited and Playcreation Holding Limited
will be the Controlling Shareholders of our Company after [REDACTED].

DISCLOSURE UNDER RULE 8.10 OF THE LISTING RULES

Each of our Controlling Shareholders confirms that, as of the Latest Practicable Date, he
or it did not have any interest in a business, apart from the business of our Group, which
competes or is likely to compete, directly or indirectly, with our business that would require
disclosure under Rule 8.10 of the Listing Rules.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Having considered the following factors, our Directors are satisfied that we are capable
of carrying on our business independently from our Controlling Shareholders and their close
associates after the [REDACTED].

Management Independence

Our business is managed and conducted by our Board and senior management. Upon
[REDACTED], our Board will consist of seven Directors comprising two executive Directors,
two non-executive Directors and three independent non-executive Directors. For more
information, see “Directors and Senior Management.” Notwithstanding that Mr. Zhu, our
executive Director, is also one of our Controlling Shareholders, our Directors are of the view
that our Company is capable of maintaining management independence due to the following

reasons:

(i) save for Mr. Zhu, our executive Directors and all our senior management members,
who does not hold any management position and/or directorship in our Controlling
Shareholders as of the Latest Practicable Date, are responsible for the day-to-day

management and operation of our Company;
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(ii)

(ii)

(iv)

v)

(vi)

each Director is aware of his or her fiduciary duties as a Director which require,
among other things, that he or she acts for the benefit and in the interest of our
Company and does not allow any conflict between his/her duties as a Director and
his/her personal interests;

we have three independent non-executive Directors and certain matters of our
Company must always be referred to the independent non-executive Directors for

review;

in the event that there is a potential conflict of interest arising out of any transaction
to be entered into between our Group and our Directors or their respective close
associates, the interested Director(s) is/are required to declare the nature of such
interest before voting at the relevant Board meetings of our Company in respect of
such transactions;

our Board has a balanced composition of executive Directors, non-executive
Directors and independent non-executive Directors which ensures the independence
of the Board in making decisions affecting our Company. Specifically: (a) our
independent non-executive Directors are not associated with the members of the
Controlling Shareholders or their respective associates; (b) our independent
non-executive Directors account for no less than one-third of the Board; and (c¢) our
independent non-executive Directors individually and collectively possess the
requisite knowledge and experience, and all of them have experience as independent
directors of listed companies and will be able to provide professional and
experienced advice to our Company. In conclusion, the Directors believe that our
independent non-executive Directors are able to bring impartial and sound judgment
to the decision-making process of our Board and protect the interest of our Company
and our Shareholders as a whole; and

we have adopted a series of corporate governance measures to manage conflicts of
interest, if any, between our Group and our Controlling Shareholders which would
support our independent management. See “— Corporate Governance Measures” in
this section for further information.

Based on the above, our Directors are satisfied that they are able to perform their

managerial roles in our Company independently, and our Directors are of the view that we are

capable of managing our business independently from the Controlling Shareholders after the
[REDACTED].
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Operational Independence

We have full rights to make business decisions and to carry out our business
independently from our Controlling Shareholders and their respective close associates. On the
basis of the following reasons, our Directors consider that our Company will continue to be
operationally independent from our Controlling Shareholders and their respective close
associates after the [REDACTED]:

(i) we have sufficient capital, facilities, equipment and employees to operate our

business independently from our Controlling Shareholders;

(i1)) we have independent access to our customers and suppliers;

(ii1) we have our own administrative and corporate governance infrastructure, including
our own accounting, legal and human resources departments; and

(iv) none of our Controlling Shareholders or their respective associates have any
interests in any business which competes or is likely to compete with the business
of our Group.

Based on the above, our Directors believe that we are able to operate independently from
our Controlling Shareholders.

Financial Independence

We have independent internal control and accounting systems. We also have an
independent finance department responsible for discharging the financial management,
accounting, reporting, funding and treasury function. We are capable of obtaining financing
from third parties, if necessary, without reliance on our Controlling Shareholders and their
respective close associates.

As of the Latest Practicable Date, we did not have any outstanding loans granted or
guaranteed by any of our Controlling Shareholders or their respective close associates to us.

Based on the above, our Directors are of the view that we are capable of carrying on our
business independently from, and do not place undue reliance on, our Controlling Shareholders
and their respective close associates after the [REDACTED].

CORPORATE GOVERNANCE MEASURES

Our Company and Directors recognize the importance of protecting the rights and
interests of all Shareholders, including the rights and interests of our minority Shareholders.
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We have adopted the following measures to ensure good corporate governance standards

and to avoid potential conflicts of interest between our Group and our Controlling
Shareholders:

(1)

(ii)

(ii)

(iv)

v)

(vi)

(vii)

(viii)

where a Shareholders’ meeting is to be held for considering proposed transactions
in which our Controlling Shareholders or any of their respective associates have a
material interest, the relevant Controlling Shareholders or associates will not vote
on the relevant resolutions;

our Company has established internal control mechanisms to identify connected
transactions. Upon the [REDACTED], if our Company enters into connected
transactions with our Controlling Shareholders or any of their associates, our
Company will comply with the applicable Listing Rules;

the independent non-executive Directors will review, on an annual basis, whether
there are any conflicts of interests between the Group and our Controlling
Shareholders and provide impartial and professional advice to protect the interests
of our minority Shareholders;

our Controlling Shareholders will undertake to provide all information necessary,
including all relevant financial, operational and market information and any other
necessary information as required by the independent non-executive Directors for
the purpose of their annual review;

our Company will disclose decisions on matters reviewed by the independent
non-executive Directors either in its annual reports or by way of announcements as
required by the Listing Rules;

where our Directors reasonably request the advice of independent professionals,
such as financial advisors, the appointment of such independent professionals will
be made at our Company’s expense;

we have appointed Gram Capital Limited as our Compliance Adviser to provide
advice and guidance to us in respect of compliance with the applicable laws and
regulations, as well as the Listing Rules, including various requirements relating to
corporate governance; and

we have established our Audit Committee, Nomination Committee and
Remuneration Committee with written terms of reference in compliance with the
Listing Rules and the Corporate Governance Code in Appendix C1 to the Listing
Rules.

Based on the above, our Directors are satisfied that sufficient corporate governance

measures have been put in place to manage conflicts of interest that may arise between our

Group and our Controlling Shareholders, and to protect our minority Shareholders’ interests
after the [REDACTED].
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The following is a description of the authorized and issued share capital of the Company

in issue and to be issued as fully paid or credited as fully paid immediately before and
following completion of the [REDACTED] (assuming that the [REDACTED] is not

exercised):

1. Share capital as of the date of this document

Aggregate
Number Description Par Value
(US3)
Authorized share capital:
425,724,240 Ordinary Shares of nominal or par value of 42,572.424
US$0.0001 each
35,192,300 Series Angel Preferred Shares of nominal or par 3,519.23
value of US$0.0001 each
13,161,290 Series Pre-A Preferred Shares of nominal or par 1,316.129
value of US$0.0001 each
25,922,170 Series A Preferred Shares of nominal or par value 2,592.217
of US$0.0001 each
500,000,000 Total 50,000
Issued share capital:
148,844,005 Ordinary Shares of nominal or par value of 14,884.4005
US$0.0001 each
35,192,300 Series Angel Preferred Shares of nominal or par 3,519.23
value of US$0.0001 each
13,161,290 Series Pre-A Preferred Shares of nominal or par 1,316.129
value of US$0.0001 each
20,154,350 Series A Preferred Shares of nominal or par value 2,015.435
of US$0.0001 each
217,351,945 Total 21,735.1945
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2. Share capital immediately after the completion of the [REDACTED]

Aggregate
Number Description par value
(USS)

Authorized share capital:

500,000,000 Ordinary Shares of nominal or par value of 50,000

US$0.0001 each

500,000,000 Total 50,000
Issued share capital:

217,351,945 Ordinary Shares in issue immediately before the 21,735.1945

[REDACTED] of nominal or par value of
US$0.0001 each

[REDACTED] Ordinary Shares of US$0.0001 each to be issued [REDACTED]
pursuant to the [REDACTED] (assuming the
[REDACTED] is not exercised)

[REDACTED] Total [REDACTED]

ASSUMPTIONS

The above table assumes the [REDACTED] becomes unconditional and the issue of
Shares pursuant to the [REDACTED] is made as described herein. It does not take into account
of any Shares which may be issued upon the exercise of the [REDACTED] or any Shares
which may be allotted and issued or repurchased by the Company under the general mandates
for the allotment and issue or repurchase of Shares granted to the Directors as described below.

RANKING
The [REDACTED] will rank pari passu in all respects with all Shares in issue or to be
issued as mentioned in this document, and will qualify and rank equally for all dividends or

other distributions declared, made or paid on the Shares on a record date which falls after the
date of this document.
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CIRCUMSTANCES UNDER WHICH GENERAL MEETINGS ARE REQUIRED

Pursuant to the Cayman Companies Act and the terms of the Memorandum and Articles
of Association, the Company may from time to time by ordinary resolution of Shareholders (i)
increase its share capital; (ii) consolidate and divide its share capital into Shares of larger
amount; (iii) divide its Shares into several classes; and (iv) cancel any Shares which have not
been taken or agreed to be taken. In addition, the Company may, subject to the provisions of
the Cayman Companies Act, reduce its share capital or capital redemption reserve by its
Shareholders passing a special resolution. See “Appendix III — Summary of the Constitution
of the Company and Cayman Islands Company Law”.

THE SHARE INCENTIVE SCHEME

We adopted the Share Incentive Scheme on January 12, 2023 and amended and restated
on March 29, 2024. See the section headed “Appendix IV — Statutory and General Information
— E. The Share Incentive Scheme” in this document for further details.

GENERAL MANDATES TO ALLOT AND ISSUE SHARES

Subject to the [REDACTED] becoming unconditional, the Directors have been granted
a general unconditional mandate to allot, issue and deal with Shares with the total nominal

value of not more than the sum of:

(a) [REDACTED] of the total number of Shares in issue immediately following
completion of the [REDACTED] (excluding any treasury shares); and

(b) the total number of Shares repurchased by the Company (if any) pursuant to the
general mandate to repurchase Shares granted to the Directors referred below.

The allotment and issue of Shares under a rights issue, scrip dividend scheme or similar
arrangement in accordance with the Memorandum and Articles of Association, or under the
[REDACTED], do not generally require the approval of the Shareholders in general meeting
and the total number of Shares which the Directors are authorized to allot and issue under this
mandate will not be reduced by the allotment and issue of such Shares.

This general mandate will expire at the earliest of:

. the conclusion of the Company’s next annual general meeting;

. the expiration of the period within which the Company is required by law or the
Memorandum and Articles of Association to hold our next annual general meeting;

or

. when varied, revoked or renewed by an ordinary resolution of the Shareholders in

general meeting.
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For further details of these general mandates, see “Appendix IV — Statutory and General
Information — A. Further Information about the Company — 3. Resolutions in Writing of the
Shareholders of the Company Passed on [®], 2024”.

GENERAL MANDATES TO REPURCHASE SHARES

Subject to the [REDACTED] becoming unconditional, the Directors have been granted
a general unconditional mandate to exercise all the powers of the Company to repurchase
Shares with a total nominal value of not more than [REDACTED] of the total number of
Shares of the Company in issue immediately following the completion of the [REDACTED]

(excluding any treasury shares).

This mandate only relates to repurchases made on the Stock Exchange, or on any other
stock exchange on which the Shares are [REDACTED] (and which is recognized by the SFC
and the Stock Exchange for this purpose), and which are in accordance with all applicable laws
and the requirements of the Listing Rules. A summary of the relevant Listing Rules is set out
in “Appendix IV — Statutory and General Information — A. Further Information about the
Company — 5. Repurchase of Our Own Securities” to this document.

The general mandate to issue and repurchase Shares will expire:

. at the conclusion of the next annual general meeting of the Company;

. at the expiration of the period within which the next annual general meeting of the
Company is required by any applicable law of the Cayman Islands or the Articles to

be held; or

. when varied, revoked or renewed by an ordinary resolution of the Shareholders in
general meeting,

whichever is the earliest.

Any reference to an allotment, issue, grant, offer or disposal of Shares shall include the
sale or transfer of treasury shares in the capital of the Company (including to satisfy any
obligation upon the conversion or exercise of any convertible securities, options, warrants or
similar rights to subscribe for Shares) to the extent permitted by, and subject to the provisions
of the Listing Rules and applicable laws and regulations.
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So far as is known to the Directors as at the Latest Practicable Date, immediately
following the completion of the [REDACTED] (assuming the [REDACTED] is not
exercised), each of following persons will have an interest and/or short position (as applicable)
in the Shares or underlying Shares which would fall to be disclosed to the Company and the
Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or will be,
directly or indirectly, interested in 10% or more of the Shares, once the Shares are
[REDACTED] on the Stock Exchange:

Approximate
Percentage of
Shareholding in the
Total Issued Share
Capital Immediately
following the
Completion of the

[REDACTED]
(Assuming the
Number of Shares [REDACTED]
Name of Shareholder Nature of Interest Held or Interested is not Exercised)
(%)
Mr. Zhu Weisong” ... .. .. Settlor of a discretionary trust 110,639,460 [REDACTED]
Interest in controlled corporation 8,805,846 [REDACTED]
Wit Bright Limited” . . . . . . . Interest in controlled corporation 110,639,460 [REDACTED]
Next Bloks” ... .. ... ... Beneficial owner 110,639,460 [REDACTED]
Smart Bloks” . . . ... ... .. Beneficial owner 8,803,846 [REDACTED]
Trident Trust Company (HK) Trustee 110,639,460 [REDACTED]
Limited " . . ... ... 21,321,255 [REDACTED]
First Prosperity® . . .. ... .. Beneficial owner 21,321,255 [REDACTED]
Suzhou Junjunde®™ . .. ... .. Interest in controlled corporation 14,601,680 [REDACTED]
Beijing Junlian® . ... ... .. Interest in controlled corporation 14,601,680 [REDACTED]
Legend Capital® . ... ... .. Interest in controlled corporation 14,601,680 [REDACTED]
Juncheng Hezhong™ . . . .. .. Interest in controlled corporation 14,601,680 [REDACTED]
Jungi Jiarui® . ... Interest in controlled corporation 14,601,680 [REDACTED)]
Tianjin Huizhi No.1 Business  Interest in controlled corporation 14,601,680 [REDACTED]
Management Consulting
Partnership (Limited
Partnership)®. . . ... .. ..
Tianjin Junlian Jieyou Business Interest in controlled corporation 14,601,680 [REDACTED)]
Management Consulting
Partnership (Limited
Partnership)®. . .. ... ...
Mr. Chen Hao®. . ... ... .. Interest in controlled corporation 14,601,680 [REDACTED]
Mr. Zhu Linan® . ... ... .. Interest in controlled corporation 14,601,680 [REDACTED]
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Approximate
Percentage of
Shareholding in the
Total Issued Share
Capital Immediately
following the
Completion of the

[REDACTED]
(Assuming the
Number of Shares [REDACTED]
Name of Shareholder Nature of Interest Held or Interested is not Exercised)
(%)
Idea Great® . . . ... ... ... Beneficial owner 14,601,680 [REDACTED]
All Direct Holdings Interest in controlled corporation 12,258,535 [REDACTED)]
Limited® . ... ... ... ..
Hainan Yuanke® . ... ... .. Interest in controlled corporation 12,258,535 [REDACTED]
Nanjing Yuanxin® . .. ... .. Interest in controlled corporation 12,258,535 [REDACTED)]
Nanjing Yuankai® .. ... ... Interest in controlled corporation 12,258,535 [REDACTED]
Nanjing Yuanju® ... .. ... Interest in controlled corporation 12,258,535 [REDACTED]
Hangzhou Yigian™® ... .. .. Interest in controlled corporation 12,258,535 [REDACTED)]
Suzhou Yuanming® .. ... .. Interest in controlled corporation 12,258,535 [REDACTED)]
Nanjing Yuanling® . ... ... Interest in controlled corporation 12,258,535 [REDACTED]
Nanjing Yuanheng® . .. .. .. Interest in controlled corporation 12,258,535 [REDACTED]
Beijing Yuanwei® ... ... .. Interest in controlled corporation 12,258,535 [REDACTED)]
Beijing Yuanxin® ... ... .. Interest in controlled corporation 12,258,535 [REDACTED)]
Suzhou Yuangi® ... ... ... Interest in controlled corporation 12,258,535 [REDACTED]
Ningbo Yuanzhang® . . . .. .. Interest in controlled corporation 12,258,535 [REDACTED]
Xizang Yuanding® . .. ... .. Interest in controlled corporation 12,258,535 [REDACTED)]
Lhasa Yuanchi® . ... ... .. Interest in controlled corporation 12,258,535 [REDACTED]
Hangzhou Yuanwei® . ... .. Interest in controlled corporation 12,258,535 [REDACTED]
Mr. Charlie Cao™ ... ... .. Interest in controlled corporation 12,258,535 [REDACTED]
BlueCo™ ... .......... Beneficial owner 12,258,535 [REDACTED]
Notes:

(1)  As at the Latest Practicable Date, Next Bloks directly holds [110,639,460] Shares in our Company and is
owned [99]% by Wit Bright Limited under the Wise Global Trust and 1% by Playcreation Holding Limited,
and Smart Bloks holds [8,805,846] Shares in our Company and is wholly owned by Mr. Zhu. The Wise Global
Trust is a discretionary trust established by Mr. Zhu as the settlor on June 16, 2022, for the benefit of Mr. Zhu
and his family members with Trident Trust Company (HK) Limited as the trustee. Trident Trust Company (HK)
Limited holds the entire share capital of Wit Bright Limited. As such, by virtue of the SFO, the deemed interest
of Mr. Zhu consists of (i) [110,639,460] Shares in our Company held by Next Bloks , and (ii) [8,805,846]
Shares in our Company held by Smart Bloks. Trident Trust Company (HK) Limited is deemed to have interest

in [110,639,460] Shares held by Next Bloks in our Company.
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©))

3)

“

First Prosperity is a platform holding the underlying incentive Shares under the Share Incentive Scheme. As
at the Latest Practicable Date, First Prosperity is legally owned by Trident Trust Company (HK) Limited as
trustee of the Bloks First Trust, which was established by the Company as the settlor for the purpose of the
Share Incentive Scheme. As such, Trident Trust Company (HK) Limited is deemed to be interested in the
[21,321,255] Shares held by First Prosperity. See “Appendix IV — Statutory and General Information —
E. The Share Incentive Scheme” in this document for further details.

As at the Latest Practicable Date, Idea Great is owned 56.05% by Suzhou Junjunde and 43.95% by Beijing
Junlian. Both Suzhou Junjunde and Beijing Junlian are controlled by their general partner Lhasa Junqi
Enterprise Management Co., Ltd. ($i i F #i4 2EE A PR A A), a wholly owned subsidiary of Legend Capital,
which is in turn owned as to 80.00% by Juncheng Hezhong. The general partner of Juncheng Hezhong is
Beijing Jungi Jiarui Enterprise Management Co., Ltd. (It H#EELEEHA WA, “Jungi Jiarui”), a
company owned as to 40.00% by Mr. Chen Hao (Pfif). Juncheng Hezhong is also owned as to 58.12% by
Tianjin Huizhi No.l Business Management Consulting Partnership (Limited Partnership) (JiEIER 9813
EMEH A B AECERAR)), which is in turn owned as to 34.68% by Mr. Zhu Linan (%32F9), and as to
41.87% by Tianjin Junlian Jieyou Business Management Consulting Partnership (Limited Partnership)
(KRB WG B A B A ECERR A %)), which is in turn owned 33.36% by Mr. Chen Hao. Beijing
Junlian is also owned as to 35.71% by National Council for Social Security Fund of People’s Republic of China
(B L Er PR L 4. As such, by virtue of the SFO, each of Suzhou Junjunde, Beijing Junlian, Legend
Capital, Juncheng Hezhong, Junqi Jiarui, Tianjin Huizhi No.l Business Management Consulting Partnership
(Limited Partnership), Tianjin Junlian Jieyou Business Management Consulting Partnership (Limited
Partnership), Mr. Chen Hao, Mr. Zhu Linan and National Council for Social Security Fund of People’s
Republic of China is deemed to be interested in the Shares held by Idea Great.

As at the Latest Practicable Date, BlueCo is managed by its general partner All Direct Holdings Limited, which
is wholly owned by Mr. Charlie Cao. BlueCo is wholly owned by Hainan Yuanke, which is managed by its
general partner Nanjing Yuanxin Management Consulting Co., Ltd. (B RSB MGG RA R “Nanjing
Yuanxin”), which is wholly owned by Nanjing Yuanju Technology Co., Ltd. (FdRMERHEA RA T,
“Nanjing Yuanju”) through Nanjing Yuankai Management Consulting Group Co., Ltd (F§ 50 Il M FE#4E
Ff PR/ 7], “Nanjing Yuankai”), and Nanjing Yuanju is owned [82.18]% by Hangzhou Yigian Enterprise
Management Consulting Co., Ltd. (FuJHEaliedb 268 P57 A B2 7, “Hangzhou Yigian™), a company wholly
owned by Mr. Charlie Cao. Hainan Yuanke is also owned [67.97] % by Suzhou Yuanming and [31.99]% by
Suzhou Yuangi. Suzhou Yuanming is owned [44.44]% by Nanjing Yuanling Equity Investment Partnership
Enterprise (Limited Partnership)(# 5 FAEIRIEIR & & (A R &%), “Nanjing Yuanling”) and [39.43]1%
by Beijing Yuanwei Equity Investment Partnership Enterprise (Limited Partnership) (JUI IR & B & &%
EEMWAEY), “Beijing Yuanwei”). Nanjing Yuanheng Equity Investment Management Partnership
Enterprise (Limited Partnership) (FfutVRIEBEREEHEABAECERAY), “Nanjing Yuanheng”) owns
[69.97]% of Nanjing Yuanling’s equity interests and [79.00]% of Beijing Yuanwei’s equity interests. Nanjing
Yuanxin is the general partner of both Nanjing Yuanling and Nanjing Yuanheng. Beijing Yuanxin Investment
Management Co., Ltd. (JLHTE SR EEHA R/ T “Beijing Yuanxin”) is the general partner of Beijing
Yuanwei, and is owned [72.68]% by Mr. Charlie Cao through its sole shareholder Lhasa Yuanchi Investment
Management Co., Ltd ($i7 & 55l 1% & & FUA LA H], “Lhasa Yuanchi”). Suzhou Yuanqi is managed by Ningbo
Yuanzhang Investment Management Partnership Enterprise (Limited Partnership) (3R R EEH A B M
(ABEA%), “Ningbo Yuanzhang”), who is managed by its general partner Hangzhou Yuanwei Management
Consulting Co., Ltd. (WU FEAE L FE 7077 FR/A 7, “Hangzhou Yuanwei”), which is wholly owned by Nanjing
Yuankai. Ningbo Yuanzhang is owned [85.35%]% by Xizang Yuanding Enterprise Management Co., Ltd (7§
HER A A A BR/A ], “Xizang Yuanding”), which is wholly owned by Nanjing Yuankai. As such, by
virtue of the SFO, each of All Direct Holdings Limited, Hainan Yuanke, Nanjing Yuanxin, Nanjing Yuankai,
Nanjing Yuanju, Hangzhou Yigian, Suzhou Yuanming, Nanjing Yuanling, Nanjing Yuanheng, Beijing Yuanwei,
Beijing Yuanxin, Suzhou Yuanqi, Ningbo Yaunzhang, Xizang Yuanding, Lhasa Yuanchi, Hangzhou Yuanwei
and Mr. Charlie Cao is deemed to be interested in the Shares held by BlueCo.

Save as disclosed above, the Directors are not aware of any person who will, immediately

following the completion of the [REDACTED] (assuming the [REDACTED] is not

exercised), have an interest or short position in the Shares or underlying shares of the Company

which would be required to be disclosed to the Company and the Stock Exchange under
Divisions 2 and 3 of Part XV of the SFO or will, directly or indirectly, be interested in 10%
or more of the nominal value of any class of share capital carrying rights to vote in all

circumstances at any general meeting of the Company.
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The following discussion and analysis of our financial condition and results of
operations should be read in conjunction with our consolidated financial statements and
the related notes included in the Accountants’ Report in Appendix I to this document. Our
consolidated financial statements have been prepared in accordance with IFRS.

The following discussion and analysis contain forward-looking statements that
involve risks and uncertainties. These statements are based on assumptions and analysis
made by us in light of our experience and perception of historical trends, current
conditions and expected future developments, as well as other factors we believe are
appropriate under the circumstances. You should not place undue reliance on any such
statements. Our actual future results and timing of selected events could differ materially
from those anticipated in these forward-looking statements as a result of various factors,
including those set forth under “Risk Factors,” “Forward-Looking Statements” and

elsewhere in this document.

For the purpose of this section, unless the context otherwise requires, reference to
the years of 2021, 2022 and 2023 refer to the years ended December 31, 2021, 2022 and
2023, respectively.

OVERVIEW

We are a leader of assembly character toys in China. Leveraging our portfolio of more
than 500 patents, in-house IP development capability and cooperative relationships with
approximately 50 renowned non-exclusive IP franchises, we are dedicated to providing
consumers with a wide range of quality-for-money assembly character toys and have achieved
rapid growth. Our assembly character toys recreate the essence of IP characters. Through the
combination of our product strength and supply chain capabilities, we are able to maintain cost
advantages and continuously expand product categories. We have established a multi-channel
sales network in China with a comprehensive and extensive consumer reach. We pivoted to
offline sales channel with a focus on distributors as we began to offer assembly character toys
in 2022. According to Frost & Sullivan, we are China’s largest and leading player in the
assembly character toy segment with a GMV of approximately RMB1.8 billion in 2023. We are
also a fast-growing toy company with a GMV growth of over 170% in 2023.

We achieved significant growth during the Track Record Period. We recorded revenue of
RMB329.8 million, RMB325.6 million, RMB&876.7 million and RMB1,046.2 million in 2021,
2022 and 2023 and the six months ended June 30, 2024, respectively, with a CAGR of 63.0%
from 2021 to 2023 and a period-over-period growth of 237.6% in the six months ended June
30, 2024. We recorded gross profit of RMB123.4 million, RMB123.4 million, RMB414.9
million and RMB553.7 million in 2021, 2022 and 2023 and the six months ended June 30,
2024, respectively, with a CAGR of 83.4% from 2021 to 2023 and a period-over-period growth
of 306.5% in the six months ended June 30, 2024. Our gross margin continued to grow during
the Track Record Period, from 37.4% in 2021 to 37.9% in 2022 and further to 47.3% in 2023
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and 52.9% in the six months ended June 30, 2024. In the six months ended June 30, 2024, we
recorded adjusted profit for the period (a non-IFRS measure) of RMB292.2 million,
representing an increase of 300.9% from the year ended December 31, 2023.

SIGNIFICANT FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our business, results of operations and financial condition are affected by a number of
general factors influencing the overall global toy market. These factors include macro-
economic trends, industry development and competitive landscape in the market. Any adverse

development can have a negative impact on our results of operations.

In addition to these general factors, our results of operations are affected by the following

specific factors:

Global Consumers’ Demand for Assembly Character Toys

Our results of operations have been and are expected to be affected by the global
consumers’ demand for assembly character toys. We began to offer assembly character toys in
January 2022, which have since gained wide-spread popularity and driven our rapid revenue
growth. In 2023 and the six months ended June 30, 2024, we generated a substantial majority
of our revenue from sales of assembly character toys. In 2022 and 2023 and the six months
ended June 30, 2023 and 2024, our revenue from sales of assembly character toys was
RMBI117.7 million, RMB769.0 million, RMB241.4 million and RMBI1,023.1 million,
accounting for 36.1%, 87.7%, 77.9% and 97.8% of our total revenue, respectively. The growth
rate of our revenue from sales of assembly character toys was 553.5% from 2022 to 2023 and
323.8% from the six months ended June 30, 2023 to the six months ended June 30, 2024.

Assembly character toy is the fastest growing segment in the global and China’s toy
market and enjoys significant growth potential. Global consumers have a strong demand for
toys that combine assembling experience, consistent quality and great value-for-money.
Assembly character toys that recreate the IP characters and simulate their poses can meet the
consumers’ needs. On the supply side, a standardized assembling system helps bring global
consumers a large variety of products with consistent quality and great value-for-money.
Furthermore, proprietors of renowned IPs increasingly favor assembly character toys to
efficiently commercialize numerous IPs. These factors together are expected to propel the
long-term growth of the assembly character toy segment.

According to Frost & Sullivan, the size of the global and China’s character toy market in
terms of GMV was RMB345.8 billion and RMB40.3 billion in 2023, and is expected to grow
at a CAGR of 9.3% and 17.7% to reach RMB540.7 billion and RMB91.1 billion in 2028,
respectively. As a subset, the size of the global and China’s assembly character toy segment in
terms of GMV was RMB27.8 billion and RMB5.8 billion in 2023, and is expected to grow at
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a CAGR of 29.0% and 41.3% to reach RMB99.6 billion and RMB32.5 billion in 2028,
respectively. The penetration rate of global and China’s assembly character toy segment in the
character toy market is expected to increase from 8.0% and 14.3% in 2023 to 18.4% and 35.6%
in 2028, respectively.

As a leader in the global assembly character toy market, we believe we have the
capabilities in continuously adapting to changing market trends and meeting the evolving
consumer needs by further building up differentiated competitive strengths, broadening our 1P
portfolio and expanding our product offering. We have achieved rapid growth in the past, and
we believe we are capable of grasping the significant growth opportunities in the future.

Product Iterations and Launches

The development of an optimal product offering is essential to our success. We
strategically diversified our product offering to include assembly character toys in 2022 as we
saw enormous growth potential in the demand for and profitability in this product category.
Through our Bloks System that combines standardization and individuality elements, together
with our rich IP portfolio, we have quickly built an extensive matrix-style product offering with
continuous iterations, which enabled us to achieve rapid revenue growth during the Track
Record Period.

Our growing IP portfolio is crucial to the expansion of our product offering. We have built
a rich IP portfolio based on our self-developed IPs and licensed IPs, and continuously
optimized and accumulated our capabilities in IP commercialization and management.
Leveraging our successful products and leading IP commercialization capabilities, we have
become a preferred partner of various proprietors of renowned IPs. As of the Latest Practicable
Date, we had two self-developed IPs and approximately 50 renowned licensed IPs. Based on
our rich IP portfolio, we have established an extensive product offering that covers wide
demographics and price segments. As of June 30, 2024, we had a total of 431 SKUs available
for sale, designed to attract consumers under the age of six, between the ages of six and 16,
and those over the age of 16, with suggested retail prices of mainstream products ranging from
RMB19.9 to RMB399. Our extensive and growing product offering not only facilitated us in
achieving rapid revenue growth, but also improved our profitability as we scaled up. During
the Track Record Period, as assembly character toys with a high-degree of standardization
carry a higher gross profit margin as compared to that of our brick-based toys, their growing
revenue contribution had a positive impact on our profitability.

We intend to continuously enrich our IP portfolio to meet the diverse needs of consumers
and fans, and to further expand our product offering to cover wider consumer groups and price
ranges. We believe our ability to efficiently and successfully launch high-quality new products

is crucial for our revenue growth and profitability in the future.
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Expansion of Sales Network

We have established a multi-channel sales network, which consists of (i) offline sales
channels, including distributors and consignment sales, and (ii) online sales channels,

including various mainstream e-commerce platforms.

As of December 31, 2021, 2022 and 2023 and June 30, 2024, we had 225, 354, 415 and
511 distributors. In 2021, 2022, 2023 and the six months ended June 30, 2024, our offline
distribution sales amounted to RMB112.8 million, RMB157.0 million, RMB732.7 million and
RMB957.9 million, accounting for 34.2%, 48.2%, 83.6% and 91.6% of our total revenue for
the respective periods. As of June 30, 2024, we had more than 450 offline distributors in China.
As of June 30, 2024, we had also entered various overseas markets including the United States,

Southeast Asia and Europe.

We also sell our products offline through consignment sales. In 2021, 2022 and 2023 and
the six months ended June 30, 2024, revenue from offline consignment sales was RMB37.9
million, RMB32.9 million, RMB36.4 million and RMB13.6 million, accounting for 11.5%,
10.1%, 4.1% and 1.3% of our total revenue in the respective periods.

We have established our online channels, primarily through (i) the opening of flagship
stores on Tmall, JD.com, Douyin, Pinduoduo and other e-commerce platforms in China, and
(ii) our Weixin mini program Bloks Club. To a much lesser extent, we also sell our products
to certain e-commerce platforms on arrangements either similar to those for offline
consignment sales partners, or those for offline distributors. In 2021, 2022 and 2023 and the
six months ended June 30, 2024, our revenue from online sale channels was RMB171.0
million, RMB134.4 million, RMB106.2 million and RMB74.6 million, respectively,
accounting for 51.8%, 41.3%, 12.1% and 7.1% of our total revenue for the respective periods.

Going forward, we plan to continue to grow our network of offline retail outlets, with a
focus on strengthening our presence in the lower-tier markets in China and establishing
cooperation with more overseas channel partners. In addition, we plan to further develop our
DTC online and offline channels.

Ability to Control Cost of Sales

Cost of goods sold is the major component of our cost of sales, accounting for
approximately 85.8%, 87.7%, 93.3% and 94.3% of our cost of sales for 2021, 2022 and 2023
and the six months ended June 30, 2024, respectively.

Our ability to control our cost of goods sold is crucial in maintaining a desirable
profitability. We have established long-term category exclusive collaboration with industry-
leading third-party partner factories. By collaborating with our partner factories, we have

created a specialized factory network for assembly character toys by integrating our know-how
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in assembly character toy production and various patents to curate proprietary production
techniques and customized equipment, which is crucial for our profitability. In addition, our
gross profit margin experienced a notable increase as we expanded our business significantly
during the Track Record Period.

In 2021, 2022 and 2023 and the six months ended June 30, 2024, our cost of sales was
RMB206.4 million, RMB202.2 million, RMB461.8 million and RMB492.5 million,
respectively, while our gross profit margin for the respective periods was 37.4%, 37.9%, 47.3%
and 52.9%.

We believe that as our business scales, we will increasingly benefit from the economies
of scale. We intend to continue optimizing production techniques, automation technologies and
production resources to further improve our ability to control cost of sales.

The Effectiveness of Marketing Efforts

The effectiveness of our marketing efforts is crucial to our results of operations and our
profitability. We reach and maintain a large base of consumers, fans and BFCs through a
content-driven online marketing strategy, facilitating effective product launches and

promotion.

In 2021, 2022 and 2023 and the six months ended June 30, 2024, our selling and
distribution expenses was RMB388.6 million, RMB232.9 million, RMB189.3 million and
RMB120.8 million, accounting for 117.9%, 71.5%, 21.6% and 11.5% of our total revenue in
the respective periods. The significant decrease in selling and distribution expenses as a
percentage of our total revenue was primarily attributable to the economies of scale from our
rapid growth and the fact that assembly character toys were gradually becoming our major
products. Our assembly character toys are naturally suitable for content-driven marketing due
to the consumer connection from the assembling process, and the fact that IP characters are
closely associated with rich contents that can be widely disseminated. As such, we were able
to pivot to a highly-effective content-driven marketing strategy to promote our assembly
character toys during the Track Record Period and significantly reduce our expenditure on
branding and promotional advertisement. Our marketing and promotion expenses within the
selling and distribution expenses as a percentage of our total revenue decreased from 82.6% in
2021 to 8.4% in 2023, and further to 4.6% in the six months ended June 30, 2024.

As our business continues to grow, we plan to devote more marketing resources to deepen
consumer awareness of our brand and products and to continuously promote our products
efficiently. However, we do not expect our selling and distribution expenses to increase
significantly as a percentage of our total revenue in the short term.
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BASIS OF PREPARATION

Our financial information during the Track Record Period has been prepared in
accordance with IFRSs, which comprise all standards and interpretations approved by the
International Accounting Standards Board. All IFRSs effective for the accounting period
commencing from January 1, 2024 including relevant transitional provisions, have been early
adopted by us in the preparation of our historical financial information throughout the Track
Record Period.

Our financial information during the Track Record Period has been prepared under the
historical cost convention, except for financial assets at fair value through profit or loss and
convertible redeemable preferred shares, which have been measured at fair value.

See note 2.2 to “Appendix I — Accountants’ Report.”

MATERIAL ACCOUNTING POLICIES AND ESTIMATES

Note 2.4 to “Appendix I — Accountants’ Report” to this document sets forth certain
material accounting policy information, which are important for understanding our financial
conditions and results of operations.

Some of our accounting policies require us to apply estimates and assumptions as well as
complex judgments relating to accounting items. The estimates and assumptions we use and the
judgments we make in applying our accounting policies have a significant impact on our
financial position and results of operations. Our management continually evaluates such
estimates, assumptions, and judgments based on past experiences and other factors, including
industry practices and expectations of future events that are believed to be reasonable under the
circumstances. There has not been any material deviation between our management’s estimates
or assumptions and actual results, and we have not made any material changes to these
estimates or assumptions during the Track Record Period. We do not expect any material
changes in these estimates and assumptions in the foreseeable future. See note 3 to “Appendix

I — Accountants’ Report.”
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RESULTS OF OPERATIONS

Revenue . . ... ... . ...
Cost of sales. . . ... ... ..

Gross profit. . . . . . ... ..

Selling and distribution expenses . .
Research and development
eXPENSes . . ...
Administrative expenses. . . . . .
Other income, other gains and
losses, net. . . ... ... ..
Other expenses. . . . . . .. ..
Reversal of/(Provision for)
impairment losses on financial
assets, met. . ...
Finance costs . . . . .. .. ..
Fair value changes on convertible
redeemable preferred shares . . .

Loss before tax . . . .. . ...

Income tax expense. . . ...

Loss for the year/period . . . . .

Attributable to . . . . ... ..
Owners of the parent . . . . . . .
Non-controlling interests . . . . .

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)

972 1000% 325574 100.0% 876,686  100.0% 309,939  100.0% 1,046,203  100.0%
(206371)  (626)% (202,155)  (62.1)% (461,764)  (527)% (IT3.731)  (56.)% (492467)  (47.1)%
123401 374% 123419 319% 414922 413% 136208  43.9% 53736 529%
(388,6d6) (117.9)% (232885) (71.5% (189,280) (21.6)%  (86401)  (27.9)% (120,764)  (11.5)%
83,0160 (25.2%  (98444)  (30.)%  (94,657) (108)% (41953 (135)%  (76,016)  (1.3)%
(58287)  (17.1%  (51,002)  (157)% (49,2300  (5.00%  (22069)  (.1)% (403,946)  (38.6)%
9,507 29% 12416 38% 5,987 0.7% 2499 08% 3905 04%
(20938)  (6.3)% (17.89)  (5.5)% 095 (0.)% 20 00% (124 (0.1)%

669 0.2% 226 01%  (L100) — (0.1)% 389 (0.1)% (506)  (0.0)%
233 09% 15 05%  (1,64)  029% (1,323 (04)% 89 (0.1)%
(144200)  43.7% (191,031)  (87)% (274,132)  (31.3)% (188,611)  (60.9)% (157,033)  (15.1)%
(563834) (171.0)%  (456,771) (140.3)% (189,839) (21.)% (202,260) (65.3)% (202,756)  (19.4)%
56,981 173% 34006 105% (17642  (2.0% (528)  (O.0% (52135 (5.0)%
(506,853) (153.7)%  (422,705) (129.8)% (207481) (237)% (202,788) (65.4)% (254,891)  (24.4)%
(502,594) (1524)%  (419.886) (129.0)% (206,100) (23.5)% (201,866)  (65.1)% (257,89%4)  (24.7)%
@259 (1Y% 2819  (O8% - (138)  (0.2)% 922)  (03)% 3,003 0.3%
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NON-IFRS MEASURE

To supplement our consolidated financial statements that are presented in accordance
with IFRS, we also use adjusted profit/(loss) for the year/period (a non-IFRS measure) and
adjusted net margin (a non-IFRS measure), as additional financial measures, which are not
required by, or presented in accordance with IFRS. We believe that these non-IFRS measures
facilitate comparisons of operating performance from period to period by eliminating potential
impact of certain items. We believe that these measures provide useful information to investors
and others in understanding and evaluating our consolidated financial statements in the same
manner as they help our management. However, our presentation of adjusted profit/(loss) for
the year/period (a non-IFRS measure) and adjusted net margin (a non-IFRS measure) may not
be comparable to similar item measures presented by other companies. The use of these
non-IFRS measures has limitations as an analytical tool, and you should not consider them in
isolation from, or as substitute for analysis of, our consolidated financial statements or
financial condition as reported under IFRS. We define adjusted profit/(loss) for the year/period
(a non-IFRS measure) as profit/(loss) for the year/period adjusted for fair value changes on
convertible redeemable preferred shares (a non-cash item), [REDACTED] and share-based
compensations (a non-cash item). In particular, convertible redeemable preferred shares will be
reclassified from liabilities to equity as a result of the conversion of convertible redeemable
preferred shares into Ordinary Shares upon [REDACTED]. We define adjusted net margin (a
non-IFRS measure) as adjusted profit/(loss) for the year/period (a non-IFRS measure) as a
percentage of our total revenue.

Six Months Ended

Year Ended December 31, June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Loss for the year/period ... (506,853) (422,705) (207,481) (202,788) (254,891)
Add:
Fair value changes on
convertible redeemable
preferred shares ........ 144,201 191,031 274,132 188,611 157,033
[REDACTED] ........... [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Share-based compensations . . 6,863 6,337 6,231 3,071 374,670V
Adjusted profit/(loss) for
the year/period (a non-
IFRS measure) . ........ (355,789) (225,337) 72,882 (11,106) 292,167
Adjusted net margin
(a non-IFRS measure) ... (107.9)% (69.2) % 8.3% (3.6) % 27.9%

Note:
(1)  In April 2024, the Board granted share options to certain employees under the Share Incentive Scheme and the

vast majority of such share options were vested immediately after the grant. See note 32 to “Appendix I —
Accountants’ Report.”
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In the six months ended June 30, 2024, we recorded an adjusted profit for the period (a
non-IFRS measure) of RMB292.2 million and an adjusted net margin (a non-IFRS measure) of
27.9%, as compared with an adjusted loss for the period (a non-IFRS measure) of RMB11.1
million and a negative adjusted net margin (a non-IFRS measure) of 3.6% in the six months
ended June 30, 2023. This is primarily due to our successful strategic diversification of our
product offering to include assembly character toys. More specifically, we continued to scale
up our business and execute a content driven market strategy, which resulted in a gradual
increase in our gross profit margin and gradual decrease in our various operating expenses as
a percentage of our total revenue starting from 2022.

As the revenue contribution from assembly character toys that carry a higher gross profit
margin increased and our business scale grew, our gross profit margin grew from 43.9% in the
six months ended June 30, 2023 to 52.9% in the six months ended June 30, 2024. In particular,
the revenue contribution from assembly character toy sales increased from 77.9% in the six
months ended June 30, 2023 to 97.8% in the six months ended June 30, 2024, and the sales
volume of our assembly character toys grew significantly from 11.0 million units in the six
months ended June 30, 2023 to 56.2 million units in the six months ended June 30, 2024.

The successful execution of a content driven market strategy, coupled with our significant
revenue growth, resulted in a significant decrease in our selling and distribution expenses as
a percentage of our revenue starting from 2022. In particular, our selling and distribution
expenses as a percentage of our total revenue decreased from 27.9% in the six months ended
June 30, 2023 to 11.5% in the six months ended June 30, 2024.

The economies of scale also resulted in our research and development expenses as a
percentage of our total revenue decreased from 13.5% in the six months ended June 30, 2023
to 7.3% in the six months ended June 30, 2024.

PRINCIPAL COMPONENTS OF RESULTS OF OPERATIONS
Revenue
During the Track Record Period, we primarily generated revenue from sales of toys,

including assembly character toys and brick-based toys, as well as from other businesses to a
much lesser extent. Our revenue was recorded net of discount and rebate.
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By Business Nature

The table below sets forth the breakdown of our revenue by business nature for the

periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Toys
Assembly character toys. . . — — 17,673 36.1% 769,038  87.7% - 241429  779% 1,023,082  97.8%
Brick-based toys . . . . .. 321,663 97.5% 206,651  635% 106282 12.1% 68,075 22.0% 22965  22%
Sub-total. . . ... ... .. NL663  97.5% A4 99.6% 875320 99.8% 309,504 99.9% 1,046,047 100.0%
Others™ . .. ... ... .. 8,109 2.5% 1250 04% 1,366 0.2% 435 0.1% 156 0.0%
Total. ............ 129,172 1000% 325574 1000% 876,686 100.0% 309,939 100.0% 1,046,203 100.0%
Note:
(1) Others primarily include other non-toy revenue, such as certain revenue generated from advertisements shown

before, during or after the play of our animations on online platforms.

During the Track Record Period, we generated a substantial majority of our revenue from

sales of toys, which accounted for over 97% of our total revenue during each of 2021, 2022,

2023 and the six months ended June 30, 2023 and 2024.

The table below sets forth the sales volume and average selling price of our toy products

for the periods indicated.

Year Ended December 31, Six Months Ended June 30,

2021 2022 2023 2023 2024
Average Average Average Average Average
Sales  Selling Sales  Selling Sales  Selling Sales  Selling Sales  Selling
volume Price”  volume Price”  volume Price”  volume Price™  volume Price”
(Unit’ 000) ~ (RMB) (Unit’000) ~ (RMB) (Unit'000) ~ (RMB) (Unit’ 000)  (RMB) (Unit’ 000)  (RMB)
Assembly character toys . . - - 6,291 19 36,474 21 11,004 22 56,225 18
Brick-based toys. . . . . . 3,594 89 2,154 96 926 115 531 128 236 97
Total/Overall . . . . . . . 3,59 89 8,443 38 37400 3 11,333 n 56,461 19

Note:

(1) Average selling price is calculated through dividing revenue by the relevant sales volume during the same

year/period, which represented the average price at which our products were sold to our direct customers.
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We began to offer assembly character toys in January 2022 on the back of the Bloks
System, which comprises the standardization of product design, research and development and
production, a self-compatible product system and a consumer ecosystem. More specifically,
our successful commercialization of an expanding and diversifying portfolio of self-developed
and licensed IPs and the rapid expansion of our sales network resulted in a significant increase
in the sales volume and revenue of assembly character toys from 2022 to 2023 and the six
months ended June 30, 2023 to the six months ended June 30, 2024.

During the Track Record Period, the average selling price of our toy products, being the
average price at which we sold our toy products to our direct customers, continued to decrease
due to the increase in the sales volume of our assembly character toys as a portion of our total
sales volume, which typically have lower price per unit as compared with brick-based toys.

By Sales Channel
During the Track Record Period, we established a multi-channel sale network, consisting
of (i) offline sales channels, including distributors and consignment sales, and (ii) online sales

channels, including various e-commerce platforms.

The table below sets forth the breakdown of our revenue by sales channel for the periods

indicated.
Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Offline sales
Distribution sales . . . . . 12837 342% 157,004  482% 732,700  83.6% 238111  76.8% 957859  91.6%
Consignment sales. . . . . 37869 11.5% 32,908  10.1% 36371 41% 19447 63% 13572 13%
Subtotal . . .. ... ... 150,706 45.7% 189912 583% 769,071 87.7% 257,558 831% 971431 92.9%
Online sales. . . . ... .. 170957 51.8% 134412 413% 106249 121% 51946 168% 74616  7.1%
Others . . ... ... .. 8,109 2.5% 1250 0.4% 1366 0.2% 435 0.1% 156 0.0%
Total . ... ..... .. 329772 1000% - 325574 1000% 876,686 100.0% 309,939 100.0% 1,046,203 100.0%
Note:

(1)  Others primarily include other non-toy revenue, such as certain revenue generated from advertisements shown
before, during or after the play of our animations on online platforms, which do not fall under offline or online
sales channel.
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We pivoted to offline sales channel as we began to offer assembly character toys in 2022.
As such, our revenue from offline sales continued to increase in both absolute terms and as a
percentage of our total revenue, which accounted for a substantial majority of our total revenue
in 2023 and the six months ended June 30, 2024.

By Region

The table below sets forth the breakdown of our revenue by region for the periods

indicated.
Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Chima............ 324808 985% 317,296  975% - 866,297  98.8% 305201  98.5% 1,035,046  99.0%
Overseas . . .. ... ...
Asia (excluding China) . . 22 01% 92 03% 3958 0.5% 2434 0.8% 7592 0.7%
North America . . . . . . 4029  1.2% 5305 1.6% 4675 0.5% 1492 05% 1915 0.2%
Others . ... ...... 3 02% 2060 0.6% 1756 0.2% 812 02% 1,650 0.1%
Sub-total . . . . ... ... 4964  1.5% 8218  25% 10,389  12% 418 1.5% ILI57  1.0%
Total . ... ........ 329112 1000% 325,574 100.0% 876,686 100.0% 309,939 100.0% 1,046,203 100.0%

Apart from China, we also sell our products in overseas markets. Our revenue from
overseas sales increased by 66.8% from RMBS5.0 million in 2021 to RMB&8.3 million in 2022,
and further by 25.5% to RMB10.4 million in 2023. Our revenue from overseas sales increased
by 135.5% from RMB4.7 million in the six months ended June 30, 2023 to RMB11.2 million
in the six months ended June 30, 2024.

Cost of Sales

Our cost of sales primarily consists of (i) cost of goods sold, which primarily include
costs for outsourced production of goods and procurement of raw materials, and, to a lesser
extent, licensing fees paid for the licensed IPs, (ii) logistics costs for delivering products, and
(ii1) depreciation of fixed assets for molds. In particular, the licensing fees increased from
RMB2.5 million in 2021 to RMB73.0 million in 2023, and increased from RMB?20.2 million
in the six months ended June 30, 2023 to RMB91.2 million in the six months ended June 30,
2024, primarily due to a continuous increase in the sales volume of our products based on
licensed IPs.
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The table below sets forth the breakdown of our cost of sales for the periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Cost of goods sold
QOutsourced production and
procurement costs . . . 174,624 84.6% 162526  804% 357977 71.5% 140713 811% 373232 75.8%
Licensing fees . . . . .. 2500 12% 1485  73% 72979 158% 20239 11.6% 91229  18.5%
Sub-total . . .. ... ... 177,125 858% 177,376  81.7% 430,956  933% 160952 927% 464,461 94.3%
Logistics costs. . . . .. .. 17363 84% 15824 7.9% 18309  4.0% 7316 42% 16335 33%
Depreciation of fixed assets . 11,883 58% 8955 44% 1249 27% 54603 31% 1,671 2.4%
Total . .. ......... 200371 100.0% 202,155 100.0% 461,764 1000% 173,731 1000% 492,467 100.0%

Gross Profit and Gross Profit Margin

By Business Nature

The table below sets forth the breakdown of our gross profit and the gross profit margin

by business nature for the periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024

Gross Gross Gross Gross Gross
Gross  Profit Gross  Profit Gross  Profit Gross  Profit Gross  Profit
Profit Margin Profit Margin Profit Margin Profit Margin Profit Margin

(in RMB thousands, except for percentages)

(unaudited)

Toys

Assembly character toys . . - - 43290  36.8% 372,389 484% 106874  443% 544,832 53.3%

Brick-based toys . . . . . 118,518 36.8% 178879 38.2% 41,167 38.7% 28,899 42.5% 8,748 38.1%
Sub-total/Overall . . . . . . 18,518  36.8% 122,169 317% 413,556 472% 135773 439% 553,580 52.9%
Others™ . . ... ... .. 4883 60.2% 1,250 100.0% 1,366 100.0% 435 100.0% 156 100.0%
Total/Overall . . . . . . .. 123401 374% 123419  379% 414922 473% 136,208 439% 553,736 52.9%
Note:

(1)  Others primarily include other non-toy gross profit, such as certain gross profit generated from advertisements
shown before, during or after the play of our animations on online platforms, which is generally not directly
associated with any cost of sales.
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During the Track Record Period, our gross profit margin was primarily affected by our
product mix and economies of scale. As the revenue contribution from the sales of our
assembly character toys that carry a higher gross profit margin increased and our business scale
grew, our gross profit margin grew from 37.4% in 2021 to 52.9% in the six months ended June
30, 2024. The trend is particularly pronounced in view of (i) the increasing revenue
contribution from assembly character toy sales from 77.9% in the six months ended June 30,
2023 to 87.7% in 2023 and 97.8% in the six months ended June 30, 2024, and (ii) the rapidly
growing sales volume of our assembly character toys from 11.0 million units in the six months
ended June 30, 2023 to 56.2 million units in the six months ended June 30, 2024.

Furthermore, we do not expect assembly vehicle toys and assembly scenery toys to have
a significant difference in cost structure and gross profit margin as compared with assembly
character toys. As such, we do not expect the addition of assembly vehicle toys and assembly
scenery toys in our product offering and the resulting change of product mix to have a material
impact on our overall gross profit margin.

By Sales Channel

The table below sets forth the breakdown of our gross profit and the gross profit margin

by sales channel for the periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024

Gross Gross Gross Gross Gross
Gross  Profit Gross  Profit Gross  Profit Gross  Profit Gross  Profit
Profit Margin Profit Margin Profit Margin Profit Margin Profit Margin

(in RMB thousands, except for percentages)

(unaudited)

Offline sales

Distribution sales . . . . . 8,114 33.8% 49838 317% 341,226 46.6% 101,216 42.5% 500511 52.3%

Consignment sales. . . . . 1335 353% 12240 37.2% 15326 42.1% 8,081  41.6% 6,845 50.4%
Sub-total/Overall . . . . . . 51470 34.2% 62,078 327% 356,552 46.4% 109,297 424% 507356 32.2%
Online sales. . . . ... .. 67,048  39.2% 60,091  44.7% 57004 53.7% 20476 51.0% 46,224 61.9%
Others™ . .. ... . ... 4883 60.2% 1,250 100.0% 1,360 100.0% 435 100.0% 156 100.0%
Total/Overall . . . . . . .. 123401 374% 123419  379% 414922 473% 136208 439% 553,736  52.9%
Note:

(1) Others primarily include other non-toy gross profit, such as certain gross profit generated from advertisements
shown before, during or after the play of our animations on online platforms, which do not fall under offline
or online sales channel.
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We pivoted to offline sales channel as we began to offer assembly character toys in 2022.
The gross profit margin from online sales channel, which is largely direct to consumers in
nature, was generally higher than that from our offline sales channel during the Track Record
Period. Going forward, we plan to continue to focus on offline sales channel for our assembly
character toys, and we do not expect a significant change in our channel mix that will result

in a material impact on our overall gross profit margin.
Selling and Distribution Expenses

Our selling and distribution expenses primarily include (i) salaries, compensations and
benefits for personnel engaging in the sales and marketing function, (ii) marketing and
promotion, mainly including e-commerce platform marketing fees, TV and traditional
advertising fees, (iii) service fees for various e-commerce platforms, (iv) office and traveling,
(v) depreciation and amortization for properties and equipment related to selling and
distribution function, and (vi) share-based compensations.

The table below sets forth the breakdown of our selling and distribution expenses for the
periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024

(in RMB thousands, except for percentages)
(unaudited)

Salaries, compensations

and benefits . . . . . . . 77824 20.0% 76,995 33.1% 82,559 43.6% 37461 43.4% 53338 442%
Marketing and promotion .~ 272,518  70.1% 120,180  51.6% 73,706 38.9% N4 315% 48037 39.8%
Service fees . . . . .. .. 15477 4.0% 1,702 5.0% 10,732 5.7% 5483 6.4% 6,747 5.6%
Office and traveling . . . . 8,080  2.1% 8549 37% 8430 45% 3513 41% 5749 48%
Depreciation and

amortization. . . . . . . 8116 2.1% 8,176 3.5% 7459 3.9% 4147 43% 2395 2.0%
Share-based compensations . 2,863 0.7% 2,680 1.2% 2,604 1.4% 1,305 1.5% 3,591 3.0%
Others. . .. ....... 3762 1.0% 4603 1.9% 3730 2.0% 2005 23% 907  0.6%
Total .. ......... 388,046  100.0% 232,885 100.0% 189,280 100.0% 86,401 100.0% 120,764 100.0%
as % of total revenue . . . 117.9% 71.5% 21.6% 27.9% 11.5%

Our selling and distribution expenses decreased in both absolute amount and as a
percentage of our total revenue from 2021 to 2023, primarily due to a change in our sales and
marketing strategy. In 2021, we incurred significant marketing and promotion expenses in
connection with various types of advertising and promotion activities for the sales of our
brick-based toys. Since 2022, as we began to offer assembly character toys, we pivoted our
sales and marketing strategy to a highly effective content-driven one. Our assembly character
toys are naturally suitable for content-driven marketing due to the consumer connection from
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the assembling process, and the fact that IP characters are closely associated with rich contents
that can be widely disseminated. This resulted in a significant decrease in our selling and
distribution expenses in absolute amount. As our revenue also grew significantly, our selling
and distribution expenses continued to decrease as a percentage of our total revenue.

Research and Development Expenses

Our research and development expenses primarily include (i) salaries, compensations and
benefits for personnel engaging in research and development function, (ii) service fees for
certain professional services associated with our IP development, (iii) depreciation and
amortization for properties and equipment related to research and development function, and
(iv) share-based compensations.

The table below sets forth the breakdown of the research and development expenses for
the periods indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Salaries, compensations and
benefits. . . .. ... .. 56,843 68.5%  TL164  723% 65200  68.9% - 29200 69.6% 52410  69.0%
Service fees. . . . ... .. 7404 8.9% 8,182 83% 9353 9.9% 3500 8.3% 7206 9.5%
Depreciation and
amortization. . . . . . . . 10,180 12.3% 10,511 10.7% 12399 13.1% 5893 14.0% 6711 8.8%
Share-based compensations. . 1251 1.5% 1,009 1.0% 1,008 L1% 494 1.2% 5874 11%
Others™ ... ... ... . 7338 8.8% 1578 17% 60,637 7.0% 2865 6.9% 3815 5.0%
Total .. .......... 83,016  100.0% 98,444 100.0% 94,657 100.0% 41,953 100.0% 76,016 - 100.0%
as % of total revenue . . . . 25.2% 30.2% 10.8% 13.5% 7.3%
Note:

(1)  Others primarily include expenses for materials and traveling expenses.
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Administrative Expenses

Our administrative expenses primarily include (i) salaries, compensations and benefits for
personnel engaging in administrative function, (ii) [REDACTED], (iii) service fees mainly for
professional services and IT services, (iv) office and traveling, (v) depreciation and
amortization for properties and equipment related to administrative function, and (vi)
share-based compensations.

The table below sets forth the breakdown of the administrative expenses for the periods

indicated.

Year Ended December 31, Six Months Ended June 30,
2021 2022 2023 2023 2024
(in RMB thousands, except for percentages)
(unaudited)
Salaries, compensations and
benefits. . . .. ... .. 3,599 42% 27,022 §3.0% 30,755 62.5% 14,768 66.9% 191 2.9%
(REDACTED] . . ... .. (REDACTED] (REDACTED] ~ (REDACTED] (REDACTED] ~ (REDACTED] (REDACTED] ~ [(REDACTED] (REDACTED]  [REDACTED] (REDACTED)
Service fees. . . . ... .. 11495 19.7% 9539 18.7% 5944 12.1% 1795 8.1% 5962 1.5%
Office and traveling
expenses . ... ... .. 5052 97% 5,500 10.8% 6,216 12.6% 2002 94% 3518 09%
Depreciation and
amortization. . . . . . . . 5982 103% 6,162 121% 3346 6.8% 1922 8.7% 1,828 0.4%
Share-based compensations. . 2,749 4.7% 2,648 5.2% 2,559 5.2% 1212 58% 365205  90.4%
Others . .. ........ 810 1.4% 131 02% 410 0.8% 250 L1% 27 0.1%
Total .. ... ..... ... 58,287 100.0% 5L,002  100.0% 49,230 100.0% 22,069 100.0% 403,946 100.0%
as % of total revenue . . . . 17.7% 15.7% 3.6% 7.1% 38.6%

Our administrative expenses increased significantly from RMB22.1 million in the six
months ended June 30, 2023 to RMB403.9 million in the six months ended June 30, 2024, with
percentage as of total revenue increased from 7.1% to 38.6% during the same periods,
primarily due to a significant increase in share-based compensations of RMB363.9 million
mainly for share options granted under the Share Incentive Scheme. In April 2024, the Board
granted share options to certain employees under the Share Incentive Scheme and the vast
majority of such share options were vested immediately after the grant. See note 32 to
“Appendix I — Accountants’ Report.”
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Other Income, Other Gains and Losses, Net

Our other income, other gains and losses, net primarily include (i) interest income from
our bank deposits, (ii) government grants, and (iii) fair value changes of cash management
products. There are no unfulfilled conditions or contingencies relating to the government
grants.

In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, our other income,
other gains and losses, net amounted to RMB9.5 million, RMB12.4 million, RMB6.0 million,
RMB2.5 million, and RMB3.9 million, representing 2.9%, 3.8%, 0.7%, 0.8%, and 0.4% of our
total revenue for the respective periods.

Other Expenses

Our other expenses primarily include (i) impairment of non-current assets for molds no
longer in use, (ii) charitable donations in 2022, and (iii) others, which mainly include bank
charges and foreign exchange losses.

In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, our other expenses
amounted to RMB20.9 million, RMB17.9 million, RMBO0.7 million, RMBO0.2 million and
RMBI1.2 million, representing 6.3%, 5.5%, 0.1%, 0.1% and 0.1% of our total revenue for the
respective periods.

Fair Value Changes on Convertible Redeemable Preferred Shares

During the Track Record period, our fair value changes on convertible redeemable
preferred shares represented changes in the fair value of our convertible redeemable preferred
shares. See note 29 to “Appendix I — Accountants’ Report,” and “History, Development and
Reorganization — [REDACTED] Investments.” We recorded fair value changes on
convertible redeemable preferred shares of RMB144.2 million, RMB191.0 million, RMB274.1
million, RMB188.6 million and RMB157.0 million in 2021, 2022 and 2023 and the six months
ended June 30, 2023 and 2024, respectively. They represented the increases in valuation of the
Company.

Income Tax Expense

Our income tax expense comprise current tax and deferred tax. See note 12 to “Appendix

I — Accountants’ Report.”

We are subject to income tax on an entity basis on profits arising in or derived from the
tax jurisdictions in which the members of our Group are domiciled and operate. One of our
PRC subsidiaries, Bloks Bricks, is accredited as “High and New Technology Enterprise” and
was therefore entitled to a preferential income tax rate of 15% for the years ended December
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31, 2021, 2022 and 2023 and the six months ended June 30, 2024 and such rate remains
effective until November 2024. Such qualification is subject to review by the relevant tax
authority in the PRC every three years.

As of the Latest Practicable Date and during the Track Record Period, we had fulfilled all
our tax obligations and did not have any unresolved tax disputes.

PERIOD-TO-PERIOD COMPARISON OF RESULTS OF OPERATIONS

Six Months Ended June 30, 2024 Compared to Six Months Ended June 30, 2023

Revenue
Six Months Ended
June 30,
2023 2024 % Change
(in RMB thousands, except for percentages)
(unaudited)
Revenue
Toys
Assembly character toys .............. 241,429 1,023,082 323.8%
Brick-based toys . ......... ... ...... 68,075 22,965 (66.3)%
Sub-total. . ... ..... .. .. .. .. .. ......... 309,504 1,046,047 238.0%
Others . . ....... ... . . . . . . 435 156 (64.1)%
Total . .. ... ... .. .. .. .. .. .. ... 309,939 1,046,203 237.6%

Our revenue increased by 237.6% from RMB309.9 million in the six months ended June
30, 2023 to RMB1,046.2 million in the six months ended June 30, 2024 primarily due to a
323.8% increase in revenue from sales of assembly character toys from RMB241.4 million in
the six months ended June 30, 2023 to RMB1,023.1 million in the six months ended June 30,
2024, which was partially offset by a 66.3% decrease in revenue from sales of brick-based toys
from RMB68.1 million in the six months ended June 30, 2023 to RMB23.0 million in the six
months ended June 30, 2024.

Assembly Character Toys
Our revenue from assembly character toy sales increased by 323.8% from RMB241.4

million in the six months ended June 30, 2023 to RMB1,023.1 million in the six months ended

June 30, 2024, primarily due to a 411.0% increase in the sales volume of our assembly
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character toys from 11.0 million units in the six months ended June 30, 2023 to 56.2 million
units in the six months ended June 30, 2024, which in turn was primarily attributable to the
growing popularity of our assembly character toys and our efforts in launching new products
and expanding sales network.

Brick-based Toys

Our revenue from brick-based toy sales decreased by 66.3% from RMB68.1 million in the
six months ended June 30, 2023 to RMB23.0 million in the six months ended June 30, 2024,
primarily due to (i) a 55.6% decrease in the sales volume of our brick-based toys from 0.5
million units in the six months ended June 30, 2023 to 0.2 million units in the six months ended
June 30, 2024 as we continued our focus on developing our assembly character toys business,
and (ii) a 24.1% decrease in the average selling price of our brick-based toys primarily
attributable to larger revenue contribution from sales of Brick Buckets at a lower price range.

Cost of Sales

Six Months Ended

June 30,
2023 2024 % Change
(in RMB thousands, except for percentages)
(unaudited)
Cost of goods sold
Outsourced production and procurement
COSES vttt 140,713 373,232 165.2%
Licensing fees .. .................... 20,239 91,229 350.8%
Sub-total ........... . ... .. ... . ... ... 160,952 464,461 188.6 %
Logistics COStS. . . .. ..o 7,316 16,335 123.3%
Depreciation of fixed assets. . ............ 5,463 11,671 113.6%
Total .. ..... ... ... ... ... .. ... ... 173,731 492,467 183.5%
as % of total revenue. . ............... 56.1% 47.1%

Our cost of sales increased by 183.5% from RMB173.7 million in the six months ended
June 30, 2023 to RMB492.5 million in the six months ended June 30, 2024 primarily due to
a 411.0% increase in the sales volume of our assembly character toys from 11.0 million units
in the six months ended June 30, 2023 to 56.2 million units in the six months ended June 30,
2024.
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Gross Profit and Gross Profit Margin

Six Months Ended June 30,

2023 2024

Gross Gross
Gross Profit Gross Profit
Profit Margin Profit Margin

(in RMB thousands, except for percentages)

(unaudited)
Toys

Assembly character toys ...... 106,874 44.3% 544,832 53.3%
Brick-based toys . ........... 28,899 42.5% 8,748 38.1%
Sub-total/Overall . .. ... ... ... 135,773 43.9 % 553,580 52.9%
Others ..................... 435 100.0% 156 100.0%

Total/Overall ................ 136,208 43.9 % 553,736 52.9%

Our gross profit increased by 306.5% from RMB136.2 million in the six months ended
June 30, 2023 to RMB553.7 million in the six months ended June 30, 2024, primarily due to
a 409.8% increase in gross profit from assembly character toy sales from RMB106.9 million
in the six months ended June 30, 2023 to RMB544.8 million in the six months ended June 30,
2024. Our gross profit margin increased from 43.9% in the six months ended June 30, 2023 to
52.9% in the six months ended June 30, 2024 primarily due to strong increases in revenue
contribution and gross profit margin from assembly character toy sales.

Assembly Character Toys

Our gross profit from assembly character toy sales increased by 409.8% from RMB106.9
million in the six months ended June 30, 2023 to RMB544.8 million in the six months ended
June 30, 2024, primarily due to the significant increase in the sales volume of our assembly
character toys. Our gross profit margin from assembly character toy sales increased from
44.3% in the six months ended June 30, 2023 to 53.3% in the six months ended June 30, 2024
primarily as we enjoyed stronger economies of scale as our business grew.

Brick-based Toys

Our gross profit from brick-based toy sales decreased by 69.7% from RMB28.9 million
in the six months ended June 30, 2023 to RMBS.7 million in the six months ended June 30,
2024, primarily due to a decrease in the sales volume of our brick-based toys. Our gross profit
margin from sales of brick-based toys decreased from 42.5% in the six months ended June 30,
2023 to 38.1% in the six months ended June 30, 2024, primarily due to a decrease in average

selling price of our brick-based toys.
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Selling and Distribution Expenses

Six Months Ended

June 30,
2023 2024 % Change
(in RMB thousands, except for percentages)
(unaudited)
Selling and distribution expenses. . ........ 86,401 120,764 39.8%
as % of total revenue . . ............... 27.9% 11.5%

Our selling and distribution expenses increased by 39.8% from RMB86.4 million in the
six months ended June 30, 2023 to RMB120.8 million in the six months ended June 30, 2024,
primarily due to (i) an increase in salaries, compensations and benefits of RMB15.9 million as
a result of an increase in the number of personnel engaging in selling and distribution function
in line with our growth, and (ii) an increase in marketing and promotion expenses of RMB15.6
million mainly for promoting our new products in line with our business growth. Our selling
and distribution expenses as a percentage of our total revenue decreased from 27.9% in the six
months ended June 30, 2023 to 11.5% in the six months ended June 30, 2024 primarily due to
the economies of scale we achieved along with our growth.

Research and Development Expenses

Six Months Ended

June 30,
2023 2024 % Change
(in RMB thousands, except for percentages)
(unaudited)
Research and development expenses ... .. .. 41,953 76,016 81.2%
as % of total revenue. . ............... 13.5% 7.3%

Our research and development expenses increased by 81.2% from RMB42.0 million in the
six months ended June 30, 2023 to RMB76.0 million in the six months ended June 30, 2024,
primarily due to (i) an increase in salaries, compensations and benefits of RMB23.2 million as
a result of an increase in number of personnel engaging in research and development function,
which in turn was driven by our commitment to research and development, and (ii) an increase
in share-based compensations of RMBS5.4 million mainly for share options granted under our
Share Incentive Scheme in April 2024. Our research and development expenses as a percentage
of our total revenue decreased from 13.5% in the six months ended June 30, 2023 to 7.3% in
the six months ended June 30, 2024 primarily due to the economies of scale we achieved along

with our growth.
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Administrative Expenses

Six Months Ended

June 30,
2023 2024 % Change
(in RMB thousands, except for percentages)
(unaudited)
Administrative expenses . ............... 22,069 403,946 1,730.4%
as % of total revenue . . ............... 7.1% 38.6%

Our administrative expenses increased by 1,730.4% from RMB22.1 million in the six
months ended June 30, 2023 to RMB403.9 million in the six months ended June 30, 2024,
primarily due to (i) an increase in share-based compensations of RMB363.9 million mainly for
share options granted under our Share Incentive Scheme in April 2024, and (ii) the
[REDACTED] expenses of [REDACTED] we incurred in the six months ended June 30, 2024.
In April 2024, the Board granted share options to certain employees under the Share Incentive
Scheme and the vast majority of such share options were vested immediately after the grant.
See note 32 to “Appendix I — Accountants’ Report.” As such, our administrative expenses as
a percentage of our total revenue increased from 7.1% in the six months ended June 30, 2023
to 38.6% in the six months ended June 30, 2024.

Other Income, Other Gains and Losses, Net

Other income, other gains and losses, net increased by 56.3% from RMB2.5 million in the
six months ended June 30, 2023 to RMB3.9 million in the six months ended June 30, 2024,
primarily due to an increase in interest income from our bank deposits of RMB2.1 million.
Other Expenses

Other expenses increased from RMBO0.2 million in the six months ended June 30, 2023
to RMB1.2 million in the six months ended June 30, 2024, primarily due to an increase in
foreign exchange losses.
Fair Value Changes on Convertible Redeemable Preferred Shares

We recorded loss for fair value changes on convertible redeemable preferred shares of
RMB188.6 million in the six months ended June 30, 2023 and RMB157.0 million in the six
months ended June 30, 2024, primarily due to the increase in the valuation of the Company.

Loss for the Period

As a result of the foregoing, we recorded loss for the period of RMB202.8 million and
RMB254.9 million in the six months ended June 30, 2023 and 2024, respectively.
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Year Ended December 31, 2023 Compared to Year Ended December 31, 2022

Revenue
Year Ended December 31,
2022 2023 % Change
(in RMB thousands, except for percentages)
Revenue
Toys
Assembly character toys .............. 117,673 769,038 553.5%
Brick-based toys . ......... ... . ... .. 206,651 106,282 (48.6)%
Sub-total. .. ....... .. ... ... .. ... ... 324,324 875,320 169.9 %
Others . ... ... 1,250 1,366 9.3%
Total .. ...... ... .. ... ... ... ... . ...... 325,574 876,686 169.3%

Our revenue increased by 169.3% from RMB325.6 million in 2022 to RMB876.7 million
in 2023 primarily due to a 553.5% increase in the revenue from assembly character toy sales
from RMB117.7 million in 2022 to RMB769.0 million in 2023, which was partially offset by
a 48.6% decrease in revenue from brick-based toy sales from RMB206.7 million in 2022 to
RMB106.3 million in 2023.

Assembly Character Toys

Our revenue from assembly character toy sales increased by 553.5% from RMBI117.7
million in 2022 to RMB769.0 million in 2023, primarily due to a 479.8% increase in the sales
volume of our assembly character toys from 6.3 million units in 2022 to 36.5 million units in
2023, which in turn was mainly attributable to the successful commercialization of an
expanding and diversifying portfolio of self-developed and licensed IPs and the rapid
expansion of our sales network. As a percentage of our total revenue, our revenue from
assembly character toy sales increased from 36.1% in 2022 to 87.7% in 2023.

Brick-based Toys

Our revenue from brick-based toy sales decreased by 48.6% from RMB206.7 million in
2022 to RMB106.3 million in 2023, primarily due to a 57.0% decrease in the sales volume of
our brick-based toys from 2.2 million units in 2022 to 0.9 million units in 2023, primarily as
we focused on the growth of assembly character toys which we began to offer in January 2022.
As a percentage of our total revenue, our revenue from brick-based toy sales decreased from
63.5% in 2022 to 12.1% in 2023.
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Cost of Sales

Cost of goods sold
Outsourced production and procurement
costs
Licensing fees

Sub-total
Logistics costs

Depreciation of fixed assets. . ..........

Year Ended December 31,
2022 2023

% Change

(in RMB thousands, except for percentages)

.. 162,526 357,977 120.3%
. 14,850 72,979 391.4%
. 177,376 430,956 143.0%
. 15,824 18,309 15.7%
. 8,955 12,499 39.6%
.. 202,155 461,764 128.4%
. 62.1% 52.7%

Our cost of sales increased by 128.4% from RMB202.2 million in 2022 to RMB461.8
million in 2023, primarily due to a 143.0% increase in cost of goods sold from RMB177.4
million in 2022 to RMB431.0 million in 2023, which in turn was primarily attributable to a

479.8% increase in the sales volume of our assembly character toys from 6.3 million units in

2022 to 36.5 million units in 2023.

Gross Profit and Gross Profit Margin

Year Ended December 31,

2022 2023
Gross Gross
Gross Profit Gross Profit
Profit Margin Profit Margin

(in RMB thousands, except for percentages)

Toys
Assembly character toys ...... 43,290 36.8% 372,389 48.4%
Brick-based toys . ........... 78,879 38.2% 41,167 38.7%
Sub-total/Overall . . ... ... ... .. 122,169 37.7 % 413,556 47.2 %
Others . ..................... 1,250 100.0% 1,366 100.0%
Total/Overall ............. ... 123,419 37.9% 414,922 47.3%
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Our gross profit increased by 236.2% from RMB123.4 million in 2022 to RMB414.9
million in 2023, primarily due to a 760.2% increase in gross profit from assembly character toy
sales from RMB43.3 million in 2022 to RMB372.4 million in 2023, which was partially offset
by a 47.8% decrease in gross profit from brick-based toy sales from RMB78.9 million in 2022
to RMB41.2 million in 2023. Our gross profit margin increased from 37.9% in 2022 to 47.3%
in 2023, primarily due to increases in revenue contribution and gross profit margin from
assembly character toy sales.

Assembly Character Toys

Our gross profit from assembly character toy sales increased by 760.2% from RMB43.3
million in 2022 to RMB372.4 million in 2023, primarily due to an increase in the sales volume
of our assembly character toys. Our gross profit margin for assembly character toy sales
increased from 36.8% in 2022 to 48.4% in 2023, primarily due to the economies of scale we
achieved through the rapid growth in our assembly character toy sales.

Brick-based Toys

Our gross profit from brick-based toy sales decreased by 47.8% from RMB78.9 million
in 2022 to RMB41.2 million in 2023, primarily due to the decrease in the sales volume of our
brick-based toys. Our gross profit margin for brick-based toy sales remained relatively stable
at 38.2% in 2022 and at 38.7% in 2023.

Selling and Distribution Expenses

Year Ended December 31,
2022 2023 % Change

(in RMB thousands, except for percentages)

Selling and distribution expenses. . ........ 232,885 189,280 (18.7)%
as % of total revenue. . ............... 71.5% 21.6%

Our selling and distribution expenses decreased by 18.7% from RMB232.9 million in
2022 to RMB189.3 million in 2023, primarily due to a decrease in marketing and promotion
expenses of RMB46.5 million, primarily attributable to the successful execution of our
content-driven marketing strategy that we started to implement in 2022 when we began to offer
assembly character toys, whereby we significantly reduced our spending on various
advertisements to promote the sales of our brick-based toys. Such decrease in our selling and
distribution expenses in absolute amount, coupled with our rapid revenue growth, resulted in
a significant decrease in our selling and distribution expenses as a percentage of our total
revenue from 71.5% in 2022 to 21.6% in 2023.
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Research and Development Expenses

Year Ended December 31,
2022 2023 % Change

(in RMB thousands, except for percentages)

Research and development expenses ... .. .. 98,444 94,657 (3.8)%
as % of total revenue. . ............... 30.2% 10.8%

Our research and development expenses remained relatively stable at RMB98.4 million
in 2022 and RMB94.7 million in 2023. Our research and development expenses as a percentage
of our total revenue decreased from 30.2% in 2022 to 10.8% in 2023 primarily due to the

economies of scale we achieved along with our growth.

Administrative Expenses

Year Ended December 31,
2022 2023 % Change

(in RMB thousands, except for percentages)

Administrative expenses . ............... 51,002 49,230 (3.5%
as % of total revenue. . ............... 15.7% 5.6%

Our administrative expenses remained relatively stable at RMB51.0 million in 2022 and
RMB49.2 million in 2023. Our administrative expenses as a percentage of our total revenue
decreased from 15.7% in 2022 to 5.6% in 2023, primarily due to the economies of scale we
achieved along with our growth.

Other Income, Other Gains and Losses, Net

Other income, other gains and losses, net decreased by 51.8% from RMB12.4 million in
2022 to RMB6.0 million in 2023, primarily due to a decrease in government grants of RMB4.3
million.
Other Expenses

Other expenses decreased by 96.1% from RMB17.9 million in 2022 to RMBO0.7 million
in 2023, primarily because (i) we made a charitable donation of RMB11.6 million in 2022, and

(ii) we recorded impairment of non-current assets of RMB6.2 million for molds no longer in
use in 2022.
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Fair Value Changes on Convertible Redeemable Preferred Shares

We recorded loss for fair value changes on convertible redeemable preferred shares of
RMB191.0 million in 2022 and RMB274.1 million in 2023 primarily due to the increase in the
valuation of the Company.

Loss for the Year

As a result of the foregoing, our loss for the year decreased by 50.9% from RMB422.7
million in 2022 to RMB207.5 million in 2023.

Year Ended December 31, 2022 Compared to Year Ended December 31, 2021

Revenue
Year Ended December 31,
2021 2022 % Change
(in RMB thousands, except for percentages)
Revenue
Toys
Assembly character toys .............. - 117,673 -
Brick-based toys . ......... ... ..., .. 321,663 206,651 (35.8)%
Sub-total. . ........ .. ... ... . ... 321,663 324,324 0.8%
Others . . ... ... . 8,109 1,250 (84.6)%
Total .. ...... ... .. ... ... ... ... . ...... 329,772 325,574 1.3)%

We strategically diversified our product offering to include assembly character toys in
2022, and we recorded revenue of RMB117.7 million from assembly character toy sales in
2022. However, our revenue from brick-based toy sales decreased by 35.8% from RMB321.7
million in 2021 to RMB206.7 million in 2022, which resulted in a 1.3% decrease in our revenue
from RMB329.8 million in 2021 to RMB325.6 million in 2022.

Assembly Character Toys

We began to offer assembly character toys in January 2022, and generated revenue of

RMB117.7 million, which accounted for 36.1% of our total revenue in the same year.
Brick-based Toys
Our revenue from brick-based toy sales decreased by 35.8% from RMB321.7 million in

2021 to RMB206.7 million in 2022, primarily due to a 40.1% decrease in the sales volume of
our brick-based toys from 3.6 million units in 2021 to 2.2 million units in 2022 mainly
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attributable to (i) our strategic focus on the growth of assembly character toys which we began
to offer in January 2022 and (ii) the impact of COVID-19. Revenue from brick-based toy sales
as a percentage of our total revenue decreased from 97.5% in 2021 to 63.5% in 2022.

Cost of Sales

Year Ended December 31,
2021 2022 % Change

(in RMB thousands, except for percentages)

Cost of goods sold
Outsourced production and procurement

COSES . .ot 174,624 162,526 (6.9)%
Licensing fees . ........... ... ...... 2,501 14,850 493.8%
Sub-total ...... ... ... .. ... ... ... ..... 177,125 177,376 0.1%
Logistics COStS. . . . ..o 17,363 15,824 (8.9)%
Depreciation of fixed assets. . ............ 11,883 8,955 (24.6)%
Total . . ........ ... ... .. ... ... ... ..... 206,371 202,155 (2.0) %
as % of total revenue . ................. 62.6% 62.1%

Our cost of sales remained relatively stable at RMB206.4 million in 2021 and RMB202.2
million in 2022.

Gross Profit and Gross Profit Margin

Year Ended December 31,

2021 2022
Gross Gross
Gross Profit Gross Profit
Profit Margin Profit Margin

(in RMB thousands, except for percentages)

Toys
Assembly character toys ...... - - 43,290 36.8%
Brick-based toys ............ 118,518 36.8% 78,879 38.2%
Sub-total/Overall . ... ......... 118,518 36.8% 122,169 37.7 %
Others .. .................... 4,883 60.2% 1,250 100.0%

Total/Overall ................ 123,401 37.4% 123,419 37.9 %

Our gross profit remained relatively stable at RMB123.4 million in 2021 and 2022, with
relatively stable gross profit margin of 37.4% in 2021 and 37.9% in 2022.
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Assembly Character Toys

We recorded gross profit from assembly character toy sales of RMB43.3 million in 2022.
Our assembly character toys have a high degree of standardization, which enabled us to achieve
a gross profit margin of 36.8% in 2022 when we began to offer our assembly character toys and
was still growing in scale.

Brick-based Toys

Our gross profit from brick-based toy sales decreased by 33.4% from RMB118.5 million
in 2021 to RMB78.9 million in 2022, primarily due to the decrease in the sales volume of our
brick-based toys, which in turn was attributable to our strategic focus on the growth of
assembly character toys that we began to offer in January 2022 and the impact of COVID-19.
Our gross profit margin for brick-based toy sales remained relatively stable at 36.8% in 2021
and 38.2% in 2022.

Selling and Distribution Expenses

Year Ended December 31,
2021 2022 % Change

(in RMB thousands, except for percentages)

Selling and distribution expenses. . ........ 388,646 232,885 40.1)%
as % of total revenue . . ............... 117.9% 71.5%

Our selling and distribution expenses decreased by 40.1% from RMB388.6 million in
2021 to RMB232.9 million in 2022, primarily due to a decrease in marketing and promotion
expenses of RMB152.3 million, and our selling and distribution expenses as a percentage of
our total revenue decreased from 117.9% in 2021 to 71.5% in 2022. In 2021, we incurred
significant marketing and promotion expenses in connection with various types of advertising
and promotion activities for the sales of our brick-based toys. Since 2022, as we began to offer
assembly character toys, we pivoted our sales and marketing strategies to a highly effective
content-driven one. The change in marketing strategy resulted in the decrease in our selling and
distribution expenses both in absolute terms and as a percentage of our total revenue.

Research and Development Expenses

Year Ended December 31,
2021 2022 % Change

(in RMB thousands, except for percentages)

Research and development expenses . . ... .. 83,016 98,444 18.6%
as % of total revenue . . ............... 25.2% 30.2%

— 288 —



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

FINANCIAL INFORMATION

Our research and development expenses increased by 18.6% from RMBS83.0 million in
2021 to RMB98.4 million in 2022, primarily due to an increase in our salaries, compensations
and benefits of RMB14.3 million for an increase in number of personnel engaging in research
and development function. As our revenue remained stable in 2021 and 2022 and we continued
to devote resources in research and development, our research and development expenses as a
percentage of our total revenue increased from 25.2% in 2021 to 30.2% in 2022.

Administrative Expenses

Year Ended December 31,
2021 2022 % Change

(in RMB thousands, except for percentages)

Administrative expenses . ............... 58,287 51,002 (12.5)%
as % of total revenue . . ............... 17.7% 15.7%

Our administrative expenses decreased by 12.5% from RMBS58.3 million in 2021 to
RMBS51.0 million in 2022, primarily due to a decrease in our salaries, compensations and
benefits for personnel engaging in administrative function of RMB4.6 million. As such, our
administrative expenses as a percentage of our total revenue decreased from 17.7% in 2021 to
15.7% in 2022.

Other Income, Other Gains and Losses, Net

Other income, other gains and losses, net increased by 30.6% from RMB9.5 million in
2021 to RMB12.4 million in 2022, primarily due to an increase in government grants of
RMB5.3 million.
Other Expenses

Other expenses decreased by 14.5% from RMB20.9 million in 2021 to RMB17.9 million
in 2022, primarily attributable to the decrease in impairment of non-current assets of RMB14.5
million as we recorded more impairment of molds no longer in use in 2021, which was partially
offset by the charitable donation of RMB11.6 million we made in 2022.
Fair Value Changes on Convertible Redeemable Preferred Shares

We recorded loss for fair value changes on convertible redeemable preferred shares of

RMB144.2 million in 2021 and RMB191.0 million in 2022 primarily due to the increase in the
valuation of the Company.
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Loss for the Year

As a result of the foregoing, our loss for the year decreased by 16.6% from RMB506.9
million in 2021 to RMB422.7 million in 2022.

LIQUIDITY AND CAPITAL RESOURCES

During the Track Record Period, we financed our operations primarily through proceeds
from issuance of Preferred Shares and cash generated from our operating activities. As of June
30, 2024 and October 31, 2024, we had cash and cash equivalents of RMB554.1 million and
RMB600.9 million, respectively.

Going forward, we believe our liquidity requirements will be satisfied by using funds
from a combination of cash generated from our operating activities, bank facilities and net
[REDACTED] from the [REDACTED]. As of October 31, 2024, we had bank loan facilities
of RMB200.0 million, of which RMB106.8 million remained unutilized.

Taking into account the net [REDACTED] from the [REDACTED] and cash generated
from our operating activities available to us, our Directors believe that we have sufficient
working capital to meet our present and future cash requirements for at least the next 12 months
from the date of publication of this document.

Net Current Assets/Liabilities

The table below sets forth our current assets and liabilities as of the dates indicated.

As of As of
As of December 31, June 30, October 31,
2021 2022 2023 2024 2024
(in RMB thousands)
(unaudited)
Current assets:
Inventories . . .. ......... 69,769 61,208 76,294 151,334 286,195
Trade and notes receivables . . 24,917 15,299 38,256 63,298 72,907
Prepayments, other
receivables and other
current assets . . . .. ..... 23,946 10,901 14,477 37,686 84,159
Financial assets at fair value
through profit or loss. . . . . 272,785 1,251 1,251 - -
Pledged deposits . . . ... ... 4,719 9,064 8,141 8,587 38,129
Cash and cash equivalents . . . 76,153 188,972 360,837 554,092 600,921
Receivables in connection
with the Reorganization . . . 1,759,480 1,377,000 183,000 - -
Total current assets. . . . . .. 2,231,769 1,663,695 682,256 814,997 1,082,311
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As of As of
As of December 31, June 30, October 31,
2021 2022 2023 2024 2024

(in RMB thousands)
(unaudited)

Current liabilities:
Trade and notes payables. . . . 92,879 118,533 259,671 514,705 606,464
Interest-bearing bank

borrowings . .......... - 5,000 - - -
Contract liabilities . . . ... .. 29,569 30,629 66,325 84,144 73,596
Other payables and accruals . . 109,298 112,655 169,373 144,603 194,764
Tax payables. .. ......... - - 118 6,228 3,383
Amounts due to related

parties .. ............ 18,735 44,694 25,913 - -
Lease liabilities . . .. ... ... 27,289 19,168 21,969 21,442 30,195
Payables in connection with

the Reorganization . . .. .. 1,759,480 1,407,338 187,520 - -
Total current liabilities . . . . 2,037,250 1,738,017 730,889 771,122 908,402
Net current

assets/(liabilities) . . . . . .. 194,519 (74,322) (48,633) 43,875 173,909

Comparison between October 31, 2024 and June 30, 2024

Our net current assets increased from RMB43.9 million as of June 30, 2024 to RMB173.9
million as of October 31, 2024, primarily due to increases in certain current assets items,
including an increase in inventories of RMB134.9 million, an increase in prepayments, other
receivables and other current assets of RMB46.5 million and an increase in cash and cash
equivalents of RMB46.8 million, partially offset by increases in certain current liability items,
including an increase in trade and notes payables of RMB91.8 million.

Comparison between June 30, 2024 and December 31, 2023

Our net current liabilities of RMB48.6 million as of December 31, 2023 turned into net
current assets of RMB43.9 million as of June 30, 2024, primarily due to increases in certain
current assets items, including an increase in cash and cash equivalents of RMB193.3 million,
an increase in inventories of RMB75.0 million, an increase in trade and notes receivables of
RMB25.0 million and an increase in prepayments, other receivables and other current assets of
RMB23.2 million, partially offset by an increase in trade and notes payables of RMB255.0
million. See “— Selected Balance Sheet Items” for further details.
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Comparison between December 31, 2023 and December 31, 2022

Our net current liabilities decreased from RMB74.3 million as of December 31, 2022 to
RMB48.6 million as of December 31, 2023, primarily due to increases in certain current assets
items, including an increase in cash and cash equivalents of RMB171.9 million, an increase in
trade and notes receivables of RMB23.0 million and an increase in inventories of RMB15.1
million, partially offset by increases in current liability items, including an increase in trade
and notes payables of RMB141.1 million and an increase in other payables and accruals of
RMB56.7 million. See “— Selected Balance Sheet Items” for further details.

Comparison between December 31, 2022 and December 31, 2021

Our net current assets of RMB194.5 million as of December 31, 2021 turned into net
current liabilities of RMB74.3 million as of December 31, 2022, primarily due to a decrease
in financial assets at fair value through profit or loss of RMB271.5 million, an increase in
amounts due to related parties of RMB26.0 million and an increase in trade and notes payables
of RMB25.7 million, partially offset by an increase in cash and cash equivalents of RMB112.8
million. See “— Selected Balance Sheet Items” for further details.

Effect of Reorganization

We recorded receivables and payables in connection with the Reorganization during the
Track Record Period. Specifically, we recorded receivables in connection with the
Reorganization of RMB1,759.5 million, RMB1,377.0 million, RMB183.0 million and nil as of
December 31, 2021, 2022, 2023 and June 30, 2024, respectively, and payables in connection
with the Reorganization of RMB1,759.5 million, RMB1,407.3 million, RMB187.5 million and
nil as of December 31, 2021, 2022, 2023 and June 30, 2024, respectively. The Reorganization
has not resulted in any change of economic substance. As a result of the Reorganization, the
Company became the holding company of the companies now comprising the Group. See
Notes 2.1 and 28 to “Appendix I — Accountants’ Report” and “History, Development and
Reorganization — Reorganization.”

-292 -



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

FINANCIAL INFORMATION

SELECTED BALANCE SHEET ITEMS
Inventories

Our inventories include finished goods, raw materials and goods in transit. The table
below sets forth the breakdown of our inventories as of the dates indicated.

As of
As of December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)

Finished goods ............. 61,288 46,344 55,524 124,941
Raw materials ... ........... 6,081 10,955 20,207 22,318
Goods in transit. . ........... 2,400 3,909 563 4,075
Total . .................... 69,769 61,208 76,294 151,334

During the Track Record Period, the finished goods were the largest component of our
inventories. As of December 31, 2021, 2022 and 2023 and June 30, 2024, we had finished
goods of RMBG61.3 million, RMB46.3 million, RMB55.5 million and RMB124.9 million,
accounting for 87.8%, 75.7%, 72.7% and 82.6% of our total inventories, respectively.

Our inventories decreased from RMB69.8 million as of December 31, 2021 to RMB61.2
million as of December 31, 2022, primarily due to (i) a reduction in order for brick-based toys
to our partner factories as we strategically focused on the growth of assembly character toys,
and (ii) the popularity of our assembly character toys that generally have faster turnover. Our
inventories increased from RMB61.2 million as of December 31, 2022 to RMB76.3 million as
of December 31, 2023 and further to RMB151.3 million as of June 30, 2024 as our business

grew.

Aging Analysis

The table below sets forth an aging analysis of our inventories as of the dates indicated.

As of
As of December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)

Within one year........... 58,603 61,208 76,294 151,334
Over one year but within

two years . . ............ 11,166 — — —

Total ... ................ 69,769 61,208 76,294 151,334

-293 -



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

FINANCIAL INFORMATION

Turnover Days

The table below sets forth the turnover days of our inventories for the periods indicated.

Six
Months
Ended
Year Ended December 31, June 30,
2021 2022 2023 2024
Overall inventory turnover
days™ .. ... . 137 130 62 46

Note:

(1)  Inventory turnover days for each year/period equals the average of the beginning and ending balances
of inventory for that period divided by cost of sales for that year/period and multiplied by 365 days for
the year ended December 31, and 182 days for the six months ended June 30.

Our inventory turnover days decreased from 137 days in 2021 to 62 days in 2023 and
further to 46 days in the six months ended June 30, 2024, primarily due to the increasing
revenue contribution from our highly popular assembly character toys.

Subsequent Utilization

As of October 31, 2024, 74.9% of our total inventories as of June 30, 2024, or RMB120.6
million, were utilized or sold.

Trade and Notes Receivables
Our trade and notes receivables primarily arise from sales of our products on credit.
Advance payment is normally required except we granted credits to certain distributors with

good track record and liquidity position, and consignment sales partners. The credit period
granted is generally one to three months.
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The table below sets forth the breakdown of our trade and notes receivables as of the dates

indicated.
As of
As of December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)
Trade receivables. ... ... ... 25,562 15,647 38,964 63,920
Notes receivables. ... ... ... - 100 - -
Less: allowance for
impairment. . ... ........ (645) (448) (708) (622)
Total . ... ............... 24,917 15,299 38,256 63,298

We seek to maintain strict control over our outstanding receivables and have a credit
control department to minimize credit risk. Overdue balances are reviewed regularly by our
senior management. We do not hold any collateral or other credit enhancements over our trade
receivable balances. The balances of trade receivables are non-interest-bearing. See note 21 to
“Appendix I — Accountants’ Report.”

Our trade and notes receivables decreased from RMB24.9 million as of December 31,
2021 to RMB15.3 million as of December 31, 2022, primarily due to the slight decrease in the
sales of our products in 2022 as we only began to offer assembly character toys in January
2022. Our trade and notes receivables increased from RMB15.3 million as of December 31,
2022 to RMB38.3 million as of December 31, 2023, and further to RMB63.3 million as of
June 30, 2024, primarily due to the expansion of our sales network and the sales growth of our
assembly character toys.

Aging Analysis and Impairment

The table below sets forth an aging analysis of our trade receivables as of the dates

indicated.

As of

As of December 31, June 30,

2021 2022 2023 2024
(in RMB thousands)

Within three months .. ... .. 22.812 14,114 36,428 62,635
Three to six months. . ... ... 1,563 692 1,600 477
Six to nine months . ....... 322 195 110 43
Nine months to one year . . .. 88 232 34 84
Over one year . ........... 132 66 84 59
Total . .................. 24,917 15,299 38,256 63,298
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As of December 31, 2021, 2022 and 2023 and June 30, 2024, our allowance for
impairment of trade receivables was RMBO0.6 million, RMB0.4 million, RMB0.7 million and
RMBO0.6 million, respectively. See note 21 to “Appendix I — Accountants’ Report.”

Turnover Days

The table below sets forth the turnover days of our trade and notes receivables for the
periods indicated.

Six
Months
Ended
Year Ended December 31, June 30,
2021 2022 2023 2024
Trade and notes receivables
turnover days'" ... ... ... 31 23 11 9

Note:

(1)  Trade receivables turnover days for each year/period equals the average of the beginning and ending
balances of trade and notes receivables for that year/period divided by revenue for that period and
multiplied by 365 days for the year ended December 31, and 182 days for the six months ended June 30.

Our trade and notes receivables turnover days decreased from 31 days in 2021 to 23 days
in 2022, and further decreased to 11 days in 2023 and 9 days in the six months ended June 30,
2024, primarily due to the high popularity of our assembly character toys among consumers,
which led to a larger portion of distributors making payment at or before delivery of our

products.

Subsequent Settlement

As of October 31, 2024, 98.2% of our total trade and notes receivables as of June 30,
2024, or RMB62.8 million, were settled.

Prepayments, Other Receivables and Other Current Assets

The current portion of our prepayments, other receivables and other current assets
primarily includes (i) value-added tax recoverable, (ii) prepayments for marketing and
promotion activities and prepaid license fees, (iii) deposits to various e-commerce and
online-payment platforms, and (iv) deferred [REDACTED] costs, which represent the portion
of [REDACTED] that is expected to be capitalized.
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The table below sets forth the breakdown of the current portion of our prepayments, other
receivables and other current assets as of the dates indicated.

As of
As of December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)

Value-added tax recoverable . 14,486 3,558 5,082 15,341

Prepayments . ............ 7,271 4,917 7,592 11,522

Deposits . ............... 1,556 1,534 1,573 1,992
Deferred [REDACTED]

COSES . . v [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Others .. ................ 1,217 1,447 1,014 1,736
Less: allowance for

impairment. . ........... (584) (555) (784) (1,172)
Total . .................. 23,946 10,901 14,477 37,686

The current portion of our prepayments, other receivables and other current assets
decreased from RMB23.9 million as of December 31, 2021 to RMB10.9 million as of
December 31, 2022, primarily due to a decrease in value-added tax recoverable of RMB10.9
million mainly due to timing differences in recognition of certain expenses. The current portion
of our prepayments, other receivables and other current assets increased from RMB10.9
million as of December 31, 2022 to RMB14.5 million as of December 31, 2023, primarily due
to the increase in prepayments to our suppliers as our business grew and an increase in
value-added tax recoverable. The current portion of our prepayment, other receivables and
other current assets increased from RMB14.5 million as of December 31, 2023 to RMB37.7
million as of June 30, 2024, primarily due to an increase in value-added tax recoverable and
the deferred [REDACTED] costs incurred as of June 30, 2024.

Subsequent Utilization

As of October 31, 2024, 65.7% of our current portion of prepayment, other receivables
and other current assets as of June 30, 2024, or RMB25.5 million, were utilized.
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Financial Assets at Fair Value through Profit or Loss

The table below sets forth our financial assets at fair value through profit or loss, which
were cash management products we purchased from reputable commercial banks in China, as
of the dates indicated.

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

(in RMB thousands)

Cash management products 272,785 1,251 1,251 -

Our cash management products were mandatorily classified as financial assets at fair
value through profit or loss as their contractual cash flows are not solely payments of principal
and interest. Our financial assets at fair value through profit or loss decreased from RMB272.8
million as of December 31, 2021 to RMB1.3 million as of December 31, 2022, as we redeemed
the cash management products to satisfy the capital needs for our Reorganization in 2022. We
redeemed all our cash management products in January 2024.

We form our portfolio of financial assets with the view of achieving (i) a relatively low
level of risk, (ii) good liquidity and (iii) an enhanced yield. Our investment decisions are made
on a case-by-case basis and after due and careful consideration of a number of factors,
including but not limited to our overall financial condition, market and investment conditions,
economic developments, investment cost, duration of investment, and the expected returns and
potential risks of such investment.

We have also established internal policy to safeguard our exposure to investment risks in
connection with the purchase of cash management products and structured deposits. Such
measures include: (i) our investment in financial assets shall be authorized and approved by our
financial department and our chief executive officer, (ii) our financial department is
responsible for ensuring that the financial assets are properly recorded in our financial
statements and monitoring the performance of our financial assets, and any significant or
adverse fluctuation in the financial assets shall be reported to our management in a timely
manner. Any proposed investment in financial assets which are not made in compliance with
our internal policy shall be subject to the approval from our Board.

After [REDACTED], we intend to continue our investments in the financial assets

strictly in accordance with our internal policies and measures and the requirements under
Chapter 14 of the Listing Rules.
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Trade and Notes Payables
Our trade and notes payables primarily comprise payables to our suppliers, mainly our
partner factories. Our trade and notes payables are non-interest bearing and normally settled on

terms of three to seven months.

The table below sets forth the breakdown of our trade and notes payables as of the dates

indicated.

As of

As of December 31, June 30,

2021 2022 2023 2024
(in RMB thousands)

Trade payables 73,873 101,623 198,871 371,963
Notes payables 19,006 16,910 60,800 142,742
Total 92,879 118,533 259,671 514,705

As of December 31, 2021, 2022 and 2023 and June 30, 2024, we recorded trade and notes
payables of RMB92.9 million, RMB118.5 million, RMB259.7 million, and RMB514.7 million.
Such continuous increase in our trade and notes payables during the Track Record Period was
primarily due to the continuous growth of our business.

Aging Analysis

The table below sets forth the breakdown of the aging analysis of the trade and notes

payables.

As of

As of December 31, June 30,

2021 2022 2023 2024
(in RMB thousands)

Within three months .. ... .. 62,653 62,484 169,638 332,736
Three to six months. . ... ... 29,827 54,770 85,613 156,156

Six months to one year . . . .. - 880 4,001 25,272
Overone year ............ 399 399 419 541
Total . .................. 92,879 118,533 259,671 514,705
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Turnover Days

The table below sets forth the turnover days for the trade and notes payables for the
periods indicated.

Six
Months
Ended
Year Ended December 31, June 30,
2021 2022 2023 2024
Trade and notes payables
turnover days'"” ... ... ... 176 191 149 143

Note:

(1)  Trade and notes payables turnover days for each year/period equals the average of the beginning and
ending balances of trade and notes payables for that year/period divided by cost of sales for that
year/period and multiplied by 365 days for the year ended December 31, and 182 days for the six months
ended June 30.

Our trade and notes payables turnover days increased from 176 days in 2021 to 191 days
in 2022, as we increased our procurement with our production partners in anticipation of a
strong sales of our assembly character toys. Our trade and notes payables turnover days
decreased from 191 days in 2022 to 149 days in 2023, and further to 143 days in the six months
ended June 30, 2024, primarily due to the shorter credit terms from one to three months from

certain of our new suppliers.

Subsequent Settlement

As of October 31, 2024, 59.3% of our total trade and notes payables as of June 30, 2024,
or RMB305.3 million, were settled.

Contract Liabilities

Our contract liabilities comprise (i) advances received from our customers, (ii) sales
rebates granted to our distributors for satisfaction of sales target as set out in the distribution
agreements, and (iii) customer loyalty program credits granted to our registered members
which could be used to offset future purchase price of our products subject to certain terms and
conditions. See “Business — Marketing and Consumer Engagement — Consumer
Engagement.” We typically require our customers to pay the consideration for their purchases
from us prior to the shipment of our products.
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The table below sets forth the breakdown of the contract liabilities as of the dates
indicated.

As of
As of December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)
Advances received from

customers. . ............ 4,215 6,945 22,281 19,521
Sales rebates . .. .......... 976 2,019 20,704 39,309
Customer loyalty program . . . 24,378 21,665 23,340 25,314
Total . .................. 29,569 30,629 66,325 84,144

Our contract liabilities remained relatively stable at RMB29.6 million and RMB30.6
million as of December 31, 2021 and 2022, respectively. Our contract liabilities increased from
RMB30.6 million as of December 31, 2022 to RMB66.3 million as of December 31, 2023,
primarily due to an increase in advances received from our distributors and sales rebates, which
in turn was mainly attributable to an increase in the sales volume of our products in line with
our business growth. Our contract liabilities increased from RMB66.3 million as of
December 31, 2023 to RMB84.1 million as of June 30, 2024, primarily due to an increase in
sales rebates, which was mostly attributable to a change in our rebate policy to customers.

Subsequent Recognition

As of October 31, 2024, 70.3% of our total contract liabilities as of June 30, 2024, or
RMB59.1 million, were recognized as revenue.

Other Payables and Accruals

The current portion of our other payables and accruals primarily comprises (i) accrued
expenses for marketing and promotion activities, procurement and various professional
services, (ii) salaries, compensations and benefits payables, (iii) payables for purchase of
non-current assets mainly for molds, (iv) tax payable other than corporate income tax, (v)
customer deposits, (vi) payables for acquisition of non-controlling interest equity, and (vii)
accrued [REDACTED].
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The table below sets forth the breakdown of our other payables and accruals as of the

dates indicated.

As of
As of December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)
Accrued expenses . ........ 79,352 70,825 55,703 38,886
Salaries and benefits
payables. .. ............ 23,020 21,852 33,782 33,659
Payables for purchase of non-
current assets . . .. ....... - 11,693 26,596 43,444
Tax payable other than
corporate income tax .. ... 3,562 4,615 17,704 18,213
[REDACTED] ........... [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Customer deposits . . ....... 1,719 2,084 4,140 4,924
Payables for acquisition of
non-controlling interest
equity. . .. .. ... - - 30,000 -
Others . ................. 1,645 1,586 1,448 111
Total . .................. 109,298 112,655 169,373 144,603

The current portion of our other payables and accruals remained relatively stable at
RMB109.3 million and RMB112.7 million as of December 31, 2021 and 2022, respectively.
The current portion of our other payables and accruals increased from RMB112.7 million as of
December 31, 2022 to RMB169.4 million as of December 31, 2023, primarily due to (i) an

increase in payables for acquisition of non-controlling interest equity from one of our

Shareholders of RMB30.0 million, and (ii) an increase in salaries, compensations and benefits

payables of RMB11.9 million attributable to an increase in the number of our employees in line

with our business growth. Our other payables and accruals decreased from RMB169.4 million
as of December 31, 2023 to RMB144.6 million as of June 30, 2024, primarily due to the
decrease in payables for the acquisition of non-controlling interest equity of RMB30.0 million.
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Amounts in Connection with the Reorganization

The table below sets forth the breakdown of the amounts in connection with the
reorganization as of the dates indicated.

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

(in RMB thousands)

Receivables in connection

with the Reorganization . . . 1,759,480 1,377,000 183,000 -
Payables in connection with
the Reorganization. ... ... 1,759,480 1,407,338 187,520 —

We underwent the Reorganization pursuant to which the Company became the holding
company and [REDACTED] entity of the Group. Pursuant to a series of agreements of
Reorganization, the then shareholders of Bloks Technology shall mirror their equity interests
as the shareholders of the Company, including Onshore Withdrawn Investors of RMB1,543.5
million, Yunfeng Warrant of RMB183.0 million and the Other Shareholders of RMB33.0
million, representing RMB1,759.5 million in total.

Payables in connection with the Reorganization represents the amount needs to be paid
by Bloks Technology to the relevant shareholders. Receivables in connection with the
Reorganization represents the amount needs to be received by the Company from the relevant
shareholders.

In August 2021, we entered into a reorganization agreement with our shareholders. Under
the agreement, Bloks Technology bought back from Onshore Withdrawn Investors a total of
RMB13,800,835 registered capital with total cash consideration of RMB1,726.5 million. In
September 2022, Bloks Technology issued registered capital of RMB311,345 to Gaintex with
a total consideration of RMB330,000. In November 2022, China Bloks purchased 100% of the
total equity interests in Bloks Technology from the then shareholders of Bloks Technology (the
“Other Shareholders”) with a cash consideration of RMB?33.0 million.

As part of the Reorganization, we issued 223,119,765 shares to the Onshore Withdrawn
Investors and/or their respective designated affiliates and the Other Shareholders of Bloks
Technology and raised gross proceeds of RMB1,759.2 million including RMB1,726.5 million
from the Onshore Withdrawn Investors and/or their respective designated affiliates and
RMB32.7 million from the Other Shareholders of Bloks Technology.
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The continuous decrease in the balances of receivables and payables in connection with
the Reorganization as of December 31, 2021, 2022 and 2023 was due to the subsequent
settlement of funds between us and the relevant shareholders. The Group repaid RMB183.0
million to the subscriber of Yunfeng Warrant in April 2024.

See “History, Development and Reorganization — Reorganization” and note 28 to the
“Appendix I — Accountants’ Report.”

Convertible Redeemable Preferred Shares

As of December 31, 2021, 2022 and 2023 and as of June 30, 2024, we had convertible
redeemable preferred shares of RMB1,382.9 million, RMB1,573.9 million, RMB1,848.0
million and RMB1,822.0 million, respectively. Our convertible redeemable preferred shares
were primarily related to the redemption right granted to [REDACTED] Investors in the
[REDACTED)] investments, which enables [REDACTED] Investors to redeem all or part of
their outstanding convertible redeemable preferred shares under circumstances as specified in
the shareholder’s agreement, and thus constitutes our redemption liability. We designate such
redemption liability to the convertible redeemable preferred shares as financial liabilities
measured as fair value through profit or loss. Changes in the fair value of the convertible
redeemable preferred shares were recorded as fair value changes on convertible redeemable
preferred shares in the consolidated statements of profit or loss, and the fair value was
determined using certain valuation techniques. The convertible redeemable preferred shares
will be reclassified from liabilities to equity as a result of the conversion of convertible
redeemable preferred shares into Ordinary Shares upon [REDACTED]. See notes 3 and 29 to
the “Appendix I — Accountants’ Report.”

CASH FLOWS

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

Six
Months
Ended
Year Ended December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)
Operating cash flows before
movements in working
capital . ......... ... ... (355,919) (208,964) 138,040 367,593
Changes in working capital . . 62,591 40,232 146,888 143,521
Income tax paid........... (5) (5) (36) (3,082)
Net cash flows (used in)/from
operating activities. . ... .. (293,333) (168,737) 284,892 508,032
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Six
Months
Ended
Year Ended December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)
Net cash flows (used in)/from
investing activities .. ... .. (230,683) 250,662 (43,269) (41,217)
Net cash flows from/(used in)
financing activities. . ... .. 579,432 31,475 (70,146) (273,014)
Net increase in cash and
cash equivalents . . ... ... 55,416 113,400 171,477 193,801
Cash and cash equivalents at
beginning of year/period . . 20,813 76,153 188,972 360,837
Effects of foreign exchange
rate changes, net ........ (76) (581) 388 (546)
Cash and cash equivalents
at end of year/period . . .. 76,153 188,972 360,837 554,092

Operating Activities

In the six months ended June 30, 2024, we had net cash generated from operating
activities of RMBS508.0 million, primarily due to our loss before tax of RMB202.8 million, as
adjusted for items mainly including (i) non-cash and non-operating items, primarily comprising
(a) fair value losses on convertible redeemable preferred shares of RMB157.0 million, and (b)
the share-based compensations of RMB374.7 million, and (ii) changes in working capital,
primarily comprising an increase in trade and notes payables of RMB255.0 million, which was

partially offset by an increase inventories of RMB76.0 million.

In 2023, we had net cash generated from operating activities of RMB284.9 million,
primarily due to our loss before tax of RMB189.8 million, as adjusted for items mainly
including (i) non-cash and non-operating items, primarily comprising fair value losses on
convertible redeemable preferred shares of RMB274.1 million, and (ii) changes in working
capital, primarily comprising (a) an increase in trade and notes payables of RMB141.1 million,
and (b) an increase in contract liabilities of RMB35.7 million, which was partially offset by an
increase in trade and notes receivables of RMB23.8 million.
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In 2022, we had net cash used in operating activities of RMB168.7 million, primarily due
to our loss before tax of RMB456.8 million, as adjusted for items mainly including (i) non-cash
and non-operating items, primarily comprising fair value losses on convertible redeemable
preferred shares of RMB191.0 million, and (ii) changes in working capital, primarily
comprising (a) an increase in trade and notes payables of RMB25.7 million, and (b) a decrease
in prepayments, other receivables and other current assets of RMB13.1 million, which was
partially offset by a decrease in other payables and accruals of RMB7.8 million.

In 2021, we had net cash used in operating activities of RMB293.3 million, primarily due
to our loss before tax of RMB563.8 million, as adjusted for items mainly including (i) non-cash
and non-operating items, primarily comprising (a) fair value losses on convertible redeemable
preferred shares of RMB144.2 million, (b) depreciation of right-of-use assets of RMB21.3
million, and (c) impairment of property, plant and equipment of RMB20.6 million, and (ii)
changes in working capital, primarily comprising an increase in other payables and accruals of
RMB64.0 million, which was partially offset by a decrease in trade and notes payables of
RMB13.0 million.

Investing Activities

In the six months ended June 30, 2024, we had net cash used in investing activities of
RMB41.2 million, primarily due to (i) purchase of items of property, plant and equipment of
RMB22.1 million, and (ii) purchase of items of intangible assets of RMB20.8 million.

In 2023, we had net cash used in investing activities of RMB43.3 million, primarily due
to (i) purchase of items of property, plant and equipment of RMB24.3 million, and (ii) purchase
of items of intangible assets of RMB19.0 million.

In 2022, we had net cash generated from investing activities of RMB250.7 million,
primarily due to the proceeds from the redemption of cash management products of RMB273.2
million, which was partially offset by purchases of items of property, plant and equipment of
RMB16.9 million.

In 2021, we had net cash used in investing activities of RMB230.7 million, primarily due
to the purchase of cash management products of RMB1,199.1 million, which was partially
offset by the proceeds from the redemption of cash management products of RMB1,000.0
million.
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Financing Activities

In the six months ended June 30, 2024, we had net cash used in financing activities of
RMB273.0 million, primarily due to (i) payment for termination of Yunfeng Warrant of
RMB183.0 million, (ii) acquisition of non-controlling interest equity of RMB32.4 million, and
(iii) repayment of amounts due to a related party of RMB25.9 million.

In 2023, we had net cash used in financing activities of RMB70.1 million, primarily due
to (i) the payment in connection with the Reorganization of RMB1,219.8 million, (ii)
repayment of bank borrowings of RMB889.2 million, (iii) lease payment of RMB19.3 million,
and (iv) repayment of amounts due to a related party of RMB19.0 million, which was partially
offset by (i) the proceeds from issuance of Preferred Shares of RMB1,194.0 million, and (ii)
the proceeds from bank borrowings of RMB884.2 million.

In 2022, we had net cash generated from financing activities of RMB31.5 million,
primarily due to (i) the proceeds from issuance of Preferred Shares of RMB350.6 million, and
(i) borrowings from a related party of RMB25.0 million, which was partially offset by (i) the
payment in connection with the Reorganization of RMB351.8 million, and (ii) lease payments
of RMB28.9 million.

In 2021, we had net cash generated from financing activities of RMB579.4 million,
primarily due to capital contribution from series A preferred shareholders of RMB600.0
million, which was partially offset by lease payments of RMB22.4 million. See “History,
Development and Reorganization — [REDACTED] Investments.”

INDEBTEDNESS

The table below sets forth the indebtedness as of the dates indicated.

As of As of
As of December 31, June 30, October 31,
2021 2022 2023 2024 2024
(in RMB thousands)
(unaudited)
Interest-bearing bank
borrowings . .......... - 5,000 - - -
Amounts due to related
parties .. ............ 18,735 44,694 25913 - -
Lease liabilities . . .. ... ... 45,405 23,268 56,931 46,266 62,498
Total. .. .............. 64,140 72,962 82,844 46,266 62,498
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Interest-bearing Bank Borrowings

As of December 31, 2022, we had unsecured bank borrowings of RMBS5.0 million with
fixed interests of 3.35%. Such bank loans were primarily used for general corporate purposes.
See note 26 to “Appendix I — Accountants’ Report.”

Amounts Due to Related Parties

The table below sets forth the amounts due to related parties as of the dates indicated.

As of As of
As of December 31, June 30, October 31,
2021 2022 2023 2024 2024

(in RMB thousands)
(unaudited)

Loan payables
Ningbo Shengteng
Investment Management

Partnership. . ... ... .. - 25,000 25,000 - -

Mr. Zhu Weisong . . ... .. 17,913 18,797 - - -
Wise Creation Investment

Limited . . .. ........ 822 897 913 - -

Total. .. .............. 18,735 44,694 25,913 - -

As of December 31, 2021, 2022 and 2023, we recorded amounts due to related parties as
loan payables of RMB18.7 million, RMB44.7 million and RMB25.9 million, respectively,
which were unsecured, interest-free and repayable on demand. Those loans were mainly used
for general corporate purposes and were of non-trade nature, which was fully repaid in April
2024.
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Lease Liabilities

The table below sets forth the lease liabilities as of the dates indicated.

As of As of
As of December 31, June 30, October 31,
2021 2022 2023 2024 2024
(in RMB thousands)
(unaudited)
Current
Lease liabilities . . .. ... ... 27,289 19,168 21,969 21,442 30,195
Non-current
Lease liabilities . . . .. ... .. 18,116 4,100 34,962 24,824 32,303
Total . .. .............. 45,405 23,268 56,931 46,266 62,498

Our lease liabilities decreased from RMB45.4 million as of December 31, 2021 to
RMB23.3 million as of December 31, 2022, as we made rental payments. Our lease liabilities
increased from RMB23.3 million as of December 31, 2022 to RMB56.9 million as of December
31, 2023, primarily due to the renewal of our office building lease in 2023. Our lease liabilities
decreased from RMB56.9 million as of December 31, 2023 to RMB46.3 million as of June 30,
2024, as we made rental payments. Our lease liabilities increased from RMB46.3 million as of
June 30, 2024 to RMB62.5 million as of October 31, 2024, primarily due to the additional
warehouses we leased.

Contingent Liabilities

As of December 31, 2021, 2022 and 2023 and as of June 30 and October 31, 2024, and
up to the Latest Practicable Date, we did not have any contingent liabilities.

Save as disclosed above, we did not have any bank and other loan, or any loan capital
issued and outstanding or agreed to be issued, bank overdraft, borrowing or similar
indebtedness, liabilities under acceptance (other than normal trade notes) or acceptance credits,
debentures, mortgages, charges, hire purchases or finance lease commitments, guarantees or
other material contingent liabilities as of the Latest Practicable Date for our indebtedness
statement. Our Directors confirm that as of the Latest Practicable Date, there was no breach of
any covenant during the Track Record Period and up to the Latest Practicable Date. Our
Directors further confirm that our Group did not experience any difficulty in obtaining bank
loans and other borrowings, default in payment of bank loans and other borrowings or breach
of covenants during the Track Record Period and up to the Latest Practicable Date. Our
Directors confirm that there has not been any material change in our indebtedness since
October 31, 2024 up to the date of this document.

-309 -



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

FINANCIAL INFORMATION

CAPITAL EXPENDITURE AND COMMITMENTS

Capital Expenditure

The table below sets forth the capital expenditure for the periods indicated.

Six

Months

Ended

Year Ended December 31, June 30,

2021 2022 2023 2024
(in RMB thousands)

Purchase of items of
property, plant and

equipment . ............ 23,852 16,889 24,311 22,068
Purchase of items of

intangible assets. ........ 7,815 5,700 19,030 20,762

Total capital expenditure. . . 31,667 22,589 43,341 42,830

During the Track Record Period, our capital expenditure was primarily for (i) the
purchase of items of property, plant and equipment, primarily including mold equipment, and
(i1) the purchase of items of intangible assets, primarily including licensed IPs.

Capital Commitments

The table below sets forth the capital commitments as of the dates indicated.

As of
As of December 31, June 30,
2021 2022 2023 2024
(in RMB thousands)
Mold equipment .......... - 2,497 453 16,941
Licensed IP.............. 6,738 5,618 4,585 39,294
Total .. ................. 6,738 8,115 5,038 56,235
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KEY FINANCIAL RATIOS

Six
Months
Ended/
As of
Year Ended/As of December 31, June 30,
2021 2022 2023 2024
Gross profit margin‘” ... ... ... . 37.4% 37.9% 47.3% 52.9%
Adjusted net margin
(non-IFRS measure)® ... ... .. (107.9)% (69.2)% 8.3% 27.9%
Current ratio® .. ......... ... . 1.1 1.0 0.9 1.1
Quick ratio™. . ... ... ... . ... 1.1 0.9 0.8 0.9
Notes:

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

(2)  Adjusted profit/(loss) for the year/period (a non-IFRS measure) divided by revenue for the year/period and
multiplied by 100%, which is a non-IFRS measure. See “— Non-IFRS Measure.”

(3)  Current ratio is calculated based on the total current assets divided by the total current liabilities as at the end
of the respective year/period.

(4)  Quick ratio is calculated as total current assets less inventories divided by the total current liabilities as at the
end of the respective year/period.

DISCLOSURE ABOUT FINANCIAL RISK

The main risks arising from our financial instruments are foreign currency risk, credit risk
and liquidity risk.

Foreign Currency Risk

We have transactional currency exposures. Such exposures arise from sales or purchases
by operating units in currencies other than the units’ functional currencies. In addition, we have
currency exposures from our cash and cash equivalent. Our management considers our
exposure to foreign currency risk not significant. See note 39 to “Appendix I — Accountants’
Report.”

Credit Risk
The carrying amounts of cash and cash equivalents, trade receivables, and financial assets

that are included in prepayments, other receivables and other current assets represent our
maximum exposure to credit risk in relation to our financial assets as of December 31, 2021,

- 311 -



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

FINANCIAL INFORMATION

2022 and 2023 and June 30, 2024. We classify financial instruments on the basis of shared
credit risk characteristics, such as instrument types and credit risk ratings for the purpose of
determining significant increases in credit risk and calculation of impairment. See note 39 to
“Appendix I — Accountants’ Report.”

Liquidity Risk

Liquidity risk is the risk that we will encounter difficulty in meeting financial obligations
due to shortage of funds. Our exposure to liquidity risk arises primarily from mismatches of
the maturities of financial assets and liabilities. Our objective is to maintain a balance for
continuity of funding to finance our working capital needs as well as capital expenditure. See
note 39 to “Appendix I — Accountants’ Report.”

Capital Management

The primary objectives of our capital management are to safeguard our ability to continue
as a going concern and to maintain healthy capital ratios in order to support our business and
maximize shareholders’ value.

We manage our capital structure and make adjustments to it in light of changes in
economic conditions and the risk characteristics of the underlying assets. To maintain or adjust
the capital structure, we may determine whether to make dividend payment to shareholders,
return capital to shareholders or issue new shares. We are not subject to any externally imposed
capital requirement. No change was made in the objectives, policies or processes for managing
capital during the years ended December 31, 2021, 2022 and 2023 and the six months ended
June 30, 2024.

We monitor our capital structure on the basis of certain financial ratio. See note 39 to
“Appendix I — Accountants’ Report.”

RELATED PARTY TRANSACTIONS

Related party transactions are set out in note 36 to “Appendix I — Accountants’ Report.”
Our Directors confirm that these transactions were conducted at arm’s length basis.

OFF-BALANCE SHEET ARRANGEMENTS

We have not entered into, nor do we expect to enter into, any off-balance sheet
arrangements. We also have not entered into any financial guarantees or other commitments to
guarantee the payment obligations of manufacturing partners. In addition, we have not entered
into any derivative contracts that are indexed to our equity interests and classified as owners’
equity. We do not have any variable interest in any unconsolidated entity that provides
financing, liquidity, market risk or credit support to us or engages in leasing or hedging or
research and development services with us.
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DIVIDEND POLICY

No dividends have been paid or declared by our Company during the Track Record
Period.

We are a holding company incorporated under the laws of the Cayman Islands. As a result,
we will rely to some extent on any dividends distributed by our PRC subsidiaries. Any dividend
distributions from our PRC subsidiaries to us will be subject to PRC withholding tax. In
addition, regulations in the PRC currently permit payment of dividends of a PRC company only
out of accumulated distributable after-tax profits as determined in accordance with its articles
of association and the accounting standards and regulations in the PRC. See “Risk Factors —
Risks Relating to Doing Business in China — We principally rely on dividends and other
distributions on equity paid by our PRC subsidiaries to fund any cash and financing
requirements we may have.”

Our Board has the discretion to pay interim dividends and to recommend to Shareholders
to pay final dividends. Any declaration and payment as well as the amount of dividends will
be subject to our Articles and the Cayman Companies Act. Under the Cayman Islands law, our
Company may pay a dividend out of either profit or share premium account, provided that in
no circumstances may a dividend be paid if this would result in our Company being unable to
pay its debts as they fall due in the ordinary course of business. As advised by our Cayman
Islands counsel, subject to the above, there is no restriction under the Cayman Islands law for
our Company to declare and pay a dividend despite our accumulated losses. A decision to
declare or to pay any dividends in the future, and the amount of any such dividends, will
depend on a number of factors, including our results of operations, cash flows, financial
condition, payments by our subsidiaries of cash dividends to us, business prospects, statutory,
regulatory and contractual restrictions on our declaration and payment of dividends and other
factors that our Board may consider important. We do not have a pre-determined dividend
payout ratio. There can be no assurance that dividends of any amount will be declared or
distributed in any year.

DISTRIBUTABLE RESERVE
As of June 30, 2024, the Company did not have any distributable reserves.
DISCLOSURE REQUIRED UNDER RULES 13.13 TO 13.19 OF THE LISTING RULES
Our Directors confirm that, as of the Latest Practicable Date, they were not aware of any

circumstances that would give rise to a disclosure requirement under Rules 13.13 to Rules
13.19 of the Listing Rules.
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UNAUDITED [REDACTED] FINANCIAL INFORMATION

The following unaudited [REDACTED] statement of adjusted consolidated net tangible
assets has been prepared in accordance with Rule 4.29 of the Listing Rules and with reference
to Accounting Guideline 7 Preparation of [REDACTED] Financial Information for Inclusion
in Investment Circulars issued by the Hong Kong Institute of Certified Public Accountants for
illustration purposes only, and is set out here to illustrate the effect of the [REDACTED] on
our consolidated net tangible assets attributable to owners of the parent as of June 30, 2024 as
if the [REDACTED] had taken place on June 30, 2024.

Our unaudited [REDACTED] statement of adjusted consolidated net tangible assets
attributable to owners of the parent has been prepared for illustrative purposes only and
because of its hypothetical nature, it may not give a true picture of the financial position of us
had the [REDACTED] been completed as of June 30, 2024 or at any future date. It is prepared
based on our consolidated net tangible assets as of June 30, 2024 as set out in the Accountants’
Report as set out in Appendix I to this document and adjusted as described below. The
unaudited [REDACTED] adjusted consolidated net tangible assets do not form part of the
Accountants’ Report as set out in Appendix I to this document.

Estimated impact Unaudited Unaudited
related to the  [REDACTED] [REDACTED]
Consolidated changes of terms adjusted adjusted
net tangible of convertible consolidated net consolidated net
assets/(liabilities) Estimated net redeemable  tangible assets tangible assets
attributable to [REDACTED] preferred  attributable to attributable to
owners of the from the shares upon  owners of the owners of the
parent [REDACTED] [REDACTED] parent  parent per share
(in RMB thousands) RMB HKS
(Note 1) (Note 2) (Note 3) (Note 4)  (Note 5)
Based on an [REDACTED] of
[REDACTED] per
[REDACTED] (1,507,512) [REDACTED] (REDACTED] (REDACTED]  REDACTED]  [REDACTED]
Based on an [REDACTED] of
[REDACTED] per
[REDACTED] (1,507,512) [REDACTED] (REDACTED] (REDACTED] ~ (REDACTED]  [REDACTED)]
Based on an [REDACTED] of
[REDACTED] per
[REDACTED] (1,507,512) [REDACTED] (REDACTED] (REDACTED] ~ REDACTED]  [REDACTED]

Notes:

(I)  Our consolidated net tangible liabilities attributable to owners of the parent as of June 30, 2024 was
equal to the net liabilities attributable to owners of the parent as at June 30, 2024 of RMB1,492.5 million
after deducting of other intangible assets of RMB15.1 million as at June 30, 2024 set out in the
Accountants’ Report in Appendix I to this document.
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(2)  The estimated net [REDACTED] from the [REDACTED] are based on estimated [REDACTED] of
[REDACTED] per [REDACTED], [REDACTED] per [REDACTED] and [REDACTED] per
[REDACTED], after deduction of the [REDACTED] and other related expenses payable by us
(excluding the [REDACTED] that have been charged to profit or loss during the Track Record Period)
and [REDACTED] shares expected to be [REDACTED] under the [REDACTED], taking no account
of any Shares which may be issued upon the exercise of the [REDACTED].

(3)  Upon the [REDACTED] and the completion of the [REDACTED], 39,582,875 convertible redeemable
preferred shares will be automatically converted into 39,582,875 Ordinary Shares. The convertible
redeemable preferred shares will then be transferred from liabilities to equity. Accordingly, for the
purpose of the unaudited [REDACTED] financial information, the unaudited [REDACTED] adjusted
net tangible assets attributable to owners of the parent will be increased by RMB1,822.0 million, the
carrying amount of the convertible redeemable preferred shares as at June 30, 2024.

(4)  The unaudited [REDACTED] adjusted consolidated net tangible assets per share is arrived at after
adjustments referred in preceding paragraph and on the basis of [REDACTED] Shares are in issue,
assuming that the conversion of Preferred Shares into the ordinary shares and the [REDACTED] has
been completed.

(5)  For the purpose of this unaudited [REDACTED] statement of adjusted net tangible assets attributable
to the owners of the parent, the balances stated in RMB are converted into HK$ at the rate of RMB1.00
to HK$1.08319.

(6)  No adjustment has been made to the unaudited [REDACTED] adjusted consolidated net tangible assets
attributable to owners of the parent to reflect any trading results or other transactions of us entered into
subsequent to June 30, 2024.

[REDACTED] EXPENSES

[REDACTED] expenses represent professional fees, [REDACTED], and fees incurred in
connection with the [REDACTED] and the [REDACTED]. Our [REDACTED] expenses are
estimated to be approximately [REDACTED] (including [REDACTED]) accounting for
[REDACTED] of the [REDACTED] of the [REDACTED] (assuming an [REDACTED] of
[REDACTED] per Share, being the mid-point of the [REDACTED] range stated in this
document, and no exercise of the [REDACTED]). Among our [REDACTED] expenses,
approximately [REDACTED] is directly attributable to the [REDACTED] and will be charged
to equity upon completion of the [REDACTED], and approximately [REDACTED] has been
or will be charged to our consolidated statements of profit or loss. The [REDACTED]
expenses we incurred in the Track Record Period and expect to incur would consist of
approximately [REDACTED] related expenses and fees (including but not limited to
[REDACTED])), approximately [REDACTED] expenses and fees of the Joint Sponsors, legal
advisors and reporting accountant and approximately [REDACTED] for other [REDACTED]
fees and expenses. During the Track Record Period, we incurred [REDACTED] of
[REDACTED] expenses, among which, [REDACTED] was included in prepayments, other
receivables and other current assets and will be subsequently charged to our equity upon
completion of the [REDACTED] and [REDACTED] was charged to our consolidated

statements of profit or loss.

The [REDACTED] expenses above are the latest practicable estimate for reference only,

and the actual amount may differ from this estimate.
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NO MATERIAL ADVERSE CHANGE

Save as disclosed in this document, our Directors confirmed that, as of the date of this
document, there has been no material adverse change in our financial position since June 30,
2024, and there has been no event since June 30, 2024 that would materially affect the
information as set out in the Accountants’ Report in Appendix I to this document. See
“Summary — Recent Development.”
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FUTURE PLANS

For a detailed description of our future plans, see “Business — Strategies.”

USE OF [REDACTED]

Assuming an [REDACTED] of [REDACTED] per [REDACTED] (being the midpoint
of the range of the [REDACTED)] stated in this document), we estimate that we will receive
net [REDACTED] of approximately [REDACTED] from the [REDACTED] after deducting
the [REDACTED] and other estimated expenses in connection with the [REDACTED]
(assuming the [REDACTED] is not exercised). We intend to use our [REDACTED] for the
purposes and in the amounts set forth below.

. Approximately [REDACTED], or [REDACTED], will be used to enhance our
research and development capabilities in relation to product design and
development. Our efficient research and development laid a solid foundation for our
product strength, and enabled us to obtain an extensive patent portfolio which
includes but not limited to patents related to our production techniques, toy
assembly structure and toy connecting mechanism. Having strong research and
development capabilities is therefore crucial to the future expansion of our product
offering. As of June 30, 2024, approximately 64% of our employees were engaged
in research and development, of which approximately 84% were focused on
product-related research and development functions. We follow a consumer-centric
research and development philosophy, with a particular focus on consumer feedback
and consumer experience, and we apply our consumer insights throughout the entire
process, from product design to launch. Going forward, we plan to continue to
strengthen and enhance our research and development capabilities in areas including
product conceptualization, toy mechanical design, commercialization planning and
production technologies such as multi-color molding techniques and packaging
automation, and recruit, retain and train talents for product research and
development. In particular, we plan to expand our research and development team
to include product design talents such as those who are experienced in toy or
relevant product structural design or proficient in various design software, and
product development talents such as those who are experienced in the development
of IP-based toys, as well as international talents that have a combination of
experiences in product research and development and overseas markets, so as to
better support our overseas business expansion. In particular, we plan to hire an
additional of approximately 400 research and development employees by 2027 with
competitive compensation package. See “Business — Strategies — Build a team of
high quality global talents.”

. Approximately [REDACTED], or [REDACTED], will be used to invest in core
production resources such as molds and our own scaled factories specializing in the
production of assembly character toys to implement our growth strategy of capturing
all demographics, all price segments and global consumers and to expand and
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optimize our production resources. See “Business — Strategies — Solidify our
leadership position in assembly character toys by continuously capturing growth
opportunities across all demographics, all price segments and global consumers.” In
particular:

o  Approximately [REDACTED], or [REDACTED], will be used to invest in
molds, a core production resource. Molds are essential and key tools for
producing the various standard and customized components of assembly
character toys. The quality of components and production efficiency largely
depend on molding accuracy and the technique, and our past capital
expenditure were mainly for molds. As such, we consider investment in molds
to be important in ensuring the high quality standard, consistency in quality
and consumer experience, efficiency of product launch and cost advantages of
our products. We plan to procure more molds (particularly molds with high
accuracy and multi-cavity molds), so as to satisfy the growing market demand
for our quality-for-money products brought by our business expansion.

0 Approximately [REDACTED], or [REDACTED], will be used to partially
fund the establishment of our own production capacity. Having our own
production capacity is important for us to solidify the efficiency and cost
advantages of scaled production. We plan to realize the best business and
financial returns with the optimal balance between the self-operated production
capacity and partner factories’ production capacity. Specifically, we seek to
achieve economies of scale efficiently by considering a range of factors related
to the potential self-operated factory, including cost, quality control,
production capacity, production delivery and logistics. We expect to complete
the self-operated factory by or around the end of 2026 with a designed capacity
of approximately nine million units per month. We will provide our self-
operated factory with advanced toy production equipment, and realize a high
degree of standardization and automation. Our own factories help establish our
own production capabilities for products, and would effectively complement

our partner factory network.

. Approximately [REDACTED], or [REDACTED], will be used to further enrich our
IP portfolio to carry out our growth strategies. See “Business — Strategies —
Solidify our leadership position in assembly character toys by continuously
capturing growth opportunities across all demographics, all price segments and
global consumers.” In particular:

o Character toy market is the largest segment of the global toy market by form,
which has a market size of RMB345.8 billion in 2023, and is expected to grow
at a CAGR of 9.3% from 2023 to 2028, much higher than the 1.2% CAGR of
non-character toy segment during the same period. Wide application of IPs is
one of the key factors driving the growth of character toy segment, particularly
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the assembly character toy segment. As assembly character toys can efficiently
commercialize the IPs with products covering wide demographics, price
segments and global consumers, IP proprietors are increasingly attracted to this
product category.

o  We plan to meet the needs of diverse consumers and fans and reach global
consumers across different age groups through in-house IP development and
extensive cooperation with proprietors of renowned IPs. In particular, we plan
to (i) continue to invest in content production relating to our self-developed
IPs, primarily in the form of animation, including for existing self-developed
IPs (Magic Blocks and Hero Infinity) and other potential self-developed IPs in
the future. Approximately [REDACTED], or [REDACTED], will be used in
this respect; (ii) strengthen our efforts in IP development through
collaboration, including jointly investing in IP contents to deepen cooperation
with selected proprietors of renowned IPs who are experienced in IP
development and commercialization. Through such joint investment, we aim to
establish and enhance strategic cooperation with IP proprietors and create and
develop IPs that we can use at more favorable commercial terms.
Approximately [REDACTED], or [REDACTED], will be used in this respect;
and (iii) solidify and expand our licensed IP portfolio by forming new licensing
arrangements for high quality and renowned IPs, as well as solidifying our
existing collaboration with proprietors of renowned IPs through extending the
license periods and expanding product categories and geographic coverage of
the IPs. Approximately [REDACTED], or [REDACTED], will be used in this
respect. We look for IPs that are widely popular and can potentially
complement our current product offering and further expand our target
consumer groups. Particularly, we take into account factors including
popularity, consumer preference, product adaptability and product offering
expansion potential when selecting IPs.

. Approximately [REDACTED], or [REDACTED], will be used for sales and
marketing efforts, especially content-driven marketing activities, to improve brand
recognition and product popularity. See “Business — Strategies — Solidify our
leadership position in assembly character toys by continuously capturing growth
opportunities across all demographics, all price segments and global consumers”
and “— Build a team of high quality global talents.” In particular:

0 Approximately [REDACTED], or [REDACTED], will be used for marketing
and promotion in China and overseas markets. We plan to establish and
enhance our overseas presence in the United States, European and Southeast
Asian countries such as Singapore, Malaysia, and Thailand. We plan to conduct
more content-driven online marketing activities to reach and maintain our large
base of consumers, fans and BFCs, thereby establishing a deeply resonant
brand image and capturing consumers’ mind. In addition, we plan to
continuously expand domestic and overseas distribution and direct sales
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channels and invest in sales network. For example, we plan to set up more
product display and promotion counters, host and participate in more model
and toy exhibitions, and strengthen collaboration with major e-commerce and
social media platforms. We also plan to open a few flagship stores in selected
major cities in the near future. Particularly, we plan to open one flagship store
in 2025 and two to four flagship stores in 2026 in selected first-tier cities.
These stores can serve as physical touchpoints where customers can experience
our products firsthand and provide immediate reactions and opinions.
Additionally, flagship stores create a space for building stronger relationships

with loyal customers, fostering a deeper sense of community.

o Approximately [REDACTED], or [REDACTED], will be used for expanding
the sales and marketing team and other purposes in relation to sales, marketing
and promotion. We plan to recruit and retain talents with experience in sales
and marketing, particularly those who have expertise in offline channel and
overseas market expansion, to support our further efficient expansion in China
(especially in lower-tier cities) and overseas in terms of number of retail
outlets and geographic coverage, so as to realize growth in the sales of our
diverse, quality-for-money and fun products in the global market. In particular,
we plan to hire at least an additional of 50 sales and marketing employees by
2025 with competitive compensation package.

. Approximately [REDACTED], or [REDACTED], will be used for working capital
and other general corporate purposes.

In the event that the [REDACTED] is set at the maximum [REDACTED] or the
minimum [REDACTED] of the indicative [REDACTED] range, the net [REDACTED] of the
[REDACTED] will increase or decrease by approximately [REDACTED], respectively. We
intend to apply the additional or reduced [REDACTED] to the above uses on a pro rata basis.

The additional net [REDACTED] that we would receive if the [REDACTED] was
exercised in full would be (i) [REDACTED] (assuming an [REDACTED] of [REDACTED]
per Share, being the maximum [REDACTED] of the indicative [REDACTED] range), (ii)
[REDACTED] (assuming an [REDACTED] of [REDACTED] per Share, being the mid-point
of the indicative [REDACTED] range) and (iii) [REDACTED] (assuming an [REDACTED]
of [REDACTED] per Share, being the minimum [REDACTED] of the indicative
[REDACTED] range). We intend to apply the additional net [REDACTED] to the above uses
on a pro rata basis.

To the extent that the net [REDACTED] of the [REDACTED] are not immediately used
for the above purposes or if we are unable to effect any part of our future development plans
as intended, we may hold such funds in short-term interest-bearing accounts at licensed
commercial banks and/or other authorized financial institutions (as defined under the
Securities and Futures Ordinance or applicable laws and regulations in other jurisdictions). In
such event, we will comply with the appropriate disclosure requirements under the Listing
Rules.
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The following is the text of a report received from the independent reporting
accountants, Ernst & Young, Certified Public Accountants, Hong Kong, prepared for the

purpose of incorporation in this document.

[To insert the firm’s letterhead]

ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF BLOKS GROUP LIMITED, GOLDMAN SACHS (ASIA) L.L.C. AND
HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED

Introduction

We report on the historical financial information of Bloks Group Limited (the
“Company”) and its subsidiaries (together, the “Group”) set out on pages [I-[4]] to [I-[88]],
which comprises the consolidated statements of profit or loss, statements of comprehensive
income, statements of changes in equity and statements of cash flows of the Group for each of
the years ended 31 December 2021, 2022 and 2023, and the six months ended 30 June 2024
(the “Relevant Periods”), and the consolidated statements of financial position of the Group
and the statements of financial position of the Company as at 31 December 2021, 2022 and
2023 and 30 June 2024, and material accounting policy information and other explanatory
information (together, the “Historical Financial Information”). The Historical Financial
Information set out on pages [I-[4]] to [I-[88]] forms an integral part of this report, which has
been prepared for inclusion in the document of the Company dated [date] (the “Document”)
in connection with the initial [REDACTED] of the shares of the Company on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

Directors’ responsibility for the Historical Financial Information

The directors of the Company are responsible for the presentation and preparation of the
Historical Financial Information that gives a true and fair view in accordance with the basis of
presentation and the basis of preparation set out in notes 2.1 and 2.2 to the Historical Financial
Information, respectively, and for such internal control as the directors determine is necessary
to enable the preparation of the Historical Financial Information that is free from material
misstatement, whether due to fraud or error.

Reporting accountants’ responsibility
Our responsibility is to express an opinion on the Historical Financial Information and to
report our opinion to you. We conducted our work in accordance with Hong Kong Standard on

Investment Circular Reporting Engagements 200 Accountants’ Reports on Historical Financial
Information in Investment Circulars issued by the Hong Kong Institute of Certified Public

11—



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

APPENDIX I ACCOUNTANTS’ REPORT

Accountants (“HKICPA”). This standard requires that we comply with ethical standards and
plan and perform our work to obtain reasonable assurance about whether the Historical
Financial Information is free from material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgement, including the assessment of risks of material misstatement
of the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of the Historical Financial Information that gives a true and fair view in accordance
with the basis of presentation and the basis of preparation set out in notes 2.1 and 2.2 to the
Historical Financial Information, respectively, in order to design procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Our work also included evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the Historical Financial
Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the
accountants’ report, a true and fair view of the financial position of the Group and the Company
as at 31 December 2021, 2022 and 2023 and 30 June 2024, and of the financial performance
and cash flows of the Group for each of the Relevant Periods in accordance with the basis of
presentation and the basis of preparation set out in notes 2.1 and 2.2 to the Historical Financial
Information, respectively.

Review of interim comparative financial information

We have reviewed the interim comparative financial information of the Group which
comprises the consolidated statements of profit or loss, statements of comprehensive income,
statements of changes in equity and statements of cash flows for the six months ended 30 June
2023 and other explanatory information (the “Interim Comparative Financial
Information”). The directors of the Company are responsible for the presentation and
preparation of the Interim Financial Information in accordance with the basis of presentation
and the basis of preparation set out in notes 2.1 and 2.2 to the Historical Financial Information,
respectively. Our responsibility is to express a conclusion on the Interim Financial Information
based on our review. We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 Review of Interim Financial Information Performed by the
Independent Auditor of the Entity issued by the HKICPA. A review consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an audit

12
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conducted in accordance with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion. Basedon our review,
nothing has come to our attention that causes us to believe that the Interim Financial
Information, for the purposes of the accountants’ report, is not prepared, in all material
respects, in accordance with the basis of presentation and the basis of preparation set out in
notes 2.1 and 2.2 to the Historical Financial Information, respectively.

Report on matters under the Rules Governing the Listing of Securities on the Stock
Exchange and the Companies (Winding Up and Miscellaneous Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying
Financial Statements as defined on page [I-[4]] have been made.

Dividends

We refer to note 13 to the Historical Financial Information which states that no dividends

have been paid by the Company in respect of the Relevant Periods.

(®]

Certified Public Accountants
Hong Kong

[Date]
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I HISTORICAL FINANCIAL INFORMATION

Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The financial statements of the Group for the Relevant Periods, on which the Historical
Financial Information is based, were audited by Ernst & Young in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) (the “Underlying Financial Statements”).

The Historical Financial Information is presented in Renminbi (“RMB”) and all values
are rounded to the nearest thousand (RMB’000) except when otherwise indicated.

i
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CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

Six months ended

Year ended 31 December 30 June
Notes 2021 2022 2023 2023 2024
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)
Revenue 5 329,772 325,574 876,686 309,939 1,046,203
Cost of sales (206,371)  (202,155)  (461,764)  (173,731)  (492,467)
Gross profit 123,401 123,419 414,922 136,208 553,736
Selling and distribution expenses (388,046) (232,885)  (189,280) (86,401)  (120,764)
Research and development expenses (83,016) (98,444) (94,657) (41,953) (76,016)
Administrative expenses (58,287) (51,002) (49,230) (22,009)  (403,946)
Other income, other gains
and losses, net 6 9,507 12,416 5,987 2,499 3,905
Other expenses 7 (20,938) (17,896) (695) (221) (1,241)
Reversal of/(Provision for)
impairment losses on
financial assets, net 669 226 (1,100) (389) (506)
Finance costs 8 (2,323) (1,574) (1,654) (1,323) (891)
Fair value changes on convertible
redeemable preferred shares 29 (144,201) (191,031) (274,132) (188,611) (157,033)
LOSS BEFORE TAX (563,834)  (456,771)  (189,839)  (202,260)  (202,756)
Income tax expense 12 56,981 34,066 (17,642) (528) (52,135)
LOSS FOR THE YEAR/PERIOD (500,853)  (422,705)  (207,481)  (202,788)  (254,891)
Attributable to:
Owners of the parent (502,594)  (419,886)  (206,100)  (201,866)  (257,894)
Non-controlling interests (4,259) (2,819) (1,381) (922) 3,003
(506,853)  (422,705)  (207,481)  (202,788)  (254,891)
LOSS PER SHARE
ATTRIBUTABLE TO
ORDINARY EQUITY
HOLDERS OF THE PARENT
Basic and diluted (RMB) 14 (3.31) (2.82) (1.38) (1.36) (1.73)
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB 000 RMB’000 RMB’000 RMB 000 RMB’000
(unaudited)
LOSS FOR THE YEAR/PERIOD (506,853) (422,705) (207,481) (202,788) (254,891)
OTHER COMPREHENSIVE
INCOME/(LOSS)
Other comprehensive income/(loss) that may
be reclassified to profit or loss in
subsequent periods:
Exchange differences on translation of
foreign operations (37) 4 (12) (36) 744
Other comprehensive income/(loss) that will
not be reclassified to profit or loss in
subsequent periods:
Exchange differences on translation of the
financial statements of the Company
and its subsidiaries other than those are
foreign operations* 354 (2,132) 90 (745) (1,305)
OTHER COMPREHENSIVE
INCOME/(LOSS) FOR THE
YEAR/PERIOD, NET OF TAX 317 (2,128) 78 (781) (561)
TOTAL COMPREHENSIVE
LOSS FOR THE YEAR/PERIOD (506,536) (424,833) (207,403) (203,569) (255,452)
Attributable to:
Owners of the parent (502,277) (422,014) (206,022) (202,647) (258,455)
Non-controlling interests (4,259) (2,819) (1,381) (922) 3,003
(506,536) (424,833) (207,403) (203,569) (255,452)

*

The Company and its subsidiaries whose activities are based or conducted in a country or currency same as

the Company are not foreign operations.
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

NON-CURRENT ASSETS

Property, plant and
equipment

Right-of-use assets

Intangible assets

Deferred tax assets

Prepayments, other
receivables and other
non-current assets

Total non-current assets

CURRENT ASSETS
Inventories
Trade and notes receivables

Prepayments, other
receivables and other
current assets

Financial assets at fair value
through profit or loss

Pledged deposits
Cash and cash equivalents

Receivables in connection
with the Reorganization

Total current assets

CURRENT LIABILITIES
Trade and notes payables

Interest-bearing bank
borrowings

Contract liabilities
Other payables and accruals
Tax payables

Amounts due to related
parties

Lease liabilities

Payables in connection with
the Reorganization

Total current liabilities

Notes

15
16(a)
17
19

22

20
21
22

18
23
23

28

24

26
27
25

36
16(b)

28

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000  RMB’000 RMB’000  RMB’000
11,146 22,785 47,672 73,328
44,146 27,238 58,442 49,357
4,832 4,319 5,773 15,050
187,212 221,283 203,795 160,850
6,871 6,531 14,718 11,951
254,207 282,156 330,400 310,536
69,769 61,208 76,294 151,334
24,917 15,299 38,256 63,298
23,946 10,901 14,477 37,686
272,785 1,251 1,251 -
4,719 9,064 8,141 8,587
76,153 188,972 360,837 554,092
1,759,480 1,377,000 183,000 -
2,231,769 1,663,695 682,256 814,997
92,879 118,533 259,671 514,705

- 5,000 — -

29,569 30,629 66,325 84,144
109,298 112,655 169,373 144,603
- - 118 6,228

18,735 44,694 25,913 -
27,289 19,168 21,969 21,442
1,759,480 1,407,338 187,520 -
2,037,250 1,738,017 730,889 771,122
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Notes

NET CURRENT
ASSETS/(LIABILITIES)

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT
LIABILITIES

Convertible redeemable
preferred shares 29

Lease liabilities 16(b)
Other payables and accruals 25

Total non-current liabilities

Net liabilities

EQUITY

Equity attributable to
owners of the parent

Share capital 30
Deficits 31

Non-controlling interests

Total equity

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
194,519 (74,322) (48,633) 43,875
448,726 207,834 281,767 354,411
1,382,853 1,573,884 1,848,016 1,822,049
18,116 4,100 34,962 24,824
6,376 6,965 7,083 -
1,407,345 1,584,949 1,890,061 1,846,873
(958,619) (1,377,115) (1,608,294) (1,492,462)
- 112 128 128
(950,528) (1,366,317) (1,606,385) (1,492,590)
(950,528) (1,366,205) (1,606,257) (1,492,462)
(8,091) (10,910) (2,037) -
(958,619) (1,377,115) (1,608,294) (1,492,462)
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

At 1 January 2021

Loss for the year

Other comprehensive
income for the year, net

of tax

Total comprehensive
income/(loss) for the year

Transactions with
non-controlling interests

Recognition of share-based
payment expenses

Redemption rights granted
to capital swap

At 31 December 2021

At 1 January 2022

Loss for the year

Other comprehensive loss
for the year, net of tax

Total comprehensive loss
for the year

Issue of shares

Recognition of share-based
payment expenses

At 31 December 2022

Attributable to owners of the parent

Share Non-
Share Share  option  Other Accumulated controlling Total
Notes  capital premium* reserve* reserve* losses* Total interests equity
RMB’000  RMB’000 RMB’000 RMB'000  RMB'000  RMB'000  RMB’000  RMB’000
- 917,000 8,851 79 (1,043,559)  (117,629) (4,465)  (122,094)
- - - - (502,594) (502,594 (4,259)  (506,853)
- - - 37 - 317 - 37
- - - 37 (502,594)  (502,277) (4,259)  (506,536)
35 - - - Ll67 - 1,167 633 1,800
32 - - 63063 - - 6,803 - 6,803
29 - (215,407) - (123,249 - (338,652) - (338,652
- 701,393 15,714 (121,682)  (1,546,153)  (950,528) (8,091)  (958,619)
- 701,393 15,714 (121,682)  (1,546,153)  (950,528) (8,001)  (958,619)
- - - - (419,886) (419,886 (2,819)  (422,705)
- - - (2,128 - (2,128) - (2,128)
- - - (2,128)  (419,886)  (422,014) (2,819) (424,833
112 (112) - - - - - -
32 - - 6337 - - 0,337 - 6,337
112 701481 22,051 (123,810)  (1,966,039) (1,366,205)  (10910) (1,377,115)
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At 1 January 2023
Loss for the year
Other comprehensive

income for the year, net

of tax

Total comprehensive

income/(loss) for the year

Issue of shares
Transaction with

non-controlling interests
Recognition of share-based

payment expenses

At 31 December 2023

At 1 January 2023
Loss for the period
(unaudited)

Other comprehensive loss

for the period, net of tax

(unaudited)

Total comprehensive loss
for the period (unaudited)

Issue of shares (unaudited)

Recognition of share-based

payment expenses
(unaudited)

At 30 June 2023
(unaudited)

Attributable to owners of the parent

Share Non-
Share Share  option  Other Accumulated controlling Total
Notes  capital premium* reserve* reserve* losses* Total interests equity
RMB’000  RMB’000 RMB’000 RMB'000  RMB'000  RMB'000  RMB’000  RMB’000
112 701481 22,051 (123,810)  (1,966,039) (1,366,205)  (10910) (1,377,115)
- - - - (206,100)  (206,100) (1,381)  (207,481)
- - - 78 - 78 - 78
- - - 78 (206,100)  (206,022) (1,381)  (207,403)
16 (16) - - - - - -
35 - - - (40,261) - (40,261) 10,254 (30,007)
32 - - 6231 - - 6,231 - 6,231
128 701,465 28282 (163,993)  (2,172,139) (1,606,257) (2,037) (1,608,294)
112 701481 22,051 (123,810)  (1,966,039) (1,366,205)  (10910) (1,377,115)
- - - - (201,866)  (201,866) (922)  (202,788)
- - - (781) - (781) - (781)
- - - (781)  (201,866) (202,647 (922)  (203,569)
16 (16) - - - - - -
32 - - 30 - - 3,07 - 3,071
128 701,465 25,122 (124,591)  (2,167,905) (1,565,781)  (11,832) (1,577,613)

-1-10 -
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Attributable to owners of the parent
Share Non-
Share Share option Other Accumulated controlling Total
Notes  capital premium*  reserve*  reserve* losses* Total interests equity
RMB’000  RMB’000 RMB'000  RMB’000  RMB’000  RMB'000 RMB’000 RMB'000
At 1 January 2024 128 701,465 28282  (163993)  (2,172,139) (1,606,257)  (2,037) (1,608,294)
Profit/(Loss) for the
period - - - - (257.894)  (257.894) 3,003 (254,891)
Other comprehensive
loss for the period,
net of tax - - - (561) - (561) - (561)
Total comprehensive
income/(loss) for the
period - - - (561) (257,894)  (258,455) 3,003 (255.452)
Transaction with non-
controlling interests 35 - - - (2,420) - (2,420) 20 (2,400
Recognition of share-
based payment
expenses 32 - - 374,670 - - 374,670 - 374,670
Others - - - - - - (986) (986)
At 30 June 2024 128 701,465 402,952  (166,974)  (2,430,033) (1,492,462) - (1,492,462)

* These reserve accounts comprised of deficits RMB950,528,000, RMB1,366,317,000, RMB1,606,385,000 and
RMB1,492,590,000 in the consolidated statements of financial position as at the end of each of the Relevant

Periods.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING
ACTIVITIES

Loss before tax
Adjustments for:
Deprepiation of property, plant and
equipment
Impah:ment of property, plant and
equipment
Depreciation of right-of-use assets
Amortisation of intangible assets
Impairment of inventories

Impairment/(reversal of
impairment) of trade receivables,
net

(Gain)/loss on disposal of items of
property, plant and equipment

Gain on early termination of leases

Fair value losses on convertible
redeemable preferred shares

Fair value changes of cash
management products

Share-based payment expenses
Finance costs
Others

Decrease/(increase) in inventories

Decrease/(increase) in trade and
notes receivables

Decrease/(increase) in prepayments,
other receivables and other assets

Decrease/(increase) in pledged
deposits

Increase/(decrease) in trade and notes
payables

Increase/(decrease) in other payables
and accruals

Increase in contract liabilities

Notes

15

15
16(a)
17

Co O

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

(563,834) (456,771) (189,839) (202,260) (202,756)
14,106 10,488 13,837 6,151 12,333
20,634 6,159 - - -
21,304 22,060 21,237 10,715 10,074

3,252 6,329 9,618 5,399 14,854
2,474 5,752 152 - 430
(149) (197) 871 59 58
107 (2) 22 (3) (270)
- - (77 (77 -
144,201 191,031 274,132 188,611 157,033
(6,680) (1,695) 27 (14) (2)
6,863 6,337 6,231 3,071 374,670
2,323 1,574 1,654 1,323 891
(520) (29) 229 330 278
(355,919) (208,964) 138,040 13,305 367,593
6,964 2,809 (15,238) 7,540 (76,024)
3,723 9,815 (23,828) (8,151) (27,705)
2,048 13,074 (3,610) (9,068) (25,938)
(4,719) (4,345) 923 917) (4406)
(12,995) 25,054 141,138 02,838 255,034
04,047 (7,835) 11,807 (8,909) 768
3,523 1,060 35,696 4,881 17,832
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Cash (used in)/from operations
Income tax paid

Net cash flows (used in)/from
operating activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Proceeds from disposal of items of
property, plant and equipment

Purchases of items of property,
plant and equipment

Purchases of items of intangible
assets

Purchase of financial assets at fair
value through profit or loss

Proceeds from disposal of financial
assets at fair value through profit
or loss

Net cash flows (used in)/from
investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Issue of ordinary shares

Proceeds from issuance of
Preferred Shares

Payment in connection with the
Reorganization in Chinese
Mainland

Payment for Warrant settlement
Lease payments

Proceeds from bank borrowings
Repayment of bank borrowings

Repayment of loan payable to a
third party

Borrowings from a related party

Capital contribution from series A
preferred shareholders

Capital contribution from a
non-controlling interest

Repayment of amounts due to related
parties

Notes

15

17

29

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

(293,328)  (168,732) 284,928 60,919 511,114
) ) (36) (8) (3,082)
(293,333)  (168,737) 284,892 60,911 508,032
85 22 45 32 360
(23852)  (16,889)  (24311)  (12,642)  (22,068)
(7,815) (5,700) (19,030) (3,701) (20,762)
(1,199,080) - (10,000) (10,000) -
999,979 273,229 10,027 10,014 1,253
(230,683) 250,662 (43,269) (16,297) (41,217
- 31,553 - - -
- 350,597 1,194,000 1,117,000 -
— (351812) (1219.818) (1,142,818) (4,520)
- - - - (183,000)
(22,368) (28,853) (19,300) (6,695) (12,545)
- 5,000 884,247 884,247 -
- - (889,247)  (889,247) -
- - - - (7,095)
- 25,000 - - -
600,000 - - - -
1,800 - - - -
- - (18,974) - (25,914)
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Six months ended

Year ended 31 December 30 June
Notes 2021 2022 2023 2023 2024
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(unaudited)
Acquisition of non-controlling
interest equity 35 - - - - (32,400)
[REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Interest paid - (10) (1,054) (937) -
Net cash flows from/(used in)
financing activities 579,432 31,475 (70,146) (38,450)  (273,014)
NET INCREASE IN CASH AND
CASH EQUIVALENTS 55,416 113,400 171,477 6,164 193,801
Cash and cash equivalents at
beginning of year/period 20,813 76,153 188,972 188,972 360,837
Effects of foreign exchange rate
changes, net (76) (581) 388 1) (546)
CASH AND CASH EQUIVALENTS
AT END OF YEAR/PERIOD 23 76,153 188,972 360,837 195,045 554,092
ANALYSIS OF BALANCES OF
CASH AND CASH
EQUIVALENTS
Cash and cash equivalents as stated
in the consolidated statements of
financial position and statements
of cash flows 76,153 188,972 360,837 195,045 554,092
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STATEMENTS OF FINANCIAL POSITION OF THE COMPANY

Notes

NON-CURRENT ASSETS
Investment in a subsidiary #

Total non-current assets

CURRENT ASSETS

Prepayments, other receivables and
other current assets 22

Receivables in connection with
the Reorganization 28

Cash and cash equivalents 23

Total current assets

CURRENT LIABILITIES
Other payables and accruals 25

Total current liabilities

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES

Convertible redeemable
preferred shares 29

Total non-current liabilities

Net assets/(liabilities)

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
1,774,864 1,781,201 1,787,432 1,802,794
1,774,864 1,781,201 1,787,432 1,802,794
- - 10,626 40,508
1,759,150 1,377,000 183,000 -
- 11,015 62,290 22,055
1,759,150 1,388,015 255,916 62,563
1,759,150 1,388,264 256,328 262,106
1,759,150 1,388,264 256,328 262,106
- (249) (412) (199,543)
1,774,864 1,780,952 1,787,020 1,603,251
1,382,853 1,573,884 1,848,016 1,822,049
1,382,853 1,573,884 1,848,016 1,822,049
392,011 207,068 (60,996) (218,798)
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As at
As at 31 December 30 June
Notes 2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
EQUITY
Share capital - 112 128 128
Reserves/(Deficits) 31 392,011 206,956 (61,124) (218,926)
Total equity 392,011 207,068 (60,996) (218,798)
* As at the end of each of the Relevant Periods, the Company has direct interest in Bloks Holding Limited, the
balances of the Company’s investment in a subsidiary are as follows:
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Investment, at cost 1,759,150 1,759,150 1,759,150 1,759,150
Investment arising from share-based
payment relating to intra-group
transactions 15,714 22,051 28,282 43,644
1,774,864 1,781,201 1,787,432 1,802,794
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II' NOTES TO THE HISTORICAL FINANCIAL INFORMATION
1. CORPORATE INFORMATION

Bloks Group Limited (the “Company”) was incorporated in the Cayman Islands on 28 July 2021 as an
exempted company with limited liability under the Companies Act (Cap. 22, Law 3 of 1961 as consolidated and
revised) of the Cayman Islands. The address of the Company’s registered office is Floor 4, Willow House, Cricket
Square, Grand Cayman KYI1-9010, Cayman Islands.

The Company is an investment holding company. The Company and its subsidiaries now comprising the Group
underwent the reorganization as set out in the paragraph headed “Reorganization” in the section headed “History,
Development and Reorganization” in the Document (the “Reorganization”). During the Relevant Periods, the
Company’s subsidiaries were principally engaged in the design, development and sales of toys.

As at the date of this report, the Company had direct and indirect interests in its subsidiaries, the principal
subsidiaries are as follows:

Percentage of

Place and date of Nominal value of . .
. . . . equity attributable
incorporation/ issued ordinary/
registration and registered share M Principal
Name place of operations capital Direct Indirect activities
Bloks Holding Limited (a) BVI USD50,000  100.00% — Investment holding
10 August 2021
China Bloks Holding Limited (a) Hong Kong HK$10,000 - 100.00% Investment holding
31 August 2021
Shanghai Bloks Technology Group  Shanghai, PRC RMB300,000,000 - 100.00% Design,
Co., Ltd.* (R B ARHLER 24 December 2014 development and
HBRAT) (b) sales of toys
Shanghai Bloks Bricks Technology ~ Shanghai, PRC RMB 100,000,000 - 100.00% Design,
Co., Ltd.* (L& TREARML 1 March 2019 development and
HBRAT) (b) sales of toys
Shanghai Puti Culture Shanghai, PRC RMB5,000,000 - 100.00% Sales of toys
Communication Limited* 27 July 2016
(LEHE UL A RA ) (a)
Shanghai Bloks Trading Limited* Shanghai, PRC RMB10,000,000 - 100.00% Sales of toys

(BB E S ERAF) (a) 1 September 2022

Notes:

(a)  No audited financial statements have been prepared for these entities for the years ended 31 December 2021,
2022 and 2023 and the six months ended 30 June 2024.

(b)  The statutory financial statements of these entities for the years ended 31 December 2021, 2022 and 2023
prepared in accordance with Accounting Standards for Business Enterprises were audited by Dahua Certified

Public Accountants LLP, certified public accountants registered in the PRC.

* The English names of the companies registered in the PRC represent the best efforts made by the management
of the Company to translate the Chinese names of these companies as no English names have been registered.
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2.1 BASIS OF PRESENTATION

The Historical Financial Information has been prepared on a going concern basis notwithstanding the Group
has recorded net liabilities of RMB1,492,462,000 as at 30 June 2024. There was RMB1,822,049,000 convertible
redeemable preferred shares recorded as non-current liabilities as at 30 June 2024. The original redemption right of
these convertible redeemable preferred shares was provided in the failure to consummate a Qualified [REDACTED]
by 30 June 2026 as repurchase event (as defined and detailed in Accountants’ Report, note 29). In addition, special
rights granted to convertible redeemable preferred shares have been terminated immediately before the submission
of the [REDACTED] for the [REDACTED] (the “[REDACTED]”) provided that the rights so terminated shall
resume in the event that the [REDACTED] is withdrawn or rejected by the Stock Exchange or the [REDACTED]
has not completed within 12 months after the [REDACTED], and all other special rights will be terminated
automatically upon the [REDACTED]. Therefore, such holders will not require the Company to redeem such
preferred shares within the next 12 months from 30 June 2024.

The directors are of the opinion that the Group will have sufficient working capital to meet its financial
liabilities and obligations as and when they fall due and to sustain its operations for the next 12 months.

Pursuant to the Reorganization, as more fully explained in the sub-section headed “History” in the section
headed “History, Development and Reorganization” in the Document, the Company was incorporated on 28 July 2021
and became the holding company of the companies now comprising the Group on 7 November 2022 after the
completion of reorganization.

The companies now comprising the Group were under the common control of the Controlling Shareholder
before and after the Reorganization. Accordingly, for the purpose of this report, the Historical Financial Information
has been prepared on a consolidated basis by applying the principles of merger accounting as if the Reorganization
had been completed on the date of the incorporation of the Company.

The consolidated statements of profit or loss, statements of comprehensive income, statements of changes in
equity and statements of cash flows of the Group for the Relevant Periods and the six months ended 30 June 2023
include the consolidated results and cash flows of the Company and its subsidiaries now comprising the Group as if
the current group structure had been in existence throughout the Relevant Periods. The consolidated statements of
financial position of the Group at the end of each of the Relevant Periods have been prepared to present the assets
and liabilities of the subsidiaries and/or businesses using the existing book values from the controlling shareholders’
perspective. No adjustments are made to reflect fair values or recognise any new assets or liabilities as a result of
the Reorganization.

Basis of consolidation

The Historical Financial Information includes the financial statements of the Company and its subsidiaries for
the Relevant Periods and the six months ended 30 June 2023. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and has the ability to affect those returns through its power
over the investee (i.e., existing rights that give the Group the current ability to direct the relevant activities of the
investee).

Generally, there is a presumption that a majority of voting rights results in control. When the Company has
less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts and
circumstances in assessing whether it has power over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee;

(b)  rights arising from other contractual arrangements; and

(c)  the Group’s voting rights and potential voting rights.
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The financial statements of the subsidiaries are prepared for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the parent
of the Group and to the non-controlling interests, even if this results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control described above. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities,
any non-controlling interest and the exchange fluctuation reserve; and recognises the fair value of any investment
retained and any resulting surplus or deficit in profit or loss. The Group’s share of components previously recognised
in other comprehensive income is reclassified to profit or loss or retained profits, as appropriate, on the same basis
as would be required if the Group had directly disposed of the related assets or liabilities.

As foreign investors were prohibited from holding legal ownership over certain licenses and permits held by
Shanghai Information Technology Co., Ltd. and its subsidiaries under the Special Management Measures (Negative
List) for the Access of Foreign Investment (2021 Version). A wholly-owned subsidiary of the Company, Shanghai
Bloks Technology Group Co., Ltd. has entered into a series of contractual arrangements (the “Contractual
Arrangements”) with Shanghai Information Technology Co., Ltd. and its subsidiaries (the “Consolidated Affiliated
Entity”) and its respective shareholders. The Contractual Arrangements enable Shanghai Bloks Technology Group
Co., Ltd. to exercise effective control over the Consolidated Affiliated Entity and obtain substantially all economic
benefits of the Consolidated Affiliated Entity. Accordingly, Consolidated Affiliated Entity was owned through
Contractual Arrangements, while, through the period of Contractual Arrangements, the Company regards the
Consolidated Affiliated Entity as indirect subsidiary and consolidated the assets, liabilities and results of operations
of the Consolidated Affiliated Entity in the financial statements of the Group. These entities were owned through
effective period of the Contractual Arrangements, which has been terminated on 31 March 2024.

All intra-group transactions and balances have been eliminated on consolidation.
2.2 BASIS OF PREPARATION

The Historical Financial Information has been prepared in accordance with International Financial Reporting
Standards (“IFRSs”) issued by the International Accounting Standards Board (“IASB”), which comprise all standards
and interpretations approved by the IASB.

All TFRSs effective for the accounting period commencing from 1 January 2024, including relevant transitional
provisions, have been early adopted by the Group in the preparation of the Historical Financial Information
throughout the Relevant Periods.

The Historical Financial Information has been prepared under the historical cost convention, except for

financial assets at fair value through profit or loss and convertible redeemable preferred shares, which have been
measured at fair value.
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs

The Group has not applied the following revised IFRSs, that have been issued but are not yet effective, in the
Historical Financial Information. The Group intends to apply these revised IFRSs, if applicable, when they become
effective.

Amendments to IFRS 10 Sale or Contribution of Assets between an Investor and its Associate or
and IAS 28 Joint Venture'

Amendments to IAS 21 Lack of Exchangeability’

IFRS 18 Presentation and Disclosure in Financial Statements’

IFRS 19 Subsidiaries without Public Accountability: Disclosures®

Amendments to IFRS 9 and Amendments to the Classification and Measurement of Financial
IFRS 7 Instruments®

Annual Improvements to IFRS  Amendments to:
Accounting Standards — IFRS 1 First-time Adoption of International Financial Reporting
Volume 11 Standards

IFRS 7 Financial Instruments: Disclosures Guidance on Implementing
IFRS 7 Financial Instruments: Disclosures

IFRS 9 Financial Instruments

IFRS 10 Consolidated Financial Statements

IAS 7 Statement of Cash Flows®*

No mandatory effective date yet determined but available for adoption
Effective for annual periods beginning on or after 1 January 2025
Effective for annual periods beginning on or after 1 January 2027
Effective for annual periods beginning on or after 1 January 2026

The application of 1IFRS 18 has no impact on the consolidated statements of financial position of the Group,
but has impact on presentation of the consolidated statements of profit or loss. Except for the IFRS 18, the directors
of the Company anticipate that the application of these amendments to IFRSs will have no material impact on the
Group’s financial performance and financial position in foreseeable future.

2.4 MATERIAL ACCOUNTING POLICIES
Fair value measurement

The Group measures its financial products at fair value through profit or loss and convertible redeemable
preferred shares at fair value at the end of each of the Relevant Periods. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either in the principal market for the asset or liability, or in the absence of a principal market,
in the most advantageous market for the asset or liability. The principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants act in their economic best
interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data

are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.
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All assets and liabilities for which fair value is measured or disclosed in the Historical Financial Information
are categorised within the fair value hierarchy, described as follows, based on the lowest level input that is significant
to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the lowest level input that is significant to the fair
value measurement is observable, either directly or indirectly

Level 3 - based on valuation techniques for which the lowest level input that is significant to the fair

value measurement is unobservable

For assets and liabilities that are recognised in the Historical Financial Information on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of each of
the Relevant Periods.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other
than inventories, deferred tax assets and financial assets), the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-generating unit’s value in use and its fair value less costs of
disposal, and is determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which case the recoverable amount is determined for
the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. An
impairment loss is charged to profit or loss in the period in which it arises in those expense categories consistent with
the function of the impaired asset.

An assessment is made at the end of each of the Relevant Periods as to whether there is an indication that
previously recognised impairment losses may no longer exist or may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised impairment loss of an asset other than goodwill is reversed
only if there has been a change in the estimates used to determine the recoverable amount of that asset, but not to
an amount higher than the carrying amount that would have been determined (net of any depreciation/amortisation)
had no impairment loss been recognised for the asset in prior years. A reversal of such an impairment loss is credited
to profit or loss in the period in which it arises.

Related parties
A party is considered to be related to the Group if:
(a)  the party is a person or a close member of that person’s family and that person
@) has control or joint control over the Group;
(ii)  has significant influence over the Group; or
(iii) is a member of the key management personnel of the Group or of a parent of the Group;
or
(b)  the party is an entity where any of the following conditions applies:

@) the entity and the Group are members of the same group;

(i)  one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of the same third party;
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(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for the benefit of employees of either the Group or
an entity related to the Group; and the sponsoring employers of the post-employment benefit plan;

(vi) the entity is controlled or jointly controlled by a person identified in (a);

(vii) a person identified in (a)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part, provides key management personnel
services to the Group or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item of property, plant and equipment comprises its purchase
price and any directly attributable costs of bringing the asset to its working condition and location for its intended
use.

Expenditure incurred after items of property, plant and equipment have been put into operation, such as repairs
and maintenance, is normally charged to profit or loss in the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major inspection is capitalized in the carrying amount of the
asset as a replacement. Where significant parts of property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets with specific useful lives and depreciates them
accordingly.

Depreciation of property, plant and equipment is calculated using the straight-line method to allocate their cost
to their residual values over their estimated useful lives as follows:

Category Estimated useful lives
Electronic equipment 3 years
Mold equipment 3 years
Furniture 2 to 5 years
Transportation equipment 4 years
Leasehold improvements Over the shorter of lease terms

and estimated useful lives

Residual values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least
at the end of each of the Relevant Periods.

An item of property, plant and equipment including any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss on disposal
or retirement recognised in profit or loss in the year the asset is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

Intangible assets (other than goodwill)

Intangible assets mainly include licensed intellectual property (“IP”), sponsorship and software. They are
initially recognised and measured at cost. Intangible assets with finite lives are subsequently amortised when ready
for use and on the straight-line basis over the useful economic life and assessed for impairment whenever there is
an indication that the intangible asset may be impaired.

Licensed intellectual property (“Licensed IP”)
License rights are stated at historical cost less accumulated amortisation and accumulated impairment losses.
The historical costs of license rights are measured at the present values of the fixed minimum payments at the date

of purchase of the respective license rights. Variable consideration in relation to license rights that depend on sales
or production is recognised in profit or loss in the period in which the condition that triggers those payments occurs.
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The useful lives of items of the licensed IP are determined based on shorter of the expected lifecycle of the
items of IP, and the contractual term of the respective license agreements, during which such assets can bring
economic benefits to the Group.

Amortisation methods and periods

The Group amortises intangible assets with a limited useful life using the straight-line method over the
following periods:

Category Estimated useful lives
Licensed IP 1 to 3 years
Sponsorship 2 years
Software 3 to 10 years

Research and development expenses

All research costs are charged to the statements of profit or loss as incurred. Expenditure incurred on projects
to develop new products is capitalised and deferred only when the Group can demonstrate the technical feasibility
of completing the intangible asset so that it will be available for use or sale, its intention to complete and its ability
to use or sell the asset, how the asset will generate future economic benefits, the availability of resources to complete
the project and the ability to measure reliably the expenditure during the development. Product development
expenditure which does not meet these criteria is expensed when incurred.

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases
and leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

(a)  Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less accumulated depreciation and any
impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at
or before the commencement date less any lease incentives received. Right-of-use assets are depreciated on a
straight-line basis over the shorter of the lease terms and the estimated useful lives of the assets as follows:

Properties 1 to 3 years

If ownership of the leased asset transfers to the Group by the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

(b)  Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance
fixed payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate,
and amounts expected to be paid under residual value guarantees. The lease payments also include the exercise
price of a purchase option reasonably certain to be exercised by the Group and payments of penalties for
termination of a lease, if the lease term reflects the Group exercising the option to terminate the lease. The
variable lease payments that do not depend on an index or a rate are recognised as an expense in the period
in which the event or condition that triggers the payment occurs.

-1-23 -



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

APPENDIX I ACCOUNTANTS’ REPORT

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in lease payments (e.g., a change to future lease payments
resulting from a change in an index or rate) or a change in assessment of an option to purchase the underlying
asset.

(c) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of office premises
(that is those leases that have a lease term of 12 months or less from the commencement date and do not contain
a purchase option). It also applies the recognition exemption for leases of low-value assets to leases that are
considered to be of low value.

Lease payments on short-term leases and leases of low-value assets are recognised as an expense on a
straight-line basis over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or when there is a lease modification) each
of its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of
an asset are classified as operating leases. When a contract contains lease and non-lease components, the Group
allocates the consideration in the contract to each component on a relative stand-alone selling price basis. Rental
income is accounted for on a straight-line basis over the lease terms and is included in other income in the statement
of profit or loss due to its operating nature. Initial direct costs incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset and recognised over the lease term on the same basis as rental
income. Contingent rents are recognised as revenue in the period in which they are earned.

Leases that transfer substantially all the risks and rewards incidental to ownership of an underlying asset to
the lessee are accounted for as finance leases.

When the Group is an intermediate lessor, a sublease is classified as a finance lease or operating lease with
reference to the right-of-use asset arising from the head lease. If the head lease is a short-term lease to which the
Group applies the on-balance sheet recognition exemption, the Group classifies the sublease as an operating lease.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value
through other comprehensive income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash
flow characteristics and the Group’s business model for managing them. With the exception of trade receivables that
do not contain a significant financing component or for which the Group has applied the practical expedient of not
adjusting the effect of a significant financing component, the Group initially measures a financial asset at its fair
value plus in the case of a financial asset not at fair value through profit or loss, transaction costs. Trade receivables
that do not contain a significant financing component or for which the Group has applied the practical expedient are
measured at the transaction price determined under IFRS 15 in accordance with the policies set out for “Revenue
recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows that are solely payments of principal and interest (“SPPI”)
on the principal amount outstanding. Financial assets with cash flows that are not SPPI are classified and measured
at fair value through profit or loss, irrespective of the business model.
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The Group’s business model for managing financial assets refers to how it manages its financial assets in order
to generate cash flows. The business model determines whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial assets classified and measured at amortised cost are held
within a business model with the objective to hold financial assets in order to collect contractual cash flows, while
financial assets classified and measured at fair value through other comprehensive income are held within a business
model with the objective of both holding to collect contractual cash flows and selling. Financial assets which are not
held within the aforementioned business models are classified and measured at fair value through profit or loss.

Purchases or sales of financial assets that require delivery of assets within the period generally established by
regulation or convention in the marketplace are recognised on the trade date, that is, the date that the Group commits
to purchase or sell the asset.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest method and are
subject to impairment. Gains and losses are recognised in the statements of profit or loss when the asset is
derecognised, modified or impaired.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the statements of financial position at
fair value with net changes in fair value recognised in the statements of profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets)
is primarily derecognised (i.e., removed from the Group’s consolidated statements of financial position) when:

. the rights to receive cash flows from the asset have expired; or

. the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risk and rewards of ownership of the asset. When
it has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred control of
the asset, the Group continues to recognise the transferred asset to the extent of the Group’s continuing involvement.
In that case, the Group also recognises an associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs”) for all debt instruments not held at fair
value through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Group expects to receive, discounted at an approximation of the
original effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or
other credit enhancements that are integral to the contractual terms.
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General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase
in credit risk since initial recognition, ECLs are provided for credit losses that result from default events that are
possible within the next 12 months (a 12-month ECL). For those credit exposures for which there has been a
significant increase in credit risk since initial recognition, a loss allowance is required for credit losses expected over
the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased
significantly since initial recognition. When making the assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers reasonable and supportable information that is available
without undue cost or effort, including historical and forward-looking information.

The Group may consider a financial asset to be in default when internal or external information indicates that
the Group is unlikely to receive the outstanding contractual amounts in full before taking into account any credit
enhancements held by the Group. A financial asset is written off when there is no reasonable expectation of
recovering the contractual cash flows.

Financial assets at amortised cost are subject to impairment under the general approach and they are classified
within the following stages for measurement of ECLs except for trade receivables and contract assets which apply
the simplified approach as detailed below.

Stage 1 - Financial instruments for which credit risk has not increased significantly since initial
recognition and for which the loss allowance is measured at an amount equal to 12-month
ECLs

Stage 2 - Financial instruments for which credit risk has increased significantly since initial

recognition but that are not credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime ECLs

Stage 3 - Financial assets that are credit-impaired at the reporting date (but that are not purchased or
originated credit-impaired) and for which the loss allowance is measured at an amount
equal to lifetime ECLs

Simplified approach

For trade receivables that do not contain a significant financing component or when the Group applies the
practical expedient of not adjusting the effect of a significant financing component, the Group applies the simplified
approach in calculating ECLs. Under the simplified approach, the Group does not track changes in credit risk, but
instead recognises a loss allowance based on lifetime ECLs at each reporting date. The Group has established a
provision matrix that is based on its historical credit loss experience, adjusted for forward looking factors specific
to the debtors and the economic environment.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as convertible redeemable preferred shares, loans and
borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group’s financial liabilities include trade and notes payables, other payables and accruals, amounts due
to related parties, convertible redeemable preferred shares and interest-bearing bank borrowings.
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Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:
Financial liabilities at amortised cost (trade and other payables, and borrowings)

After initial recognition, trade and other payables, and interest-bearing borrowings are subsequently measured
at amortised cost, using the effective interest rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised in the statements of profit or loss when the
liabilities are derecognised as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The effective interest rate amortisation is included in finance
costs in the statements of profit or loss.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities designated upon initial
recognition as at fair value through profit or loss. The convertible redeemable preferred shares issued by the Company
were designated upon initial recognition at fair value through profit or loss. They are initially recognised at fair value.
Any directly attributable transaction costs are recognised as finance costs in profit or loss. Gains or losses on the
convertible redeemable preferred shares are recognised in the statements of profit or loss, except for the gains or
losses arising from the Company’s own credit risk which are presented in other comprehensive income with no
subsequent reclassification to the statements of profit or loss. The net fair value gain or loss recognised in the
statements of profit or loss does not include any interest charged on these financial liabilities.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or
expires.

When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated as
a derecognition of the original liability and a recognition of a new liability, and the difference between the respective
carrying amounts is recognised in profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the weighted average
cost basis. Net realisable value is based on estimated selling prices less any estimated costs to be incurred to
completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statements of cash flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid investments that are readily convertible into known amounts of
cash, are subject to an insignificant risk of changes in value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are repayable on demand and form an integral part of the Group’s
cash management.

For the purpose of the consolidated statements of financial position, cash and cash equivalents comprise cash
on hand and at banks, including short-term deposits, and assets similar in nature to cash, which are not restricted as
to use.

Provisions
A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past event

and it is probable that a future outflow of resources will be required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.
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When the effect of discounting is material, the amount recognised for a provision is the present value at the
end of Relevant Periods and the six months ended 30 June 2023 of the future expenditures expected to be required
to settle the obligation. The increase in the discounted present value amount arising from the passage of time is
included in finance costs in the statements of profit or loss.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of
Relevant Periods and the six months ended 30 June 2023, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of Relevant Periods
and the six months ended 30 June 2023 between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

. when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in
a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss and does not give rise to equal taxable and deductible
temporary differences; and

. in respect of taxable temporary differences associated with investments in subsidiaries, when the timing
of the reversal of the temporary differences can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences, and the carryforward of unused tax credits and
unused tax losses can be utilised, except:

. when the deferred tax asset relating to the deductible temporary differences arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss and does not give rise
to equal taxable and deductible temporary differences; and

. in respect of deductible temporary differences associated with investments in subsidiaries, deferred tax
assets are only recognised to the extent that it is probable that the temporary differences will reverse in
the foreseeable future and taxable profit will be available against which the temporary differences can
be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each of the Relevant Periods and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each of the Relevant
Periods and are recognised to the extent that it has become probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the end of Relevant Periods and the six months ended 30 June 2023.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable right
to set off current tax assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different taxable entities which
intend either to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities or assets are expected
to be settled or recovered.
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Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be
received and all attaching conditions will be complied with. When the grant relates to an expense item, it is
recognised as income on a systematic basis over the periods that the costs, for which it is intended to compensate,
are expensed.

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred to the
customers at an amount that reflects the consideration to which the Group expects to be entitled in exchange for those
goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is estimated to
which the Group will be entitled in exchange for transferring the goods or services to the customer. The variable
consideration is estimated at contract inception and constrained until it is highly probable that a significant revenue
reversal in the amount of cumulative revenue recognised will not occur when the associated uncertainty with the
variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer with a significant benefit of
financing the transfer of goods or services to the customer for more than one year, revenue is measured at the present
value of the amount receivable, discounted using the discount rate that would be reflected in a separate financing
transaction between the Group and the customer at contract inception. When the contract contains a financing
component which provides the Group with a significant financial benefit for more than one year, revenue recognised
under the contract includes the interest expense accreted on the contract liability under the effective interest method.
For a contract where the period between the payment by the customer and the transfer of the promised goods or
services is one year or less, the transaction price is not adjusted for the effects of a significant financing component,
using the practical expedient in IFRS 15.

(a)  Sale of goods

Revenue from the sale of goods is recognised at the point in time when control of the assets is
transferred to the customer, generally on receipt of the goods by customer or upon the confirmation from
customer. For consignment sales, the consignment sales partners obtain goods from the Group at the same time
when they complete the sales transaction with end-customers. Revenue is recognised upon sales to
end-consumers from consignment sales partners.

(b)  Rights of return

For contracts which provide a customer with a right to return the goods within a specified period, the
expected value method is used to estimate the goods that will not be returned because this method best predicts
the amount of variable consideration to which the Group will be entitled. The requirements in IFRS 15 on
constraining estimates of variable consideration are applied in order to determine the amount of variable
consideration that can be included in the transaction price. For goods that are expected to be returned, instead
of revenue, a liability is recognised. A right-of-return asset (and the corresponding adjustment to cost of sales)
is also recognised for the right to recover products from a customer.

(c) Variable consideration: volume-based rebates

Retrospective volume rebates may be provided to certain customers once the quantity of products
purchased during the period exceeds a threshold specified in the contract. Rebates are offset against the
amounts payable by the customer. To estimate the variable consideration for the expected future rebates, the
most likely amount method is used for contracts with a single-volume threshold. The selected method that best
predicts the amount of variable consideration is primarily driven by the number of volume thresholds contained
in the contract. The requirements on constraining estimates of variable consideration are applied and a liability
for the expected future rebates is recognised.
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(d)  Customer loyalty programme

The Group operates a loyalty programme where retail and online customers accumulate points for
purchases made which entitle them to discounts on future purchases. A contract liability for the award points
is recognised at the time of the sale. Revenue from the award points is recognised when the points are
redeemed or expired.

Revenue from other sources

Other non-toy revenue associated with our self-developed IPs is recognized when the customer simultaneously
receives and consumes the benefits provided by the Group.

Other income

Interest income is recognised on an accrual basis using the effective interest method by applying the rate that
exactly discounts the estimated future cash receipts over the expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount of the financial asset.

Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever is earlier) from
a customer before the Group transfers the related goods or services. Contract liabilities are recognised as revenue
when the Group performs under the contract (i.e., transfers control of the related goods or services to the customer).

Other employee benefits
Pension scheme

The employees of the Group’s subsidiaries which operate in Chinese Mainland are required to participate in
a central pension scheme operated by the local municipal government. The subsidiaries operating in Chinese
Mainland are required to contribute a certain percentage of their payroll costs to the central pension scheme. The
contributions are charged to profit or loss as they become payable in accordance with the rules of the central pension
scheme.

Housing fund and other social insurances

The Group has participated in defined social security contribution schemes for its employees pursuant to the
relevant laws and regulations of the PRC. These include housing fund, basic medical insurance, unemployment
insurance, injury insurance and maternity insurance. The Group makes monthly contributions to the housing fund and
other social insurances. The contributions are charged to profit or loss on an accrual basis. The Group has no further
obligations beyond the contributions made.

Borrowing costs

All borrowing costs are expensed in the period in which they are incurred. Borrowing costs consist of interest
and other costs that an entity incurs in connection with the borrowing of funds.

Share-based payments

The Company operates a share award scheme. Employees (including directors) of the Group receive
remuneration in the form of share-based payments, whereby employees (including directors) and consultants render
services in exchange for equity instruments (“equity-settled transactions”). The cost of equity-settled transactions
with employees is measured by reference to the fair values of the Group’s shares at the grant date, further details of
which are given in note 32 to the Historical Financial Information.

The cost of equity-settled transactions is recognised in employee benefit expense or the expenses for the
services provided by the consultants, together with a corresponding increase in equity, over the period in which the
performance and/or service conditions are fulfilled. The cumulative expense recognised for equity-settled
transactions at the end of each of the Relevant Periods and the six months ended 30 June 2023 until the vesting date
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reflects the extent to which the vesting period has expired and the Group’s best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to profit or loss for a period represents the movement in
the cumulative expense recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the grant date
fair value of awards, but the likelihood of the conditions being met is assessed as part of the Group’s best estimate
of the number of equity instruments that will ultimately vest. Market performance conditions are reflected within the
grant date fair value. Any other conditions attached to an award, but without an associated service requirement, are
considered to be non-vesting conditions. Non-vesting conditions are reflected in the fair value of an award and lead
to an immediate expensing of an award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have not
been met, no expense is recognised. Where awards include a market or non-vesting condition, the transactions are
treated as vesting irrespective of whether the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the
terms had not been modified, if the original terms of the award are met. In addition, an expense is recognised for any
modification that increases the total fair value of the share-based payments, or is otherwise beneficial to the employee
as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised immediately. This includes any award where non-vesting
conditions within the control of either the Group or the employee are not met. However, if a new award is substituted
for the cancelled award, and is designated as a replacement award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification of the original award, as described in the previous paragraph.

Foreign currencies

The Historical Financial Information is presented in RMB, which is different from the Company’s functional
currency, the USD. As the major assets of the Group are derived from operations in Chinese Mainland, RMB is
chosen as the presentation currency to present the Historical Financial Information. Each entity in the Group
determines its own functional currency and items included in the financial statements of each entity are measured
using that functional currency. Foreign currency transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates prevailing at the dates of the transactions. Monetary assets
and liabilities denominated in foreign currencies are translated at the functional currency rates of exchange ruling at
the end of the each of the Relevant Periods and the six months ended 30 June 2023. Differences arising on settlement
or translation of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value is treated in line with the recognition of the gain or loss
on change in fair value of the item (i.e., translation difference on the item whose fair value gain or loss is recognised
in other comprehensive income or profit or loss is also recognised in other comprehensive income or profit or loss,
respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income on the
derecognition of a non-monetary asset or non-monetary liability relating to an advance consideration, the date of
initial transaction is the date on which the Group initially recognises the non-monetary asset or non-monetary liability
arising from the advance consideration. If there are multiple payments or receipts in advance, the Group determines
the transaction date for each payment or receipt of the advance consideration.

The functional currencies of certain overseas subsidiaries are currencies other than RMB. As at the end of the
reporting period, the assets and liabilities of these entities are translated into RMB at the exchange rates prevailing
at the end of the reporting period and their statements of profit or loss are translated into RMB at the exchange rates
that approximate to those prevailing at the dates of the transactions.
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The resulting exchange differences are recognised in other comprehensive income and accumulated in the
exchange fluctuation reserve, except to the extent that the differences are attributable to non-controlling interests. On
disposal of a foreign operation, the cumulative amount in the reserve relating to that particular foreign operation is
recognised in profit or loss.

3. SIGNIFICANT ACCOUNTING JUDGEMENT AND ESTIMATES

The preparation of the Group’s Historical Financial Information requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and their
accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that could require a material adjustment to the carrying amounts of the assets or
liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of each
of the Relevant Periods, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are described below.

Fair values of convertible redeemable preferred shares

The fair values of the convertible redeemable preferred shares measured at fair value through profit or loss are
determined using the valuation techniques, including the discounted cash flow method and the option-pricing method.
Such valuation is based on key parameters about risk-free rate, discounts for lack of marketability (“DLOM”) and
volatility, which are subject to uncertainty and might materially differ from the actual results. The fair values of
convertible redeemable preferred shares at the end of each of the Relevant Periods were RMB1,382,853,000,
RMB1,573,884,000, RMB1,848,016,000 and RMB1,822,049,000, respectively. Further details are included in note
29 to the Historical Financial Information.

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a lease, and therefore, it uses an incremental
borrowing rate (“IBR”) to measure lease liabilities. The IBR is the rate of interest that the Group would have to pay
to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value
to the right-of-use asset in a similar economic environment. The IBR therefore reflects what the Group “would have
to pay”, which requires estimation when no observable rates are available (such as for subsidiaries that do not enter
into financing transactions) or when it needs to be adjusted to reflect the terms and conditions of the lease (for
example, when leases are not in the subsidiary’s functional currency). The Group estimates the IBR using observable
inputs (such as market interest rates) when available and is required to make certain entity-specific estimates (such
as the subsidiary’s stand-alone credit rating).

Deferred tax assets

Deferred tax assets are recognised for unused tax losses and deductible temporary differences to the extent that
it is probable that taxable profit will be available against which the losses and deductible temporary difference can
be utilised. Significant management judgement is required to determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and level of future taxable profits together with future tax planning
strategies. Further details are included in note 19 to the Historical Financial Information.

Variable consideration for volume rebates

The Group estimates variable consideration to be included in the transaction price for the sale of products with
volume rebates.

The Group’s expected volume rebates are analysed on a per customer basis for contracts that are subject to the
volume threshold. Determining whether a customer will likely be entitled to a rebate depends on the customer’s
historical rebate entitlement and accumulated purchases to date.

The Group updates its assessment of expected volume rebates accordingly. Estimates of expected volume

rebates are sensitive to changes in circumstances and the Group’s past experience regarding rebate entitlements may
not be representative of actual rebate entitlements in the future.
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Provision for expected credit losses of trade and notes receivables

The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates are based on
days past due for groupings of various customer segments that have similar loss patterns (i.e., by geography, product
type, customer type and rating).

The provision matrix is initially based on the Group’s historical observed default rates. The Group will
calibrate the matrix to adjust the historical credit loss experience with forward-looking information. For instance, if
forecast economic conditions are expected to deteriorate over the next year which can lead to an increased number
of defaults, the historical default rates are adjusted. At the end of each of the Relevant Periods, the historical observed
default rates are updated and changes in the forward-looking estimates are analysed.

The assessment of the correlation among historical observed default rates, forecast economic conditions and
ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances and of forecast economic
conditions. The historical credit loss experience and forecast of economic conditions may also not be representative
of a customer’s actual default in the future. The information about the ECLs on the Group’s trade and notes
receivables is disclosed in Note 21 to the Historical Financial Information.

4. OPERATING SEGMENT INFORMATION

Management has determined the operating segments based on the reports reviewed by the chief operating
decision maker. The chief operating decision maker, who is responsible for allocating resources and assessing
performance of the operating segment, has been identified as the executive directors of the Company. During the
Relevant Periods and the six months ended 30 June 2023, the Group was principally engaged in the design,
development and sales of toys products. Management reviews the operating results of the Group’s business as one
operating segment for the purpose of making decisions about resource allocation and performance assessment.
Therefore, the chief operating decision maker of the Company regards that there is only one segment which is used
to make strategic decisions.

Geographical information

No geographical information is presented as the Group’s revenue from the external customers is mainly
derived from its operations in Chinese Mainland and no non-current assets of the Group are located outside Chinese
Mainland.
Information about major customers

Revenue of approximately RMB40,195,000 was derived from sales to a single customer, accounting for
approximately 12.2% of the total revenue for the year ended 31 December 2021. Other than this customer, no revenue

from sales to a single customer or a group of customers under common control accounted for 10.0% or more of the
Group’s revenue for each of the Relevant Periods and the six months ended 30 June 2023.
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5. REVENUE

Revenue primarily represents income from sales of toys during the Relevant Periods and the six months ended
30 June 2023.

An analysis of revenue is as follows:
Six months ended
Year ended 31 December 30 June

2021 2022 2023 2023 2024

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Revenue from contracts with

customers
Offline sales 150,706 189,912 769,071 257,558 971,431
Distribution sales* 112,837 157,004 732,700 238,111 957,859
Consignment sales 37,869 32,908 36,371 19,447 13,572
Online sales 170,957 134,412 106,249 51,946 74,616
Others 8,109 1,250 1,366 435 156

329,772 325,574 876,686 309,939 1,046,203

* Distribution sales primarily include sales transactions to distributors.

The Group derives revenues at a point in time:

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Timing of revenue recognition
Revenue recognised at a point
in time 329,772 325,574 876,686 309,939 1,046,203

The following table shows the amounts of revenue recognised in the Relevant Periods and the six months
ended 30 June 2023 that were included in the contract liabilities at the beginning of each of the Relevant Periods and
the six months ended 30 June 2023:

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Revenue recognised that was
included in contract
liabilities at the beginning of
the reporting period:
Sale of goods 26,046 29,569 30,629 19,797 54,655
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Performance obligations:

The performance obligation of the sale of goods is recognised at the point in time when control of the
assets is transferred to the customer, generally on receipt of the goods by customer or upon the confirmation
from customer and payment in advance is normally required, except for customers with credit terms where

payment is generally due within 1 to 3 months.

6. OTHER INCOME, OTHER GAINS AND LOSSES, NET

Year ended 31 December

Six months ended
30 June

2021 2022 2023

2023 2024

RMB’000 RMB’000 RMB’000

Other income

RMB’000 RMB’000
(unaudited)

Bank interest income 2,233 4911 3,864 900 3,020
Government grants (i) 365 5,644 1,379 752 210
Others 336 164 662 414 233
2,934 10,719 5,905 2,066 3,463
Other gains and losses, net
Fair value changes of cash
management products 6,680 1,695 27 14 2
Gain/(loss) on disposal of items
of property, plant and
equipment (107) 2 (22) 3 270
Others - - 77 416 170
6,573 1,697 82 433 442
9,507 12,416 5,987 2,499 3,905

@) The government grants have been received from the PRC local government authorities to support certain
subsidiaries’ operating activities. There are no unfulfilled eligibility requirements and conditions

relating to these government grants.

7. OTHER EXPENSES

Year ended 31 December

Six months ended
30 June

2021 2022 2023

2023 2024

RMB’000 RMB’000 RMB’000

RMB’000 RMB’000
(unaudited)

Impairment of mold equipment 20,634 6,159 - - -
Donation (i) - 11,553 - - -
Others 304 184 695 221 1,241

20,938 17,896 695 221 1,241

@) For the year ended 31 December 2022, the Group donated certain toy products of RMB11,553,000,
including value-added tax and freight charges, to support the China Employee Development Foundation

(Hh BT T8 R AL ).
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8. FINANCE COSTS

An analysis of finance costs is as follows:

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Interest on lease liabilities 2,323 1,564 600 386 891
Borrowings costs - 10 1,054 937 -
2,323 1,574 1,654 1,323 891

9. LOSS BEFORE TAX

The Group’s loss before tax is arrived at after charging/(crediting):

Notes

Cost of inventories sold (i)
Marketing and promotion expenses
Depreciation of property, plant

and equipment 15
Impairment of property, plant

and equipment 15
Depreciation of right-of-use assets 16(a)
Amortisation of intangible assets 17
Impairment of inventories
Lease payments not included in the

measurement of lease liabilities
Impairment losses recognised/(reversal

of impairment losses) on

trade receivables, net 21
Government grants 6
Donation 7

Employee benefit expense (including
directors’ and chief executive’s
remuneration as
set out in note 10):

Wages and salaries

Social welfare

Pension scheme contributions
Share-based payment expenses

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

206,371 202,155 461,764 173,731 492,467
272,518 120,180 73,706 32,427 48,037
14,106 10,488 13,837 6,151 12,333
20,634 6,159 - - -
21,304 22,060 21,237 10,715 10,074
3,252 6,329 9,618 5,399 14,854
2,474 5,752 152 - 430
2,278 483 1,173 546 402
(149) (197) 871 59 58
(365) (5,644) (1,379) (752) (210)
- 11,553 - - -
108,558 113,761 113,717 57,543 86,008
941 767 2,026 664 1,269
25,344 30,278 30,017 14,680 19,421
6,863 6,337 6,231 3,071 374,670
141,706 151,143 151,991 75,958 481,368
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Foreign exchange differences, net
Fair value changes on convertible

redeemable preferred shares
Fair value changes of cash
management products

(Gain)/loss on disposal of items of
property, plant and equipment

[REDACTED]

Six months ended

Year ended 31 December 30 June
Notes 2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

63 (108) 143 (339) 762
29 144,201 191,031 274,132 188,611 157,033
6 (6,680) (1,695) (27) (14) 2)
6 107 2) 22 3) (270)
[REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]

) Cost of inventories sold include expenses relating to depreciation of mold equipment and amortisation of
licensed IP, which are also included in the respective total amounts disclosed separately in depreciation of
property, plant and equipment and amortisation of intangible assets above.

10. DIRECTORS’ AND CHIEF EXECUTIVE’S REMUNERATION

Directors’ and chief executive’s remuneration for the Relevant Periods and the six months ended 30 June 2023

are as follows:

Fees:
Directors

Other emoluments:

Salaries, bonuses,
allowances and
benefits in kind

Pension scheme
contributions

Share-based payment
expenses

Subtotal

Total

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

1,100 1,464 2,239 1,103 1,107
175 238 305 148 134
- - - - 361,615
1,275 1,702 2,544 1,251 362,856
1,275 1,702 2,544 1,251 362,856
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(a) Independent non-executive directors

The fees paid to independent non-executive directors during the Relevant Periods and the six months ended
30 June 2023 were as follows:

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Mr. Gao Pingyang - - - - _
Ms. Huang Rong - - - - _
Mr. Shang Jian - - - - _

Total - - - - -

Mr. Gao Pingyang, Ms. Huang Rong and Mr. Shang Jian were appointed as independent non-executive
directors on 9 May 2024.

There were no fees and other emoluments payables to the independent non-executive directors during the
Relevant Periods.

(b) Executive directors, non-executive directors and the chief executive

Year ended 31 December 2021

Salaries,
bonuses,
allowances Pension Share-based
and benefits scheme payment
in kind contributions expenses Total
RMB’000 RMB’000 RMB’000 RMB’000
Chief executive and
executive director:
Mr. Zhu Weisong 267 68 - 335
Executive director:
Mr. Sheng Xiaofeng 833 107 - 940
Non-executive director:
Mr. Chang Kaisi - - - -
Total 1,100 175 - 1,275
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Year ended 31 December 2022

Salaries,
bonuses,
allowances Pension Share-based
and benefits scheme payment
in kind contributions expenses Total
RMB’000 RMB’000 RMB’000 RMB’000
Chief executive and
executive director:
Mr. Zhu Weisong 267 68 - 335
Executive directors:
Mr. Sheng Xiaofeng 783 112 - 895
Mr. Huang Zheng (i) 414 58 - 472
Non-executive directors:
Mr. Chang Kaisi - - - -
Mr. Shao Zhenxing (ii) - - - -
Mr. Huang Xin (iii) - - - -
Total 1,464 238 - 1,702
Year ended 31 December 2023
Salaries,
bonuses,
allowances Pension Share-based
and benefits scheme payment
in kind contributions expenses Total
RMB’000 RMB’000 RMB’000 RMB’000
Chief executive and
executive director:
Mr. Zhu Weisong 267 67 - 334
Executive directors:
Mr. Sheng Xiaofeng 1,010 119 - 1,129
Mr. Huang Zheng (i) 962 119 - 1,081
Non-executive directors:
Mr. Chang Kaisi - - - -
Mr. Shao Zhenxing (ii) - - - -
Mr. Huang Xin (iii) - - - -
Mr. Chen Rui (iv) - - - -
Total 2,239 305 - 2,544
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Six months ended 30 June 2023

Salaries,
bonuses,
allowances Pension Share-based
and benefits scheme payment
in kind contributions expenses Total
RMB’000 RMB’000 RMB’000 RMB’000
(unaudited) (unaudited) (unaudited) (unaudited)
Chief executive and
executive director:
Mr. Zhu Weisong 133 34 - 167
Executive directors:
Mr. Sheng Xiaofeng 504 57 - 561
Mr. Huang Zheng (i) 466 57 - 523
Non-executive directors:
Mr. Chang Kaisi - - - -
Mr. Shao Zhenxing (ii) - - - -
Mr. Huang Xin (iii) - - - -
Total 1,103 148 - 1,251
Six months ended 30 June 2024
Salaries,
bonuses,
allowances Pension Share-based
and benefits scheme payment
in kind contributions expenses Total
RMB’000 RMB’000 RMB’000 RMB’000
Chief executive and
executive director:
Mr. Zhu Weisong 133 33 359,308%* 359,474
Executive directors:
Mr. Sheng Xiaofeng 638 61 2,038 2,737
Mr. Huang Zheng (i) 336 40 269 645
Non-executive directors:
Mr. Chang Kaisi - - - -
Mr. Huang Xin (iii) - - - -
Mr. Chen Rui (iv) - - - -
1,107 134 361,615 362,856
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1) Mr. Huang Zheng was appointed as executive director of the Company on 25 July 2022 and resigned
on 9 May 2024.

(i)  Mr. Shao Zhenxing was appointed as non-executive director on 25 July 2022 and resigned on 27
December 2023.

(iii) Mr. Huang Xin was appointed as non-executive director on 25 July 2022 and resigned on 11 April 2024.

(iv)  Mr. Chen Rui was appointed as non-executive director on 27 December 2023.

* Certain share options were granted to the chief executive and executive directors of the Group under a
share incentive scheme, in respect of their services to the Group. Further details of which are included

in the disclosures in Note 32.

There was no arrangement under which a director or the chief executive waived or agreed to waive any
remuneration during the Relevant Periods and the six months ended 30 June 2023.

11. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year ended 31 December 2021, 2022 and 2023 and the six months
ended 30 June 2023 and 2024 included nil, nil, nil, nil and two of the then directors including the chief executive,
respectively, details of whose remuneration are set out in note 10 above.

Details of the remuneration of the remaining five, five, five, five and three highest paid employees who are
neither a director nor chief executive of the Company for the year ended 31 December 2021, 2022 and 2023 and the
six months ended 30 June 2023 and 2024 are as follows:

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)
Salaries, bonuses, allowances

and benefits in kind 3,215 3,439 10,633 2,581 1,669
Pension scheme contributions 513 550 540 273 182
Share-based payment expenses 4,341 4,341 3,693 2,132 3,418
Total 8,069 8,330 14,866 4,986 5,269

The number of non-director and non-chief executive highest paid employees whose remuneration fell within
the following bands is as follows:

Six months ended
Year ended 31 December 30 June

2021 2022 2023 2023 2024

(unaudited)

Nil to HK$1,000,000 - - 2 -
HK$1,000,001 to HK$2,000,000 3 3 - 3 1
HK$2,000,001 to HK$3,000,000 1 1 2 - 2
HK$3,000,001 to HK$4,000,000 1 1 2 - -
HK$4,000,001 to HK$5,000,000 - - 1 - -
Total 5 5 5 5 3

.
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Certain non-director and non-chief executive highest paid employees were granted shares under a share
incentive scheme, in respect of their services to the Group, further details of which are included in the disclosures
in Note 32. The fair value of such shares, which has been recognized in profit or loss over the vesting period, was
determined as at the date of grant and the amounts included in the Historical Financial Information for the Relevant
Periods and the six months ended 30 June 2023 are included in the above non-director and non-chief executive
highest paid employees’ remuneration disclosures.

12. INCOME TAX EXPENSE

The Group is subject to income tax on an entity basis on profits arising in or derived from the tax jurisdictions
in which members of the Group are domiciled and operate.

Chinese Mainland

PRC corporate income tax has been provided at the rate of 25% on the taxable profits of the Group’s PRC
subsidiaries during the Relevant Periods and the six months ended 30 June 2023.

One of the Group’s PRC subsidiaries, Shanghai Bloks Bricks Technology Co., Ltd. was accredited as a “High
and New Technology Enterprise” under the relevant tax rules and regulations in November 2021, and accordingly,
was entitled to a reduced preferential CIT rate of 15% during the Relevant Periods and the six months ended 30 June
2023. This qualification is subject to review by the relevant tax authority in the PRC for every three years.

USA

The subsidiary incorporated in the USA is subject to statutory United States federal corporate income tax at
a rate of 21%.

Hong Kong

The subsidiary incorporated in Hong Kong is subject to Hong Kong profits tax at the statutory rate of 16.5%
on any estimated assessable profits arising in Hong Kong during the Relevant Periods and the six months ended 30
June 2023, except for two subsidiaries of the Group which are a qualifying entity under the two-tiered profits tax rates
regime. The first HK$2,000,000 of assessable profits of this subsidiary are taxed at 8.25% and the remaining
assessable profits are taxed at 16.5%.

Cayman Islands
Under the current laws of the Cayman Islands, the Company is not subject to tax on income or capital gains.
In addition, upon payments of dividends by the Company to its shareholders, no withholding tax is imposed on the

Company in the Cayman Islands.

The income tax expense of the Group for the Relevant Periods and the six months ended 30 June 2023 is
analysed as follows:

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Current tax 5 5 154 105 9,190
Deferred tax (56,986) (34,071) 17,488 423 42,945
(56,981) (34,066) 17,642 528 52,135
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A reconciliation of tax expense applicable to loss before tax at the statutory rate for the jurisdictions in which
the Company and its subsidiaries are domiciled to the income tax expense at the effective income tax rate for each
of the Relevant Periods and the six months ended 30 June 2023 is as follows:

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Loss before tax (563,834) (456,771) (189,839) (202,260) (202,756)
Tax at statutory tax rate of
25% (140,959) (114,193) (47,459) (50,565) (50,689)
Impact of different tax rate 107 585 215 178 4,261
Effect of tax concessions 28,204 16,959 (16,197) (2,593) (35,486)
Expenses not deductible
for tax 2,205 2,350 1,969 973 93,385
Tax losses utilised from
previous years 2) (49) (90) (15) (78)
Tax losses not recognised 53,464 60,282 79,204 52,550 40,742
Tax (credit)/charge for the
year/period (56,981) (34,066) 17,642 528 52,135

13. DIVIDENDS

No dividends have been paid or declared by the Company since its date of incorporation.
14. LOSS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE PARENT

The calculation of the basic loss per share amount is based on the loss attributable to ordinary equity holders
of the parent, and the weighted average number of ordinary shares of 151,985,664, 148,844,005, 148,844,005,
148,844,005 and 148,844,005 in issue during the Relevant Periods and the six months ended 30 June 2023, after
taking into account the retrospective adjustment of Reorganization as disclosed in Note 28, redemption rights granted
to capital swap as disclosed in Note 29 and share capital in Note 30.

Loss per share

Six months ended

Year ended 31 December 30 June
2021 2022 2023 2023 2024
(unaudited)

Loss
Loss attributable to

ordinary equity holders

of the parent (RMB’000) (502,594) (419,886) (206,100) (201,866) (257,894)
Shares
Weighted average number

of ordinary shares in

issue during the

year/period used in the

basic loss per share

calculation (*000) 151,986 148,844 148,844 148,844 148,844
Basic loss per share

(RMB) (3.31) (2.82) (1.38) (1.36) (1.73)
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No adjustment has been made to the basic loss per share amounts presented for the Relevant Periods and the
six months ended 30 June 2023 in respect of a dilution as the impact of convertible redeemable preferred shares and
equity-settled share-based payment had an anti-dilutive effect on the basic loss per share amounts presented.

15. PROPERTY, PLANT AND EQUIPMENT

31 December 2021
At 1 January 2021:
Cost
Accumulated
depreciation and
impairment

Net carrying amount

At 1 January 2021, net
of accumulated
depreciation
Additions
Disposals
Depreciation

provided during
the year
Impairment

At 31 December 2021,
net of accumulated
depreciation and
impairment

At 31 December 2021:
Cost
Accumulated
depreciation
Impairment

Net carrying amount

31 December 2022
At 1 January 2022:
Cost
Accumulated
depreciation
Impairment

Net carrying amount

Electronic Mold Transportation Leasehold
equipment equipment Furniture equipment improvements Total
RMB’000  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
9,223 23,320 5,162 2,015 19,570 59,290
(7,934) (4,782) (4,012) (1,728) (18,612)  (37,068)
1,289 18,538 1,150 287 958 22,222
1,289 18,538 1,150 287 958 22,222
2,170 21,680 2 - - 23,852
(180) (8) - - - (188)
(724) (11,883) (729) (140) (630) (14,106)
- (20,634) - - - (20,634)
2,555 7,693 423 147 328 11,146
7,946 44,903 5,164 2,015 19,570 79,598
(5,391) (16,576) (4,741) (1,868) (19,242)  (47,818)
- (20,634) - - - (20,634)
2,555 7,693 423 147 328 11,146
7,946 44,903 5,164 2,015 19,570 79,598
(5,391) (16,576) (4,741) (1,868) (19,242)  (47,818)
- (20,634) - - - (20,634)
2,555 7,693 423 147 328 11,146
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Electronic Mold Transportation Leasehold
equipment equipment Furniture equipment improvements Total

RMB’000  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2022, net
of accumulated

depreciation 2,555 7,693 423 147 328 11,146
Additions 1,048 27,305 24 - 40 28,417
Disposals (20) (111) - - - (131)
Depreciation

provided during

the year (1,163) (8,955) (135) 47) (188)  (10,488)
Impairment - (6,159) - - - (6,159)

At 31 December 2022,
net of accumulated
depreciation and
impairment 2,420 19,773 312 100 180 22,785

At 31 December 2022:

Cost 8,907 72,098 5,188 2,015 19,610 107,818
Accumulated
depreciation (6,487) (25,532) (4,876) (1,915) (19,430) (58,240)
Impairment - (26,793) - - - (26,793)
Net carrying amount 2,420 19,773 312 100 180 22,785

31 December 2023
At 1 January 2023:

Cost 8,907 72,098 5,188 2,015 19,610 107,818
Accumulated
depreciation (6,487) (25,532) (4,876) (1,915) (19,430)  (58,240)
Impairment - (26,793) - - - (26,793)
Net carrying amount 2,420 19,773 312 100 180 22,785

At 1 January 2023, net
of accumulated

depreciation 2,420 19,773 312 100 180 22,785
Additions 937 37,850 3 - - 38,790
Disposals (66) - - - - (66)

Depreciation
provided during
the year (1,163) (12,499) (37) - (138) (13,837)

At 31 December 2023,
net of accumulated
depreciation and
impairment 2,128 45,124 278 100 42 47,672
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Electronic Mold Transportation Leasehold
equipment equipment Furniture equipment improvements Total

RMB’000  RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 31 December 2023:

Cost 9,050 109,948 5,191 2,015 19,610 145,814
Accumulated
depreciation (6,922) (38,031) (4,913) (1,915) (19,568)  (71,349)
Impairment - (26,793) - - - (26,793)
Net carrying amount 2,128 45,124 278 100 42 47,672

30 June 2024
At 1 January 2024:

Cost 9,050 109,948 5,191 2,015 19,610 145,814
Accumulated
depreciation (6,922) (38,031) (4,913) (1,915) (19,568)  (71,349)
Impairment - (26,793) - - - (26,793)
Net carrying amount 2,128 45,124 278 100 42 47,672

At 1 January 2024, net
of accumulated

depreciation 2,128 45,124 278 100 42 47,672
Additions 993 36,174 - 1,147 - 38,314
Disposals (236) - - (70) (19) (325)
Depreciation

provided during

the period (578) (11,671) (16) (45) (23)  (12,333)

At 30 June 2024,
net of accumulated
depreciation and
impairment 2,307 69,627 262 1,132 - 73,328

At 30 June 2024

Cost 8,797 146,122 5,191 1,772 19,555 181,437
Accumulated
depreciation (6,490) (49,702) (4,929) (640) (19,555) (81,316)
Impairment - (26,793) - - - (26,793)
Net carrying amount 2,307 69,627 262 1,132 - 73,328

In the year ended 31 December 2021 and 2022, management identified certain molds no longer in use and
assessed the recoverable value of those molds was zero, as such molds were for obsolete brick-based toys.
Impairment of RMB20,634,000 and RMB6,159,000 has been provided in 2021 and 2022, respectively. Except above,
the Group did not identify impairment indicator may exist during the Relevant Periods.
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16. LEASES

The Group as a lessee

The Group has lease contracts for items of office and warehouse properties used in its operations. Leases of
the Group generally have lease terms between 1 and 3 years.

Right-of-use assets
— Properties

Lease liabilities
— Current
— Non-current

(a) Right-of-use assets

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
44,146 27,238 58,442 49,357
27,289 19,168 21,969 21,442
18,116 4,100 34,962 24,824
45,405 23,268 56,931 46,266

The carrying amounts of the Group’s right-of-use assets and the movements during the Relevant Periods are

as follows:

At beginning of year/period
Addition

Disposal

Depreciation charge

At end of year/period

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
65,450 44,146 27,238 58,442

- 5,152 52,831 989

- — (390) -
(21,304) (22,060) (21,237) (10,074)
44,146 27,238 58,442 49,357
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(b)

(c)

(d)

Lease liabilities

The carrying amounts of the Group’s lease liabilities and the movements during the Relevant Periods are as
follows:

Carrying amount at beginning of
year/period

New leases

Disposals

Accretion of interest recognised
during the year/period

Payments

Carrying amount at end of
year/period

Analysed into:
Current portion
Non-current portion

The amounts recognised in profit or loss in relation to leases are as follows:

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
65,450 45,405 23,268 56,931
- 5,152 52,831 989

- - (468) -

2,323 1,564 600 891
(22,368) (28,853) (19,300) (12,545)
45,405 23,268 56,931 46,266
27,289 19,168 21,969 21,442
18,116 4,100 34,962 24,824
45,405 23,268 56,931 46,266

Six months ended

Depreciation charge of
right-of-use assets

Interest on lease liabilities

Expense relating to short-
term leases not included
in lease liabilities

Gain arising from early
termination of leases

Year ended 31 December 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

21,304 22,060 21,237 10,715 10,074
2,323 1,564 600 386 891
2,278 483 1,173 546 402

- - (77) (77) -

25,905 24,107 22,933 11,570 11,367

The total cash outflows for leases are disclosed in note 33(c) to the Historical Financial Information.
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17. INTANGIBLE ASSETS

31 December 2021

At 1 January 2021:
Cost
Accumulated amortisation

Net carrying amount

Cost at 1 January 2021, net of
accumulated amortisation
Additions
Amortisation provided during

the year

At 31 December 2021

At 31 December 2021:
Cost
Accumulated amortisation

Net carrying amount

31 December 2022

At 1 January 2022:
Cost
Accumulated amortisation

Net carrying amount

Cost at 1 January 2022, net of
accumulated amortisation
Additions
Amortisation provided during

the year

At 31 December 2022

At 31 December 2022:
Cost
Accumulated amortisation

Net carrying amount

Licensed IP Sponsorship Software Total
RMB’000 RMB’000 RMB’000 RMB’000
- - 1,316 1,316
- - (1,065) (1,065)

- - 251 251

- - 251 251

5,475 2,358 - 7,833
(2,501) (688) (63) (3,252)
2,974 1,670 188 4,832
5,475 2,358 502 8,335
(2,501) (688) (314) (3,503)
2,974 1,670 188 4,832
Licensed IP Sponsorship Software Total
RMB’000 RMB’000 RMB’000 RMB’000
5,475 2,358 502 8,335
(2,501) (688) (314) (3,503)
2,974 1,670 188 4,832
2,974 1,670 188 4,832
5,513 - 303 5,816
(5,073) (1,179) (77) (6,329)
3,414 491 414 4,319
7,276 2,358 805 10,439
(3,862) (1,867) (391) (6,120)
3,414 491 414 4,319
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Licensed IP Sponsorship Software Total
RMB’000 RMB’000 RMB’000 RMB’000

31 December 2023

At 1 January 2023:

Cost 7,276 2,358 805 10,439
Accumulated amortisation (3,862) (1,867) (391) (6,120)
Net carrying amount 3,414 491 414 4,319

Cost at 1 January 2023, net of

accumulated amortisation 3,414 491 414 4,319

Additions 11,072 - - 11,072
Amortisation provided during

the year (8,989) (491) (138) (9,618)

At 31 December 2023 5,497 - 276 5,773

At 31 December 2023:

Cost 11,828 - 805 12,633
Accumulated amortisation (6,331) - (529) (6,860)
Net carrying amount 5,497 - 276 5,773
Licensed IP Software Total

RMB’000 RMB’000 RMB’000

30 June 2024

At 1 January 2024:

Cost 11,828 805 12,633
Accumulated amortisation (6,331) (529) (6,860)
Net carrying amount 5,497 276 5,773

Cost at 1 January 2024, net of accumulated

amortisation 5,497 276 5,773
Additions 23,007 1,124 24,131
Amortisation provided during the period (14,656) (198) (14,854)
At 30 June 2024 13,848 1,202 15,050

At 30 June 2024:

Cost 28,503 1,828 30,331
Accumulated amortisation (14,655) (626) (15,281)
Net carrying amount 13,848 1,202 15,050
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18. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Current
— Cash management products

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
272,785 1,251 1,251 -

The cash management products were issued by banks in Chinese Mainland. They were mandatorily classified
as financial assets at fair value through profit or loss as their contractual cash flows are not solely payments of

principal and fixed interest.

19. DEFERRED TAX

The movements in deferred tax assets during the Relevant Periods are as follows:

Losses available
for offsetting

Impairment against future Lease
of assets Accruals taxable profits liabilities Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2021 717 21,980 107,555 9,817 140,069
Deferred tax

(charged)/credited to

profit or loss during

the year 3,066 (4,543) 58,932 (3,006) 54,449
Gross deferred tax assets at

31 December 2021 3,783 17,437 166,487 6,811 194,518
At 1 January 2022 3,783 17,437 166,487 6,811 194,518
Deferred tax

(charged)/credited to

profit or loss during

the year 1,752 (2,500) 34,920 (3,321) 30,851
Gross deferred tax assets at

31 December 2022 5,535 14,937 201,407 3,490 225,369
At 1 January 2023 5,535 14,937 201,407 3,490 225,369
Deferred tax

(charged)/credited to

profit or loss during

the year 83 3,594 (21,533) 5,049 (12,807)
Gross deferred tax assets at

31 December 2023 5,618 18,531 179,874 8,539 212,562
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Losses available
for offsetting

Impairment against future Lease
of assets Accruals taxable profits liabilities Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2024 5,618 18,531 179,874 8,539 212,562
Deferred tax
(charged)/credited to
profit or loss during the
period 157 3,217 (46,081) (1,601) (44,308)
Gross deferred tax assets at
30 June 2024 5,775 21,748 133,793 6,938 168,254

The movements in deferred tax liabilities during the Relevant Periods are as follows:

Fair value
adjustments of
financial assets at
fair value through

profit or loss Right-of-use assets Total
RMB’000 RMB’000 RMB’000
At 1 January 2021 26 9,817 9,843
Deferred tax charged/(credited) to
profit or loss during the year 658 (3,195) (2,537)
Gross deferred tax liabilities at
31 December 2021 684 6,622 7,306
At 1 January 2022 684 6,622 7,306
Deferred tax credited to profit or
loss during the year (684) (2,536) (3,220)
Gross deferred tax liabilities at
31 December 2022 - 4,086 4,086
At 1 January 2023 - 4,086 4,086
Deferred tax charged to profit or
loss during the year - 4,681 4,681
Gross deferred tax liabilities at
31 December 2023 - 8,767 8,767
At 1 January 2024 - 8,767 8,767
Deferred tax credited to profit or
loss during the period - (1,363) (1,363)
Gross deferred tax liabilities at
30 June 2024 - 7,404 7,404
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For presentation purposes, certain deferred tax assets and liabilities have been offset in the statements of
financial position. The following is an analysis of the deferred tax balances for financial reporting purposes:

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Net deferred tax assets recognised in
the consolidated statements of
financial position 187,212 221,283 203,795 160,850

Deferred tax assets have not been recognised in respect of these losses as they have arisen in subsidiaries that
have been loss-making for some time and it is not considered probable that taxable profits will be available against

which the tax losses can be utilised.

Deferred tax assets have not been recognised in respect of the following item:

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB’000 RMB’000 RMB’000 RMB’000

Tax losses 293,705 340,634 426,484 132,930

20. INVENTORIES

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB’000 RMB’000 RMB’000 RMB’000

Finished goods 61,288 46,344 55,524 124,941
Raw materials 6,081 10,955 20,207 22,318
Goods in transit 2,400 3,909 563 4,075
69,769 61,208 76,294 151,334

21. TRADE AND NOTES RECEIVABLES

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables 25,562 15,647 38,964 63,920
Notes receivable - 100 - -
25,562 15,747 38,964 63,920
Less: allowance for impairment (645) (448) (708) (622)
Net carrying amount 24,917 15,299 38,256 63,298
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Advance payment is normally required except for certain customers where credits are granted. The credit
period is generally 1 to 3 months. The Group seeks to maintain strict control over its outstanding receivables and has
a credit control department to minimise credit risk. Overdue balances are reviewed regularly by senior management.
The Group does not hold any collateral or other credit enhancements over its trade receivable balances. The balances
of trade receivables are non-interest-bearing.

An aging analysis of the trade and notes receivables as at the end of each of the Relevant Periods, based on
the billing date and net of loss allowance, is as follows:

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Within 3 months 22,812 14,114 36,428 62,635
3 to 6 months 1,563 692 1,600 477
6 to 9 months 322 195 110 43
9 months to 1 year 88 232 34 84
Over 1 year 132 66 84 59
24,917 15,299 38,256 63,298

The movements in the loss allowance for impairment of trade receivables are as follows:
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
At beginning of year/period 1,074 645 448 708

Impairment losses/(reversal of

impairment losses), net (149) (197) 871 58
Write-off (280) - (611) (144)
At end of year/period 645 448 708 622

An impairment analysis is performed at each reporting date using a provision matrix to measure expected
credit losses. The provision rates are based on days past due for groupings of various customer segments with similar
loss patterns. The calculation reflects the probability-weighted outcome, the time value of money and reasonable and
supportable information that is available at the reporting date about past events, current conditions and forecasts of
future economic conditions.

The Group writes off trade receivables when there is information indicating that the counterparty is in severe
financial difficulties and there is no realistic prospect of recovery, e.g., when the counterparty has been placed under
liquidation or has entered into bankruptcy proceedings, whichever occurs sooner, also taking into account legal
advice where appropriate.
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Set out below is the information about the credit risk exposure on the Group’s trade receivables using a
provision matrix:

Within 3to6 6to9 9 months Over

3 months months months  to 1 year 1 year Total
At 31 December 2021
Expected credit loss rate 0.48% 8.97% 26.82% 35.29% 61.85% 2.52%
Gross carrying amount (RMB’000) 22,923 1,717 440 136 346 25,562
Expected credit losses (RMB’000) 111 154 118 48 214 645
At 31 December 2022
Expected credit loss rate 0.61% 8.59% 22.31% 33.52% 65.26% 2.86%
Gross carrying amount (RMB’000) 14,100 757 251 349 190 15,647
Expected credit losses (RMB’000) 86 65 56 117 124 448
At 31 December 2023
Expected credit loss rate 0.85% 8.94% 19.12% 44.26% 69.00% 1.82%
Gross carrying amount (RMB’000) 36,739 1,757 136 61 271 38,964
Expected credit losses (RMB’000) 311 157 26 27 187 708
At 30 June 2024
Expected credit loss rate 0.55% 11.50% 23.21% 42.47% 70.05% 0.97%
Gross carrying amount (RMB’000) 62,982 539 56 146 197 63,920
Expected credit losses (RMB’000) 347 62 13 62 138 622

In the opinion of the Company’s directors, the business and customer risk portfolio of the Group remained
stable and there were no significant fluctuations in the historical credit loss incurred. In addition, there is no
significant change with regard to economic indicators based on an assessment of forward-looking information.
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22. PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

Group

Non-current:

Prepaid licensed IP fee (i)
Deposits

Less: allowance for impairment

Current:

Deferred [REDACTED)] costs
Value-added tax recoverable
Prepayments

Deposits

Others

Less: allowance for impairment

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
340 - 8,382 5,614
6,531 6,531 6,336 6,337
6,871 6,531 14,718 11,951
[REDACTED] [REDACTED] [REDACTED] [REDACTED]
14,486 3,558 5,082 15,341
7,271 4,917 7,592 11,522
1,556 1,534 1,573 1,992
1,217 1,447 1,014 1,736
(584) (555) (784) (1,172)
23,946 10,901 14,477 37,686
30,817 17,432 29,195 49,637

i) Prepaid licensed IP fee is related to the prepayments of the licensed IP intangible assets.

As at the end of each of the Relevant Periods, other receivables of the Group are considered to be of low credit
risk and thus the Group has assessed that the ECL for other receivables under the 12-month expected credit loss

method.

Company

Current:
Deferred [REDACTED] costs
Amounts due from subsidiaries

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
[REDACTED] [REDACTED] [REDACTED] [REDACTED]
- - 10,626 32,241

- - 10,626 40,508
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23. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

Group
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Cash at bank 77,462 192,284 363,786 555,130
Cash equivalents (i) 3,410 5,752 5,192 7,549
Subtotal 80,872 198,036 368,978 562,679
Less:
Pledged deposits for letters of
guarantee (1,100) (2,300) - -
Pledged deposits for notes payable (3,619) (6,764) (8,141) (8,587)
Cash and cash equivalents 76,153 188,972 360,837 554,092
Cash and cash equivalents and pledged deposits are denominated in the following currencies:
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
RMB 79,063 196,573 360,451 545,658
UsSDh 1,790 1,288 8,493 16,881
Others 19 175 34 140
80,872 198,036 368,978 562,679

(1) Cash equivalents represent cash balances kept in third party payment platforms, such as Ali-pay and

WeChat accounts which can be withdrawn by the Group at any time.

The RMB is not freely convertible into other currencies, however, under Chinese Mainland’s Foreign
Exchange Control Regulations and Administration of Settlement, and Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other currencies through banks authorised to conduct

foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. The bank balances and deposits
are deposited with creditworthy banks with no recent history of default. The carrying amounts of the cash and cash

equivalents approximated to their fair values.
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Company

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Cash and cash equivalents - 11,015 62,290 22,055

Cash and cash equivalents are denominated in the following currencies:
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
RMB - 10,675 62,132 22,043
USD - 340 149 -
Others - - 9 12
- 11,015 62,290 22,055

24. TRADE AND NOTES PAYABLES

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Trade payables 73,873 101,623 198,871 371,963
Notes payable 19,006 16,910 60,800 142,742
92,879 118,533 259,671 514,705

Trade and notes payables are non-interest bearing and normally settled on terms of 3 months to 7 months.

An aging analysis of the trade and notes payables as at the end of each of the Relevant Periods, based on the

invoice date, is as follows:

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB’000 RMB’000 RMB’000 RMB’000

Within 3 months 62,653 62,484 169,638 332,736
3 to 6 months 29,827 54,770 85,613 156,156
6 to 12 months - 880 4,001 25,272
Over 1 year 399 399 419 541
92,879 118,533 259,671 514,705
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25. OTHER PAYABLES AND ACCRUALS

Group

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Non-current:
Loan payable to a third party (i) 6,376 6,965 7,083 -
Current:
Accrued expenses 79,352 70,825 55,703 38,886
Salaries and benefits payables 23,020 21,852 33,782 33,659
Payables for purchase of non-current
assets - 11,693 26,596 43,444
Tax payables other than corporate
income tax 3,562 4,615 17,704 18,213
[REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Customer deposits 1,719 2,084 4,140 4,924
Payables for acquisition of
non-controlling interest equity - - 30,000 -
Others 1,645 1,586 1,448 111
109,298 112,655 169,373 144,603
115,674 119,620 176,456 144,603

1) In February 2019, the Group entered into unsecured three-year loan agreements for USD1,000,000 with
an independent third-party individual. In February 2022, the Group and the individual reached an
supplemental agreement to extend the due date to February 2025. The loan was repaid in April 2024.

Company
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Current:
Payables of Investment to the
Subsidiaries 1,759,150 1,388,008 254,490 250,490
[REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Amounts due to subsidiaries - 256 1,838 6,243
Others - - - 7
1,759,150 1,388,264 256,328 262,106
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26. INTEREST-BEARING BANK BORROWINGS

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000

Bank loans — unsecured - 5,000 - -

In November 2022, the Group entered into an unsecured loan facility agreement with Bank of
Communications, which agreed to provide a credit facility of RMB5,000,000 for a term of six months. On 30
November 2022, the Group fully drew down the borrowing of RMBS5,000,000, bearing a fixed interest rate of 3.35%
per annum, and repaid when it was due.

In July 2023, the Group entered into a loan facility agreement with China Minsheng Bank, which agreed to
provide a credit facility of RMB5,000,000 for a term of one year. As of 30 June 2024, the Group has not yet drawn
down the borrowing. The bank loan is secured by the pledge of the intellectual property which owned by the Group.

27. CONTRACT LIABILITIES

As at

As at 31 December 30 June

2021 2022 2023 2024

RMB’000 RMB’000 RMB’000 RMB’000

Advances received from customers 4,215 6,945 22,281 19,521

Sales rebates 976 2,019 20,704 39,309

Customer loyalty programme 24,378 21,665 23,340 25,314

29,569 30,629 66,325 84,144

28. AMOUNTS IN CONNECTION WITH THE REORGANIZATION
Group
Settlement

Balance At  Settlement  Balance At  Settlement  Balance At during the Balance At

31 December during 31 December during 31 December . 30 June

period of ___~—"°

2021 2022 2022 2023 2023  six months 2024

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Receivables in
connection with the

Reorganization 1,759,480 (382,480) 1,377,000 (1,194,000) 183,000 (183,000) -
Payables in

connection with the

Reorganization 1,759,480 (352,142) 1,407,338 (1,219,818) 187,520 (187,520) -
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Company
Settlement
Balance At  Settlement  Balance At  Settlement  Balance At during the Balance At
31 December during 31 December during 31 December .g 30 June
period of =~
2021 2022 2022 2023 2023  six months 2024

RMB’000 RMB 000 RMB 000 RMB 000 RMB’000 RMB 000 RMB 000

Receivables in
connection with the
Reorganization 1,759,150 (382,150) 1,377,000 (1,194,000) 183,000 (183,000) -

Shanghai Bloks Technology Group Co., Ltd. was founded in 2014 in Shanghai, Chinese Mainland. The
Company was incorporated in the Cayman Islands as an exempted company with limited liability on 28 July 2021.
The details of Reorganization were set out in the sub-section headed Reorganization in the section headed “History
Development and Reorganization” in the Document.

Pursuant to a series of agreements of Reorganization, the then shareholders of Shanghai Bloks Technology
Group Co., Ltd. shall mirror their equity interests as the shareholders of the Company, including Onshore Withdrawn
Investors of RMB1,543,480,000, Yunfeng Warrant of RMB183,000,000 and the Selling Shareholders (as defined
below) of RMB33,000,000, representing RMB1,759,480,000 in total.

In August 2021, Shanghai Bloks Technology Group Co., Ltd., the holding company of the Group’s subsidiaries
in Chinese Mainland, entered into a reorganization agreement with Onshore Withdrawn Investors, to buy back
registered capital of RMB13,800,835, and reduce its then registered capital, at a total cash consideration of
approximately RMB1,726,480,000. Above consideration included RMB183,000,000, payable to a certain then
shareholder, which was replaced by warrant in July 2022 (the “Warrant”) as disclosed in Note 30.

On 7 November 2022, China Bloks Holding Limited, one of the Group’s subsidiaries in Hong Kong, acquired
all the equity interests in Shanghai Bloks Technology Group Co., Ltd. from the then shareholders of Shanghai Bloks
Technology Group Co., Ltd. (“Selling Shareholders™) at a total consideration of RMB33,000,000.

During the mirroring process, payables in connection with the Reorganization represents the amount needs to
be paid by Shanghai Bloks Technology Group Co., Ltd. to the relevant shareholders. Receivables in connection with
the Reorganization represents the amount needs to be received by the Company from the relevant shareholders.

Upon the completion of Reorganization activities, the Company issued 223,119,765 shares to the Onshore
Withdrawn Investors and Selling Shareholders for approximately RMB1,759,150,000, including RMB1,543,480,000
to the Onshore Withdrawn Investors, RMB32,670,000 to the Selling Shareholders and RMB183,000,000 Warrant.

On 3 April 2024, the Company entered into a warrant termination agreement with then warrant holder to
terminate the Warrant by cash settlement, details disclosed in Note 30.

29. CONVERTIBLE REDEEMABLE PREFERRED SHARES
Series Angel

In February 2018, October 2018, May 2019, November 2019 and March 2020, Shanghai Bloks Technology
Group Co., Ltd. raised up to RMB857,000,000 from shareholders and certain onshore investors. On 24 April 2021,
after 2021 April capital swap transaction as mentioned below, there was 7,038,460 shares (deemed as 35,192,300
shares with a par value of USDO0.0001 each after Reorganization) of Series Angel Preferred Shares, included
1,253,447 shares (deemed as 6,267,235 shares with a par value of USD0.0001 each after Reorganization) with
redemption rights was recorded as Series Angel Convertible Redeemable Preferred Shares. 7,038,460 shares (deemed
as 35,192,300 shares with a par value of USDO0.0001 each after Reorganization) was fully reclassified and
redesignated to Series Angel Preferred Shares of the Company in July 2022.
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Series Pre-A

In July 2020 and November 2020, Shanghai Bloks Technology Group Co., Ltd. raised up to RMB330,000,000
from certain onshore investors and a shareholder. On 24 April 2021, there was 2,632,258 shares (deemed as
13,161,290 shares with a par value of USD0.0001 each after Reorganization) of Series Pre-A Preferred Shares with
redemption rights was fully recorded as Series Pre-A Convertible Redeemable Preferred Shares. 2,632,258 shares
(deemed as 13,161,290 shares with a par value of USD0.0001 each after Reorganization) was fully reclassified and
redesignated to Series Pre-A Preferred Shares of the Company in July 2022.

Series A

In April 2021, Shanghai Bloks Technology Group Co., Ltd. raised up to RMB599,999,631 from certain onshore
investors. On 24 April 2021, there was 3,718,661 shares (deemed as 18,593,305 shares with a par value of USD0.0001
each after Reorganization) of Series A Preferred Shares with redemption rights.

On 24 April 2021, certain investors purchased 1,465,773 shares (deemed as 7,328,865 shares with a par value
of USDO0.0001 each after Reorganization) from certain shareholders and these shares was entitled with Series A
Preferred Shares (“2021 April capital swap”) with redemption rights, together with 3,718,661 shares (deemed as
18,593,305 shares with a par value of USDO0.0001 each after Reorganization) of Series A Preferred Shares with
redemption rights, was fully recorded as Series A Convertible Redeemable Preferred Shares.

25,922,170 Series A Preferred Shares was reclassified and redesignated to Series A Preferred Shares of the
Company in July 2022. The 25,922,170 Series A Convertible Redeemable Preferred Shares includes 5,767,820
warrant shares issued to Yunfeng Tuoyuan. Further details of Yunfeng Warrant are included in Note 30.

Presentation and classification

According to the original and amended Memorandum and Articles of Association (“MOA”), the Company does
not have an obligation to i) deliver cash or other financial assets to the holders of Series Angel Preferred Shares
(except for Series Angel Convertible Redeemable Preferred Shares); ii) to exchange financial assets or financial
liabilities with the holders of Series Angel Preferred Shares (except for Series Angel Convertible Redeemable
Preferred Shares) that are potentially unfavourable to the Company; and iii) to deliver a variable number of the
Company’s own ordinary shares. Hence, Series Angel Preferred Shares (except for Series Angel Convertible
Redeemable Preferred Shares) are recognised as equity in accordance with relevant IFRS standard, and designated
Series Angel Convertible Redeemable Preferred Shares, Series Pre-A Convertible Redeemable Preferred Shares and
Series A Convertible Redeemable Preferred Shares as financial liabilities measured at fair value through profit or
loss.

According to the MOA of the Company in July 2022, the key terms of Series Angel Convertible Redeemable
Preferred Shares, Series Pre-A Convertible Redeemable Preferred Shares and Series A Convertible Redeemable
Preferred Shares (collectively, the “convertible redeemable preferred shares”) are as follows:

Liquidation preference

In the event of any liquidation, dissolution or winding up, either voluntarily or involuntarily of the Company,
and any Deemed Liquidation Event (“Liquidation Event”), distributions to the members of the Company shall be
made in the following manner (after satisfaction of all creditors’ claims and claims that may be preferred by law):

(a) the Series A Preferred Shareholders shall be entitled to receive the Distributable Liquidation Assets in
preference to the other Shareholders in the amount equal to 100% of the Series A Actual Investment
Amount multiplied by the USD/RMB exchange rate of a bank on the date which is five (5) days prior
to the date on which the Series A Liquidation Preference Amount is paid by the Company, plus any
accumulated dividends or declared but undistributed dividends thereof (the “Series A Liquidation
Preference Amount”). If the Distributable Liquidation Assets are insufficient to pay off all the Series
A Liquidation Preference Amount, each such Series A Preferred Shareholder shall be entitled to
distribution in proportion to the Series A Liquidation Preference Amount to which they are respectively
entitled;
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(b)  after the full payment of the Series A Liquidation Preference Amount, the Series Pre-A Preferred
Shareholders shall be entitled to receive the Distributable Liquidation Assets in preference to the other
Shareholders other than the Series A Preferred Shareholders in the amount equal to 100% of the Series
Pre-A Actual Investment Amount multiplied by the USD/RMB exchange rate on a bank on the date
which is five (5) days prior to the date on which the Series Pre-A Liquidation Preference Amount is paid
by the Company, plus any accumulated dividends or declared but undistributed dividends thereof (the
“Series Pre-A Liquidation Preference Amount”). If the Distributable Liquidation Assets are
insufficient to pay off all the Series Pre-A Liquidation Preference Amount, each such Series Pre-A
Preferred Shareholder shall be entitled to distribution in proportion to the Series Pre-A Liquidation
Preference Amount to which they are respectively entitled;

(c)  after the full payment of the Series A Liquidation Preference Amount and the Series Pre-A Liquidation
Preference Amount, (i) the Series Angel Preferred Shareholders shall be entitled to receive Distributable
Liquidation Assets in preference to the Shareholders other than the Series A Preferred Shareholders and
the Series Pre-A Preferred Shareholders in the amount equal to 100% of the Series Angel Actual
Investment Amount multiplied by the USD/RMB exchange rate on a bank on the date which is five (5)
days prior to the date on which the Series Angel Liquidation Preference Amount is paid by the Company,
plus any accumulated dividends or declared but undistributed dividends thereof (the “Series Angel
Liquidation Preference Amount”, together with the Series A Liquidation Preference Amount and the
Series Pre-A Liquidation Preference Amount, the “Liquidation Preference Amount”). If the
Distributable Liquidation Assets are insufficient to pay off all the Series Angel Liquidation Preference
Amount, each such Series Angel Preferred Shareholder shall be entitled to distribution in proportion to
the Series Angel Liquidation Preference Amount to which they are respectively entitled;

(d) after the full payment of the Liquidation Preference Amount, with respect to any remaining assets, all
the Shareholders (including the Preferred Shareholders) shall be entitled to receive distribution out of

the remaining assets in proportion to their then shareholdings in the Company.

Deemed Liquidation Event means any transaction (treating any series of related transactions as a “transaction”)

involving (a) the merger or acquisition of any Group Company or other similar transaction of change of Control of
such Group Company, which results in the shareholding or voting right of such Group Company in the surviving
entity after such event being less than 50%; (b) all or substantially all of the assets of such Group Company are sold
or authorised, or all or substantially all or substantially all of the intellectual property of such Group Company are
exclusively licensed or sold to a third party; (c) the change of ultimate beneficial owner of such Group Company;
and (d) any other events which can be defined as the change of Control of such Group Company.

Conversion rights

(@)

(b)

Conversion Rights. Unless converted earlier pursuant to section (b) below, each Preferred Shareholder shall
have the right, at such holder’s sole discretion, to convert all or any portion of the Preferred Shares (on a
fully-diluted basis) into Ordinary Shares at any time. All Preferred Shareholders claimed that they won’t
exercise the conversion rights before 30 June 2025.

The conversion rate for Preferred Shares (on a fully-diluted basis) shall be determined by dividing the
applicable Original Issue Price by the conversion price then in effect at the date of the conversion. The initial
conversion price will be the applicable Original Issue Price (i.e., a 1-to-1 initial conversion ratio), which will
be subject to adjustments to reflect stock dividends, stock splits and other events, (the “Preferred Share
Conversion Price”). Nothing in this section shall limit the automatic conversion rights of Preferred Shares (on
a fully-diluted basis) described in section (b) below.

Automatic Conversion. Each Preferred Share (on a fully-diluted basis) shall automatically be converted into
Ordinary Shares, at the then applicable Preferred Share Conversion Price upon (i) the closing of an
[REDACTED], or (ii) the consents in writing by the respective holders of each series or class of Preferred
Shares (including the holders of any Warrant convertible into such series or class of Preferred Shares as if such
Warrant it holds had been exercised). In the event of the automatic conversion of the Preferred Shares (on a
fully-diluted basis) upon an [REDACTED] as aforesaid, the Person(s) entitled to receive the Ordinary Shares
issuable upon such conversion of Preferred Shares shall not be deemed to have converted such Preferred Shares
until immediately prior to the closing of such [REDACTED].
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Redemption rights

The Series A Convertible Redeemable Preferred Shares, Series Pre-A Convertible Redeemable Preferred
Shares and Series Angel Convertible Redeemable Preferred Shares shall be redeemable at the option of the holders
of the Preferred Shares as provided herein:

In the event of any of the following circumstances (the “Repurchase Event”), whichever is earlier: (i) the
failure to consummate a Qualified [REDACTED] by 30 June 2026, (ii) the Group Companies and/or the Founder
materially default or breach the representations, warranties, covenants, obligations, undertaking of the Transaction
Documents which default or breach has a Material Adverse Effect; (iii) the cessation of the Founder being employed
by any of the Group Companies; (iv) the occurrence of a criminal investigation by the competent governmental
authorities against the Founder due to the Founder’s violation of Laws, and results into a final, non-appealable
decision that the Founder shall bear criminal liability, except for any criminal liability of the Founder which has no
Material Adverse Effect, including but not limited to criminal liability resulting from violation of traffic rules; (v)
any dispute arising from the historical and/or then current shareholders of the Group Companies which results in all
Equity Securities of such Group Company or Equity Securities of any other Group Company directly or indirectly
held by the Investors being frozen or subject to any disposal restrictions, and which has a material adverse effect to
the consummation of a Qualified [REDACTED] by the Company or the exit of the Investor, and which fails to be
properly resolved within six (6) months from the date of occurrence thereof; and (vi) any Preferred Shareholder
exercises his repurchase right pursuant to this section.

The redemption price for each Redemption Share redeemed pursuant to Series A, Series Pre-A and Series
Angel Convertible Redeemable Preferred Shares shall be R = I*E*(14+8%)N+D. (i) I represents the actual investment
amount in RMB paid by such shareholders; (ii) E represents the USD/RMB exchange rate of a bank on the date which
is five (5) days prior to the date on which the Redemption Price is paid by the Company; (iii) N represents a fraction,
the numerator of which is the number of calendar days from the date on which such Preferred Shareholder pays the
Actual Investment Amount pursuant to the Domestic Share Purchase Agreement, as applicable (the “Acquisition
Time”), through the date on which the Redemption Price is actually received by such Series Pre-A Preferred
Shareholder, and the denominator of which is 365; (iv) D represents t the sum of all dividends and bonus that have
been declared but unpaid to such Preferred Shareholder and/or any other accumulated but unpaid amount (if any)
corresponding to the Preferred Shares requested to be repurchased by such Preferred Shareholder.

The movements of the convertible redeemable preferred shares as at the end of each of the Relevant Periods
are set out below:

Series Pre-A

Series Angel Convertible Series A
Convertible Redeemable =~ Redeemable Preferred  Convertible Redeemable
Preferred Shares Shares Preferred Shares Total
Number of Number of Number of
shares RMB’000 shares ~ RMB’000 shares RMB’000  RMB’000

As at 1 January 2021 - - 13,161,290 300,000 - - 300,000
Issuance of preferred shares - - - - 18,593,305 600,000 600,000
Redemption rights granted to

Series Angel Preferred

Shareholders 6,267,235 100,000 - - - - 100,000
Redemption rights granted to

2021 April capital swap - - - - 7,328,865 115,407 115,407
Accumulated fair value

change of equity instrument

on redemption rights grant

date - 18,362 - - - 104,883 123,245
Changes in fair value - 17,628 - 50,423 - 76,150 144,201
As at 31 December 2021 and

1 January 2022 6,267,235 135,990 13,161,290 350,423 25,922,170 896,440 1,382,853
Changes in fair value - 39,430 - 70,710 - 80,891 191,031
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Series Pre-A

Series Angel Convertible Series A
Convertible Redeemable = Redeemable Preferred  Convertible Redeemable
Preferred Shares Shares Preferred Shares Total
Number of Number of Number of

shares RMB’000 shares ~ RMB’000 shares RMB’000  RMB’000

As at 31 December 2022 and
1 January 2023 6,267,235 175,420 13,161,290 421,133 25,922,170 971,331 1,573,884

Changes in fair value - 40,985 - 84,442 - 148,705 274,132

As at 31 December 2023 and
1 January 2024 6,267,235 216,405 13,161,290 505,575 25,922,170 1,126,036 1,848,016

Termination of Warrant
agreement - - - - (5,767,820) (183,000)  (183,000)

Changes in fair value - 39,825 - 76,990 40,218 157,033

As at 30 June 2024 6,267,235 256,230 13,161,290 582,565 20,154,350 983,254 1,822,049

The Group applied the discounted cash flow method to determine the equity value of the Company and adopted
the equity allocation model to determine the fair values of the convertible redeemable preferred shares as at the end
of each of the Relevant Periods. Key valuation assumptions used to determine the fair values of the convertible
redeemable preferred shares and commitment derivatives are set below:

As at

As at 31 December 30 June

2021 2022 2023 2024
Discount rate 16.50% 15.50% 15.00% 15.00%
Risk-free interest rate 1.19% 4.17% 4.13% 4.75%

Discounts for lack of marketability

(“DLOM”) 19.05% 17.92% 14.37% 12.59%
Volatility 43.48% 45.50% 41.11% 39.96%

The Group estimated the risk-free interest rate based on the yield of the United States Government Bond with
maturity close to the expected exit timing as at the valuation date. The DLOM was estimated based on the
option-pricing method. Under the option-pricing method, the cost of redemption option, which can hedge the price
change before the privately held share can be sold, was considered as a basis to determine the lack of marketability
discount.

Volatility was estimated based on the annualised standard deviation of daily stock price return of comparable
companies for a period from the valuation date and with a similar time span to expiration.

30. SHARE CAPITAL

The Company was incorporated in the Cayman Islands on 28 July 2021 with initial authorised share capital
of USD50,000 divided into 500,000,000 Ordinary Shares of US$0.0001 each.

On 28 July, 2021, upon incorporation, the Company issued 100 Ordinary Shares to Next Bloks Limited, 100

Ordinary Shares to Smart Bloks Limited, 1 Ordinary Share to ShawnXF Limited, 1 Ordinary Share to Bloks Is
Coming Limited and 1 Ordinary Share to Way Elegance Limited, respectively.
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On 25 July 2022, the Company reclassified and re-designated:

1y

2)

A total of 74,275,759 unissued Original Shares of US$0.0001 each as 35,192,299 Series Angel Preferred
Shares, 13,161,290 Series Pre-A Preferred Shares and 25,922,170 Series A Preferred Shares,
respectively.

The Company issued (i) 127,522,548 Ordinary Shares; (ii) 35,192,299 Series Angel Preferred Shares;
(iii1) issued 13,161,290 Series Pre-A Preferred Shares; (iv) issued 20,154,350 Series A Preferred Shares;
(v) 1 issued Ordinary Share of US$0.0001 as 1 Series Angel Preferred Share.

On 25 July 2022, the Company also entered into the warrant agreement with Yunfeng Tuoyuan, pursuant to
which the Company has agreed to issue a warrant to Yunfeng Tuoyuan for it or its designated affiliates to subscribe
for an aggregate of 5,767,820 Series A Preferred Shares (the “Warrant”). On 3 April 2024, the Company entered into
a warrant termination agreement and then settled the Warrant in cash.

On 12 January 2023, the Company issued 21,321,255 Ordinary Shares to First Prosperity for the purpose of
the Share Incentive Scheme.

Authorised

Authorised Nominal value of

number of shares shares
USD
Ordinary shares of USD1 each as at 28 July 2021 (date of
incorporation) 500,000,000 50,000
Ordinary shares of USD0.0001 each as at 31 December 2021 500,000,000 50,000
Re-classification and re-designation to Series Angel Preferred Shares (35,192,300) (3,519)
Re-classification and re-designation to Series Pre-A Preferred Shares (13,161,290) (1,316)
Re-classification and re-designation to Series A Preferred Shares (25,922,170) (2,592)
Ordinary shares of USD0.0001 each as at 31 December 2022, 2023
and 30 June 2024 425,724,240 42,573
Series Angel Preferred Shares of USD0.0001 each as at
31 December 2022, 2023 and 30 June 2024 (Note 1) 35,192,300 3,519
Series Pre-A Preferred Shares of USDO0.0001 each as at
31 December 2022, 2023 and 30 June 2024 (Note 2) 13,161,290 1,316
Series A Preferred Shares of USD0.0001 each as at
31 December 2022, 2023 and 30 June 2024 (Note 3) 25,922,170 2,592

Note 1:

Note 2:

Note 3:

35,192,300 Series Angel Preferred Shares includes (1) 28,925,065 shares was recorded as equity,
(2) 6,267,235 shares was recognised as Series Angel Convertible Redeemable Preferred Shares and
recorded as financial liabilities measured at fair value through profit or loss as at 31 December 2022, 2023
and 30 June 2024.

13,161,290 Series Pre-A Preferred Shares was fully recognised as Series Pre-A Convertible Redeemable
Preferred Shares and recorded as financial liabilities measured at fair value through profit or loss as at
31 December 2022, 2023 and 30 June 2024.

25,922,170 Series A Preferred Shares was fully recognised as Series A Convertible Redeemable Preferred
Shares and recorded as financial liabilities measured at fair value through profit or loss as at 31 December
2022 and 2023. Warrant with 5,767,820 shares was terminated on 3 April 2024 but still within authorised
Series A Preferred Shares and there was 20,154,350 shares recognised as Series A Convertible Redeemable
Preferred Shares as at 30 June 2024.
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Issued and fully paid

Ordinary shares

Issuance of Ordinary shares at the date of incorporation
(28 July 2021)

As at 31 December 2021

Issuance of Ordinary shares
Re-designate to Series Angel Preferred Shares
As at 31 December 2022

Ordinary shares issued for the share incentive plan

As at 31 December 2023 and 30 June 2024

Series Angel Preferred Shares (Note)
As at 28 July 2021 (date of incorporation)
As at 31 December 2021

Series Angel Preferred Shares (except for Series Angel
Convertible Redeemable Preferred Shares) issued

As at 31 December 2022, 2023 and 30 June 2024

Number of Nominal value Nominal value
shares of shares of shares

USD RMB

203 - -

203 - -
127,522,548 12,752 91,521
(1) - -
127,522,750 12,752 91,521
21,321,255 2,132 15,301
148,844,005 14,884 106,822
Number of Nominal value Nominal value
shares of shares of shares

USD RMB

28,925,065 2,893 20,759
28,925,065 2,893 20,759

Note: The Company does not hold an unavoidable obligation to (i) deliver cash or other financial assets to Series
Angel preferred shareholders; (ii) to exchange financial assets or financial liabilities with Series Angel
preferred shareholders that are unfavorable to the Company; and (iii) to deliver a variable number of the
Company’s own ordinary shares. Hence, Series Angel Preferred Shares (except for Series Angel Convertible
Redeemable Preferred Shares) were recognized as equity in accordance with relevant IFRS standard.

Share Capital

Issued and fully paid:

Nominal value of Ordinary shares (RMB)

Nominal value of Series Angel Preferred
Shares (except for Series Angel
Convertible Redeemable Preferred
Shares) (RMB)

Total

As at

As at 31 December 30 June
2021 2022 2023 2024
- 91,521 106,822 106,822

- 20,759 20,759 20,759

- 112,280 127,581 127,581
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31. RESERVES
Group

The amounts of the Group’s reserves and the movements therein during the Relevant Periods and the six
months ended 30 June 2023 are presented in the consolidated statements of changes in equity.

(a)  Share premium

The share premium represents the difference between the par value of the shares issued and the consideration
received.

(b)  Share option reserve

The share option reserve of the Group represents the share-based payment granted by the Group.
(c)  Other reserve

The other reserve represents (i) the exchange fluctuation reserve represents exchange differences arising from
the translation of the financial statements of group companies whose functional currencies are different from the
Company’s presentation currency; and (ii) the acquisition of minority interests of the Group’s subsidiaries.

Company

A summary of the Company’s reserves is as follows:

Share Share option Other Accumulated
premium reserve reserve losses Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2021 - - - - -
Incorporation of the Company 859,150 8,851 - - 868,001
Total comprehensive loss for
the year - - - (144,201) (144,201)
Recognition of share-based
payment expenses - 6,863 - - 6,863
Redemption rights granted to
capital swap (215,407) - (123,245) - (338,652)
At 31 December 2021 and
1 January 2022 643,743 15,714 (123,245) (144,201) 392,011
Total comprehensive loss for
the year - - (8) (191,272) (191,280)
Issue of shares (112) - - - (112)
Recognition of share-based
payment expenses - 6,337 - - 6,337
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Share Share option Other Accumulated

premium reserve reserve losses Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 31 December 2022 and
1 January 2023 643,631 22,051 (123,253) (335,473) 206,956

Total comprehensive loss for

the year - - (5) (274,290) (274,295)
Issue of shares (16) - - - (16)
Recognition of share-based

payment expenses - 6,231 - - 6,231

At 31 December 2023 and
1 January 2024 643,615 28,282 (123,258) (609,763) (61,124)

Total comprehensive loss for

the period - - (122) (532,350) (532,472)
Recognition of share-based

payment expenses - 374,670 - - 374,670
At 30 June 2024 643,615 402,952 (123,380) (1,142,113) (218,926)

32. EQUITY-SETTLED SHARE-BASED PAYMENT

In order to promote the Group’s development in the long run and attract and retain the senior management team
and core talents, Shanghai Bloks Technology Group Co., Ltd., the onshore holding company of the Group adopted
a share incentive scheme (the “Original Plan”) in December 2020.

In December 2020, the Board approved the Original Plan and granted 4,089,574 shares to certain employees
at an exercise price of RMBO0.2 per share. According to the Original Plan agreements, the shares are vested in one
tranche within the vesting period from the grant date to the estimated date of completion of the qualified
[REDACTED] of the Company, subject to employees’ continuous service to the Company.

In March 2024, the Board passed a resolution to replace the Original Plan with an unmodified equity incentive
plan (the “Mirroring Plan”). The Mirroring Plan is the continuation of the Original Plan adopted by Shanghai Bloks
Technology Group Co., Ltd. in December 2020. At the meanwhile, the Company intends to amend the Scheme
(including the name of the Scheme, which will be updated to the Share Incentive Scheme), applicable both to the
participants regulated under the domestic scheme and to any eligible future participants.

In April 2024, the Board granted 17,776,888 share options to certain employees including the chief executive
and executive directors under the Share Incentive Scheme at an exercise price of RMBO0.2 per share. The share options
granted to the chief executive have been vested immediately. The remaining share options shall be vested in four, six
or eight years and the share options shall be vested in yearly instalments of agreed percentage at each anniversary
date commencing from the vesting commencement date.

During the Relevant Periods and the six months ended 30 June 2023, the Group recognised share-based

payment expenses of RMB6,863,000, RMB6,337,000, RMB6,231,000, RMB374,670,000 and RMB3,071,000
(unaudited), respectively.
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The following shares were outstanding during the Relevant Periods:

Share Incentive Scheme adopted in
December 2020

Numbers of Fair value

shares per share

RMB

At 1 January 2021 4,089,574 7.05
Forfeited (380,158) -
At 31 December 2021 and 1 January 2022 3,709,416 7.05
Forfeited (85,712) -
At 31 December 2022 and 1 January 2023 3,623,704 7.05
Forfeited (66,387) -
At 31 December 2023 and 1 January 2024 3,557,317 7.05
Forfeited (12,950) -
At 30 June 2024 3,544,367 7.05

Share Incentive Scheme adopted in

April 2024
Numbers of Fair value
shares per share
RMB
At 1 January 2024 - -
Granted 17,776,888 28.57-28.60
At 30 June 2024 17,776,888 28.57-28.60

The fair value of the shares granted in December 2020 was RMB7.05 per share and the exercise price was
RMBO.2 per share. The fair value of the share options granted in April 2024 was between RMB28.57 and RMB28.60
per share and the exercise price was RMBO0.2 per share.

The fair value of the Original Plan at the grant date was determined using back-solve method from most recent
transaction price, taking into account the terms and conditions upon which the shares were granted.

-1-70 -



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

APPENDIX I ACCOUNTANTS’ REPORT

The fair value of the share options granted in April 2024 was estimated as at the date of grant using a binomial
model, taking into account the terms and conditions upon which the options were granted. The following table lists
the inputs to the model used:

15 April 2024

Dividend yield (%) -

Expected Volatility (%) 41.48
Risk-free interest rate (%) 4.61
Expected life of options (years) 10.00

The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which
may also not necessarily be the actual outcome.

33. NOTES TO CONSOLIDATED STATEMENTS OF CASH FLOWS
(a) Major non-cash transactions

During the year ended 31 December 2021 and the six months ended 30 June 2023, the Group had no major
non-cash transactions. During the years ended 31 December 2022 and 2023 and the six months ended 30 June 2024,
the Group had non-cash additions to right-of-use assets of RMBS5,152,000, RMB52,831,000 and RMB989,000 and
lease liabilities of RMB5,152,000, RMB52,831,000 and RMB989,000, respectively, in respect of lease agreements.

(b)  Changes in liabilities arising from financing activities

Convertible ~ Interest- Accrued  Amounts Payables for Amounts
redeemable bearing [REDACTED] dueto  acquisition of  in connection
Lease preferred bank included in  related non-controlling with the ~ Loan payable
liabilities shares borrowings other payables  parties interest equity Reorganization to a third party Total
RMB’000 RMB'000  RMB’000 RMB’000  RMB’000 RMB’000 RMB’000 RMB’000  RMB’000

At 1 January 2021 65,450 638,052 - [REDACTED] 19,196 - - 6,525 729,823
Changes from

financing cash

flows (22,368) 600,000 - [REDACTED] - - - - 577,632
Interest expenses 2,323 - - [REDACTED] - - - - 2,323
Effect of foreign

exchange rate

changes, net - - - [REDACTED] (461) - - (149) (610)
Fair value changes - 144,201 - [REDACTED] - - - - 144201
At 31 December

2021 and 1

January 2022 45,405 1,382,853 - [REDACTED] 18,735 - - 6,376 1,453,369
Changes from

financing cash

flows (28,853) - 4990  [REDACTED] 25,000 - 30,338 - 31475
New leases 5152 - - [REDACTED] - - - - 5152
Interest expenses 1,564 - 10 [REDACTED] - - - - 1,574
Effect of foreign

exchange rate

changes, net - - - [REDACTED] 959 - - 589 1,548
Fair value changes - 191,031 - [REDACTED] - - - - 191,031
At 31 December

2022 and 1

January 2023 23,268 1,573,884 5,000 [REDACTED] 44,694 - 30,338 6,965 1,684,149
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Convertible  Interest- Accrued  Amounts Payables for Amounts in
redeemable bearing [REDACTED] due to  acquisition of connection
Lease preferred bank included in  related non-controlling with the ~ Loan payable
liabilities shares borrowings other payables  parties interest equity Reorganization to a third party Total
RMB’000 RMB'000  RMB’000 RMB’000  RMB’000 RMB’000 RMB’000 RMB’000  RMB’000

At 1 January 2023 23,268 1,573,884 5,000 [REDACTED] 44,694 - 30,338 6,965 1,684,149
Changes from

financing cash

flows (19,300) - (6,054) [REDACTED] (18,974 - (25,818) - (70,146)
New leases 52,831 - - [REDACTED] - - - - 52831
Lease termination (468) - - [REDACTED] - - - - (468)
Interest expenses 600 - 1,054 [REDACTED] - - - - 1,654
Effect of foreign

exchange rate

changes, net - - - [REDACTED] 193 - - 118 311
Acquisition of

non-controlling

interest equity - - - [REDACTED] - 30,000 - - 30,000
Fair value changes - 274,132 - [REDACTED] - - - - 214132
At 31 December

2023 and 1

January 2024 56,931 1,848,016 - [REDACTED] 25913 30,000 4,520 7,083 1,972,463
Changes from

financing cash

flows (12,545) (183,000 - [REDACTED]  (25,914) (32,400) (4,520 (7,095) (273,014)
Changes from

operating cash

flows - - - [REDACTED] - - - - (10,716)
New leases 989 - - [REDACTED] - - - - 989
[REDACTED] - - - [REDACTED] - - - - [REDACTED]
Deferred issue

costs - - - [REDACTED] - - - - 8,267
Acquisition of

non-controlling

interest equity - - - [REDACTED] - 2,400 - - 2,400
Interest expenses 891 - - [REDACTED] - - - - 891
Effect of foreign

exchange rate

changes, net - - - [REDACTED] 1 - - 12 13
Fair value changes - 157,033 - [REDACTED] - - - - 157,033
At 30 June 2024 46,266 1,822,049 - [REDACTED] - - - - 1,873,081
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Convertible  Interest- Accrued  Amounts Payables for Amounts in
redeemable bearing [REDACTED] due to  acquisition of connection
Lease preferred bank included in  related non-controlling with the ~ Loan payable
liabilities shares borrowings other payables  parties interest equity Reorganization to a third party Total
RMB’000 RMB'000  RMB’000 RMB’000  RMB’000 RMB’000 RMB’000 RMB’000  RMB’000

At 1 January 2023 23,268 1,573,884 5,000 [REDACTED] 44,694 - 30,338 6,965 1,684,149
Changes from

financing cash

flows

(unaudited) (6,695) - (5,937) [REDACTED] - - (25,818) - (38,450)
Lease termination

(unaudited) (468) - - [REDACTED] - - - - (468)
Interest expenses

(unaudited) 386 - 937 [REDACTED] - - - - 1,323
Effect of foreign

exchange rate

changes, net

(unaudited) - - - [REDACTED] 426 - - 261 687
Fair value changes

(unaudited) - 188,611 - [REDACTED] - - - - 188,611
At 30 June 2023

(unaudited) 16,491 1,762,495 - [REDACTED] 45,120 - 4,520 7,226 1,835,852

(c) Total cash outflows for leases

Within operating activities
Within financing activities

34. COMMITMENTS

Contractual commitments

Year ended 31 December Six months ended 30 June

2021 2022 2023 2023 2024

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

2,278 483 1,173 546 402

22,368 28,853 19,300 6,695 12,545

24,646 29,336 20,473 7,241 12,947

Capital expenditure contracted for at the end of each of the Relevant Periods but not yet incurred is as follows:

Mold equipment

Licensed IP

As at

As at 31 December 30 June

2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
- 2,497 453 16,941

6,738 5,618 4,585 39,294
6,738 8,115 5,038 56,235
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35. TRANSACTIONS WITH NON-CONTROLLING INTERESTS

(a) Acquisition of additional interests in subsidiaries

During the Relevant Periods, the Group acquired the following additional equity interests in the subsidiaries

from the non-controlling interests:

Subsidiaries

Bloks Technology (Hangzhou) Co., Ltd.
Shanghai Bloks Culture Communication Co., Ltd.
Bloks Technology (Hangzhou) Co., Ltd.

Equity
interests Cash
Date acquired consideration
% RMB’000
11 March 2021 3.42 -
13 October 2023 8.70 30,007
31 March 2024 35.00 2,400

The effect of changes in the equity interests of these subsidiaries on the total equity attributable to owners of
the parent during the Relevant Periods is summarised as follows:

31 December 2021

Carrying amount of non-controlling interests acquired

31 December 2023

Carrying amount of non-controlling interests acquired
Consideration payable to non-controlling interests

Excess of consideration paid over the carrying amount acquired

30 June 2024

Carrying amount of non-controlling interests acquired
Consideration payable to non-controlling interests

Excess of consideration paid over the carrying amount acquired

Effect on
the total equity

RMB’000

Effect on
the total equity

RMB’000

(10,254)
30,007

40,261

Effect on
the total equity

RMB’000

(20)
2,400

2,420

In March 2024, the Group acquired additional equity interests in Bloks Technology (Hangzhou) Co., Ltd., a
subsidiary of the Group, from two non-controlling shareholders at cash consideration of RMB2,400,000. After the
transaction, the Group’s shareholding of Bloks Technology (Hangzhou) Co., Ltd. increased to 100% accordingly.

~1-74 -



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

APPENDIX I ACCOUNTANTS’ REPORT

(b)  Disposal of interests in subsidiaries without loss of control

In April 2021, Bloks Technology (Hangzhou) Co., Ltd., a subsidiary of the Group, obtained a capital injection
from a non-controlling shareholder amounting to RMB1,800,000. After the capital injection, the Group’s equity
interest diluted from 68.42% to 65% and the non-controlling interests in Bloks Technology (Hangzhou) Co., Ltd.
increased to RMB633,000 accordingly.

Effects of transactions with non-controlling interests on the equity attributable to owners of the parent

for the Relevant Periods and the six months ended 30 June 2023:

31 December 2021

Effect on
the total equity
RMB’000
Changes in equity attributable to owners of the parent arising from:
— Acquisition of additional interests in subsidiaries 1
— Disposal of interests in subsidiaries without loss of control 1,166
Net effect for transactions with non-controlling interests on equity attributable to
owners of the parent 1,167
31 December 2023
Effect on
the total equity
RMB’000
Changes in equity attributable to owners of the parent arising from:
— Acquisition of additional interests in subsidiaries 40,261
Net effect for transactions with non-controlling interests on equity attributable to
owners of the parent 40,261
30 June 2024
Effect on
the total equity
RMB’000
Changes in equity attributable to owners of the parent arising from:
— Acquisition of additional interests in subsidiaries 2,420
Net effect for transactions with non-controlling interests on equity attributable to
owners of the parent 2,420
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36. RELATED PARTY TRANSACTIONS
(a) Name and relationship of related parties
Name Relationship
Mr. Zhu Weisong Controlling shareholder
Ningbo Shengteng Investment Management Controlled by the controlling shareholder
Partnership (Limited Partnership)
Wise Creation Investment Limited Controlled by the controlling shareholder
Shanghai Information Technology Co., Ltd. Controlled by the controlling shareholder
Shanghai Bloks Culture Communication Co., Ltd. Controlled by the controlling shareholder
(b)  Transactions with related parties

()

The Group had the following material transactions with related parties during the Relevant Periods and the six
months ended 30 June 2023:

Year ended 31 December

Six months ended 30 June

2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Borrowings from a related
party - 25,000 - - -
Repayment of amounts due
to related parties - - 18,974 - 25914
Sublease income from a
related party - - - - 137
Animation production
service fees from a
related party - - - - 834
Outstanding balances with related parties
As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
Loan payables
Ningbo Shengteng Investment
Management Partnership (Limited
Partnership) - 25,000 25,000 -
Mr. Zhu Weisong 17,913 18,797 - -
Wise Creation Investment Limited 822 897 913 -
18,735 44,694 25,913 -
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As at

As at 31 December 30 June

2021 2022 2023 2024

RMB’000 RMB’000 RMB’000 RMB’000

Other receivables from sublease
income
Shanghai Information Technology
Co., Ltd. - - - 137

Prepayments for animation
production
Shanghai Bloks Culture
Communication Co., Ltd. - - - 1,366

As at the end of each of the Relevant Periods, the Group’s outstanding balances with Controlling shareholder
and companies controlled by Controlling shareholder were all unsecured, interest-free and repayable on demand.

The loan payables with related parties are non-trade in nature and the balances have been settled as at 30 June
2024. As at 30 June 2024, the outstanding balances with related parties, which is other receivables and prepayment,

are of trade nature.

(d) Compensation of key management personnel of the Group

Year ended 31 December Six months ended 30 June
2021 2022 2023 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Salaries, bonuses,
allowances and benefits
in kind 3,198 3,129 3,740 1,821 2,906
Pension scheme
contributions 525 540 542 263 336
Share-based payment
expenses 498 498 498 245 364,573
4,221 4,167 4,780 2,329 367,815

Further details of directors’ and the chief executive’s emoluments are included in note 10 to the Historical
Financial Information.
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37. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of each of the Relevant

Periods are as follows:
Financial assets

31 December 2021

Financial assets included in prepayments,
other receivables and other assets

Cash and cash equivalents

Pledged deposits

Trade and notes receivables

Financial assets at fair value through profit
or loss

31 December 2022

Financial assets included in prepayments,
other receivables and other assets

Cash and cash equivalents

Pledged deposits

Trade and notes receivables

Financial assets at fair value through profit
or loss

Financial

assets at fair Financial
value through assets at

profit or loss amortised cost Total

RMB’000 RMB’000 RMB’000

- 7,503 7,503

- 76,153 76,153

- 4,719 4,719

- 24,917 24,917

272,785 - 272,785

272,785 113,292 386,077

Financial

assets at fair Financial
value through assets at

profit or loss amortised cost Total

RMB’000 RMB’000 RMB’000

- 7,510 7,510

- 188,972 188,972

- 9,064 9,064

- 15,299 15,299

1,251 - 1,251

1,251 220,845 222,096
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31 December 2023

Financial assets included in prepayments,
other receivables and other assets

Cash and cash equivalents

Pledged deposits

Trade and notes receivables

Financial assets at fair value through profit
or loss

30 June 2024

Financial assets included in prepayments,
other receivables and other assets

Cash and cash equivalents

Pledged deposits

Trade and notes receivables

Financial liabilities

31 December 2021

Financial liabilities included in other payables
and accruals

Trade and notes payables

Amounts due to related parties

Convertible redeemable preferred shares

Financial
assets at fair Financial
value through assets at
profit or loss amortised cost Total
RMB’000 RMB’000 RMB’000
- 7,125 7,125
- 360,837 360,837
- 8,141 8,141
- 38,256 38,256
1,251 — 1,251
1,251 414,359 415,610
Financial
assets at fair Financial
value through assets at
profit or loss amortised cost Total
RMB’000 RMB’000 RMB’000
- 7,157 7,157
- 554,092 554,092
- 8,587 8,587
- 63,298 63,298
- 633,134 633,134
Financial
liabilities at
fair value Financial
through profit liabilities at
or loss amortised cost Total
RMB’000 RMB’000 RMB’000
- 87,447 87,447
- 92,879 92,879
- 18,735 18,735
1,382,853 - 1,382,853
1,382,853 199,061 1,581,914

-1-79 -



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

APPENDIX I ACCOUNTANTS’ REPORT

31 December 2022

Financial
liabilities at
fair value Financial
through profit liabilities at
or loss amortised cost Total
RMB’000 RMB’000 RMB’000
Financial liabilities included in other payables
and accruals - 91,567 91,567
Trade and notes payables - 118,533 118,533
Amounts due to related parties - 44,694 44,694
Interest-bearing bank borrowings - 5,000 5,000
Convertible redeemable preferred shares 1,573,884 - 1,573,884
1,573,884 259,794 1,833,678
31 December 2023
Financial
liabilities at
fair value Financial
through profit liabilities at
or loss amortised cost Total
RMB’000 RMB’000 RMB’000
Financial liabilities included in other payables
and accruals - 93,522 93,522
Trade and notes payables - 259,671 259,671
Amounts due to related parties - 25,913 25,913
Convertible redeemable preferred shares 1,848,016 - 1,848,016
1,848,016 379,106 2,227,122
30 June 2024
Financial
liabilities at
fair value Financial
through profit liabilities at
or loss amortised cost Total
RMB’000 RMB’000 RMB’000
Financial liabilities included in other payables
and accruals - 92,620 92,620
Trade and notes payables - 514,705 514,705
Convertible redeemable preferred shares 1,822,049 - 1,822,049
1,822,049 607,325 2,429,374
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38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and cash equivalents, pledged deposits, trade and notes
receivables, financial assets included in prepayments, other receivables and other assets (in the current portion),
financial liabilities included in trade and other payables and lease liabilities (in the current portion) approximate to
their carrying amounts largely due to the short-term maturities of these instruments.

The Group’s finance department headed by the finance manager is responsible for determining the policies and
procedures for the fair value measurement of financial instruments. At the end of each of the Relevant Periods, the
finance department analyses the movements in the values of financial instruments and determines the major inputs
applied in the valuation. The directors review the results of the fair value measurement of financial instruments
periodically for financial reporting.

The fair values of the financial assets and liabilities are included at the amount at which the instrument could
be exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair values:

The fair values of the non-current portion of financial assets included in prepayments, other receivables and
other assets have been calculated by discounting the expected future cash flows using rates currently available for
instruments with similar terms, credit risk and remaining maturities.

The Group invests in cash management products issued by the bank. The fair values of these products are
derived from quoted prices (unadjusted) in active market for identical assets or liabilities. The valuation techniques
based on open market transaction prices.

The fair value of the convertible redeemable preferred shares measured at FVTPL is determined using the
valuation techniques, including option-pricing method, and is within Level 3 fair value measurement. Further details
are set out in note 29 to the Historical Financial Information.

Set out below is a summary of significant unobservable inputs to the valuation of convertible redeemable
preferred shares categorised within Level 3 of the fair value hierarchy, together with a quantitative sensitivity

analysis as at the end of each of the Relevant Periods.

(Decrease)/increase in the fair value

Increase/

As at
(decrease) As at 31 Decemb 30

Significant unobservable sa ccember June
unobservable inputs inputs 2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000

Discount rate 5%/(5%) (62,619)/69,712 (66,964)/72,762 (69,156)/81,802 (71,186)/83,175
Risk-free interest rate 5%/(5%)  (1,376)/1,379  (4,240)/3,341 (2,597)/2,617  (1,929)/3,025
DLOM 5%/(5%) (10,234)/10,234  (8,028)/8,028  (7,356)/7,356 (10,035)/10,035
Volatility 5%/(5%) (18,455)/14,736 (12,522)/8,275  (4,726)/8,262  (4,702)/5,177
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Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group’s financial instruments:

Assets measured at fair value

As at 31 December 2021

Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Cash management products 272,785 - - 272,785
As at 31 December 2022
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Cash management product 1,251 - - 1,251
As at 31 December 2023
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Cash management product 1,251 - - 1,251
As at 30 June 2024
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

Cash management product -
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Liabilities measured at fair value

As at 31 December 2021

Convertible redeemable preferred
shares

As at 31 December 2022

Convertible redeemable preferred
shares

As at 31 December 2023

Convertible redeemable preferred
shares

As at 30 June 2024

Convertible redeemable preferred
shares

Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
- - 1,382,853 1,382,853
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
- - 1,573,884 1,573,884
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
- - 1,848,016 1,848,016
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
- - 1,822,049 1,822,049

During the Relevant Periods, there were no transfers of fair value measurements between Level 1 and Level
2 and no transfers into or out of Level 3 for both financial assets and financial liabilities.
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise convertible redeemable preferred shares, cash and cash
equivalents, pledged deposits and amounts due to and from related parties. The main purpose of these financial
instruments is to raise finance for the Group’s operations. The Group has various other financial assets and liabilities
such as trade and notes receivables and trade and notes payables, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are foreign currency risk, credit risk and
liquidity risk. The board of directors reviews and agrees policies for managing each of these risks, which are
summarised as below.

(a) Foreign currency risk

The Group has transactional currency exposures. Such exposures arise from sales or purchases by operating
units in currencies other than the units’ functional currencies. In addition, the Group has currency exposures from its
cash and cash equivalents. The management of the Company considers the Group’s exposure to foreign currency risk
not significant.

The following table demonstrates the sensitivity as at the end of each of the Relevant Periods to a reasonably
possible change in the USD exchange rate, with all other variables held constant, of the Group’s loss before tax (due

to changes in the retranslated value of monetary assets and liabilities) and the Group’s equity.

Increase/(decrease) Increase/(decrease) Increase/(decrease)

in USD/RMB rate in loss before tax in equity
% RMB’000 RMB’000
31 December 2021
If RMB weakens against USD 5 14 2
If RMB strengthens against USD (5) (14) 2)
31 December 2022
If RMB weakens against USD 5 37 6
If RMB strengthens against USD 5) (37) (6)
31 December 2023
If RMB weakens against USD 5 381 63
If RMB strengthens against USD 5) (381) (63)
30 June 2024
If RMB weakens against USD 5 792 131
If RMB strengthens against USD (5 (792) (131)

(b)  Credit risk

The Group trades only with recognised and creditworthy third parties. It is the Group’s policy that all
customers who wish to trade on credit terms are subject to credit verification procedures. In addition, receivable
balances are monitored on an ongoing basis and the Group’s exposure to bad debts is not significant..

Maximum exposure and staging as at 31 December 2021, 2022, 2023 and 30 June 2024
The table below shows the credit quality and the maximum exposure to credit risk based on the Group’s credit
policy, which is mainly based on past due information unless other information is available without undue cost or

effort, and year-end staging classification as at the end of each of the Relevant Periods. The amounts presented are
gross carrying amounts for financial assets.
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31 December 2021

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Trade receivables” - - - 25,562 25,562
Financial assets included
in prepayments, other
receivables and other
assets™” 8,087 - - - 8,087
Cash and cash equivalents 76,153 - - - 76,153
Pledged deposits 4,719 - - - 4,719
88,959 - - 25,562 114,521
31 December 2022
12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Trade receivables* - - - 15,647 15,647
Financial assets included
in prepayments, other
receivables and other
assets®* 8,065 - - - 8,065
Cash and cash equivalents 188,972 - - - 188,972
Pledged deposits 9,064 - - - 9,064
206,101 - - 15,647 221,748
31 December 2023
12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Trade receivables™ - - - 38,964 38,964
Financial assets included
in prepayments, other
receivables and other
assets™” 7,909 - - - 7,909
Cash and cash equivalents 360,837 - - - 360,837
Pledged deposits 8,141 - - - 8,141
376,887 - - 38,964 415,851
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30 June 2024

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Trade receivables* - - - 63,920 63,920
Financial assets included
in prepayments, other
receivables and other
assets** 8,329 - - - 8,329
Cash and cash equivalents 554,092 - - - 554,092
Pledged deposits 8,587 - - - 8,587
571,008 - - 63,920 634,928
* For trade receivables to which the Group applies the simplified approach for impairment, information

based on the provision matrix is disclosed in note 21 to the Historical Financial Information.

ok The credit quality of the financial assets included in prepayments, other receivables and other assets is
normal as they are not past due and there is no information indicating that the financial assets had a

significant increase in credit risk since initial recognition.

(c) Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting financial obligations due to
shortage of funds. The Group’s exposure to liquidity risk arises primarily from mismatches of the maturities of
financial assets and liabilities. The Group’s objective is to maintain a balance for continuity of funding to finance

its working capital needs as well as capital expenditure.

The maturity profile of the Group’s financial liabilities as at the end of each of the Relevant Periods, based

on contractual undiscounted payments, is as follows:

31 December 2021

Within 1 year Over 1 year Total

RMB’000 RMB’000 RMB’000

Trade and notes payables 92,879 - 92,879
Financial liabilities included in other payables

and accruals 81,071 6,376 87,447

Lease liabilities 28,703 23,096 51,799

Convertible redeemable preferred shares - 1,382,853 1,382,853

Amounts due to related parties - 18,735 18,735

202,653 1,431,060 1,633,713
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(d)

value.

31 December 2022

Trade and notes payables

Financial liabilities included in other payables
and accruals

Lease liabilities

Convertible redeemable preferred shares

Amounts due to related parties

Interest-bearing bank borrowings

31 December 2023

Trade and notes payables

Financial liabilities included in other payables
and accruals

Lease liabilities

Convertible redeemable preferred shares

Amounts due to related parties

30 June 2024

Trade and notes payables

Financial liabilities included in other payables
and accruals

Lease liabilities

Convertible redeemable preferred shares

Capital management

Within 1 year Over 1 year Total
RMB’000 RMB’000 RMB’000
118,533 - 118,533
84,602 6,965 91,567

24,221 3,425 27,646

- 1,573,884 1,573,884

18,797 25,897 44,694

5,072 - 5,072

251,225 1,610,171 1,861,396
Within 1 year Over 1 year Total
RMB’000 RMB’000 RMB’000
259,671 - 259,671
93,522 - 93,522

23,752 36,471 60,223

- 1,848,016 1,848,016

25913 - 25913
402,858 1,884,487 2,287,345
Within 1 year Over 1 year Total
RMB’000 RMB’000 RMB’000
514,705 - 514,705
92,620 - 92,620

23,050 25,655 48,705

- 1,822,049 1,822,049

630,375 1,847,704 2,478,079

The primary objectives of the Group’s capital management are to safeguard the Group’s ability to continue as
a going concern and to maintain healthy capital ratios in order to support its business and maximise shareholders’

The Group manages its capital structure and makes adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Group may adjust
the dividend payment to shareholders, return capital to shareholders or issue new shares. The Group is not subject
to any externally imposed capital requirement. No change was made in the objectives, policies or processes for

managing capital during the Relevant Periods.
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The Group monitors its capital structure on the basis of an adjusted net debt-to-capital ratio. For this purpose,
adjusted net debt is defined as total debt. Adjusted capital comprises all components of equity and convertible
redeemable preferred shares. The adjusted net debt-to-capital ratios as at the end of each of the Relevant Periods were
as follows:

Total liabilities
Less: Convertible redeemable
preferred shares
Payables in connection with the
Reorganization
Cash and cash equivalents

Adjusted net debt

Equity attributable to owners of the
parent

Add: Convertible redeemable
preferred shares

Adjusted capital

Adjusted net debt-to-capital ratio

As at
As at 31 December 30 June
2021 2022 2023 2024
RMB’000 RMB’000 RMB’000 RMB’000
3,444,595 3,322,966 2,620,950 2,617,995
(1,382,853) (1,573,884) (1,848,016) (1,822,049)
(1,759,480) (1,407,338) (187,520) -
(76,153) (188,972) (360,837) (554,092)
226,109 152,772 224,577 241,854
(950,528) (1,366,205) (1,606,257) (1,492,462)
1,382,853 1,573,884 1,848,016 1,822,049
432,325 207,679 241,759 329,587
34.3% 42.4% 48.2% 42.3%

There were no significant events after the end of the Relevant Periods that require additional disclosure or

40. EVENTS AFTER THE REPORTING PERIODS
adjustments.
41. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Group or any of the companies now comprising the
Group in respect of any period subsequent to 30 June 2024.
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The following information does not form part of the Accountants’ Report from Ernst &
Young, Certified Public Accountants, Hong Kong, the Company’s reporting accountants, as set
out in Appendix I to this document, and is included for information purposes only. The
unaudited [REDACTEDY] financial information should be read in conjunction with the section
headed “Financial Information” in this document and the Accountants’ Report set out in
Appendix I to this document.

A. UNAUDITED [REDACTED] STATEMENT OF ADJUSTED CONSOLIDATED NET
TANGIBLE ASSETS

The following unaudited [REDACTED] statement of adjusted consolidated net tangible
assets of the Group has been prepared in accordance with Rule 4.29 of the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong Limited and with reference to
Accounting Guideline 7 Preparation of [REDACTED] Financial Information for Inclusion in
Investment Circulars issued by the Hong Kong Institute of Certified Public Accountants for
illustration purposes only, and is set out here to illustrate the effect of the [REDACTED] on
the consolidated net tangible assets of the Group attributable to owners of the parent as of
30 June 2024 as if the [REDACTED] had taken place on 30 June 2024.

The unaudited [REDACTED] statement of adjusted consolidated net tangible assets of
the Group attributable to owners of the parent has been prepared for illustrative purposes only
and because of its hypothetical nature, it may not give a true picture of the financial position
of the Group had the [REDACTED] been completed as of 30 June 2024 or at any future date.
It is prepared based on our consolidated net tangible assets as of 30 June 2024 as set out in the
Accountants’ Report as set out in Appendix I to this document and adjusted as described below.
The unaudited [REDACTED] adjusted consolidated net tangible assets do not form part of the
Accountants’ Report as set out in Appendix I to this document.

Unaudited
Estimated impact (REDACTED] - Unaudited [REDACTED]
Consolidated related to the adjusted adjusted
net tangible changes of terms consolidated net  consolidated net
assets/(liabilities) Estimated of convertible  tangible assets  tangible assets
attributable to  net [REDACTED] redeemable  attributable to  attributable to
owners of the from the  preferred shares  owners of the ~ owners of the
parent [REDACTED] upon [REDACTED] parent  parent per share
(RMB'000)  (RMB’000) (RMB'000) (RMB'000) ~ RMB  HKS$
(Note 1) (Note 2) (Note 3) (Note 4)  (Note 5)
Based on an [REDACTED] of
(REDACTED] per [REDACTED] (1,507,512) [REDACTED] (REDACTED] (REDACTED] ~ [REDACTED]  (REDACTED]
Based on an [REDACTED] of
(REDACTED] per [REDACTED] (1,507,512) [REDACTED] (REDACTED] (REDACTED] ~ [REDACTED]  REDACTED]
Based on an [REDACTED] of
(REDACTED) per [REDACTED] (1,507,512) [REDACTED] (REDACTED] (REDACTED] ~ [REDACTED] ~ [REDACTED]
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Notes:

(1)  The consolidated net tangible liabilities of the Group attributable to owners of the parent as at 30 June
2024 was equal to the net liabilities attributable to owners of the parent as at 30 June 2024 of
RMB1,492,462,000 after deducting of other intangible assets of RMB15,050,000 as at 30 June 2024 set
out in the Accountants’ Report in Appendix I to this document.

(2)  The estimated net [REDACTED] from the [REDACTED] are based on estimated [REDACTED] of
[REDACTED] per [REDACTED], [REDACTED] per [REDACTED] and [REDACTED] per
[REDACTED], after deduction of the [REDACTED] and other related expenses payable by the
Company (excluding the [REDACTED] that have been charged to profit or loss during the Track
Record Period) and [REDACTED] shares expected to be [REDACTED] under the [REDACTED],
taking no account of any Shares which may be [REDACTED] upon the exercise of the [REDACTED].

(3)  Upon the [REDACTED] and the completion of the [REDACTED], 39,582,875 convertible redeemable
preferred shares will be automatically converted into 39,582,875 Ordinary Shares. The convertible
redeemable preferred shares will then be transferred from liabilities to equity. Accordingly, for the
purpose of the unaudited [REDACTED] financial information, the unaudited [REDACTED] adjusted
net tangible assets attributable to owners of the parent will be increased by RMB1,822,049,000, the
carrying amount of the convertible redeemable preferred shares as at 30 June 2024.

(4)  The unaudited [REDACTED] adjusted consolidated net tangible assets per share is arrived at after
adjustments referred in preceding paragraph and on the basis of [REDACTED] Shares are in issue,
assuming that the conversion of Preferred Shares into the ordinary shares and the [REDACTED] has
been completed.

(5)  For the purpose of this unaudited [REDACTED] statement of adjusted net tangible assets attributable
to the owners of the parent, the balances stated in RMB are converted into HK$ at the rate of RMB1.00
to HK$1.08319.

(6)  No adjustment has been made to the unaudited [REDACTED] adjusted consolidated net tangible assets

attributable to owners of the parent to reflect any trading results or other transactions of the Group
entered into subsequent to 30 June 2024.
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SUMMARY OF THE CONSTITUTION OF THE COMPANY

1 Memorandum of Association

The memorandum of association (the “Memorandum of Association”) of the Company
was conditionally adopted on [®] and states, inter alia, that the liability of the members of the
Company is limited, that the objects for which the Company is established are unrestricted and
the Company shall have full power and authority to carry out any object not prohibited by the
Cayman Companies Act or any other law of the Cayman Islands.

The Memorandum of Association is available for inspection at the address specified in
Appendix V in the section headed “Documents Delivered to the Registrar of Companies in
Hong Kong and Available on Display”.

2 Articles of Association

The articles of association (the “Articles of Association”) of the Company were
conditionally adopted on [®] and include provisions to the following effect:

2.1 Classes of Shares

The share capital of the Company consists of ordinary shares. The authorized share
capital of the Company at the date of adoption of the Articles is [®] divided into [®] shares of
[®] each.

2.2 Directors

(a) Power to allot and issue Shares

Subject to the provisions of the Cayman Companies Act and the Memorandum and
Articles of Association, the unissued shares in the Company (whether forming part of its
original or any increased capital) shall be at the disposal of the Directors, who may offer, allot,
grant options over or otherwise dispose of them to such persons, at such times and for such
consideration, and upon such terms, as the Directors shall determine.

Subject to the provisions of the Articles of Association and to any direction that may be
given by the Company in general meeting and without prejudice to any special rights conferred
on the holders of any existing shares or attaching to any class of shares, any share may be
issued with or have attached thereto such preferred, deferred, qualified or other special rights
or restrictions, whether in regard to dividend, voting, return of capital or otherwise, and to such
persons at such times and for such consideration as the Directors may determine. Subject to the
Cayman Companies Act and to any special rights conferred on any shareholders or attaching
to any class of shares, any share may, with the sanction of a special resolution, be issued on
terms that it is, or at the option of the Company or the holder thereof, liable to be redeemed.
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(b) Power to dispose of the assets of the Company or any subsidiary

The management of the business of the Company shall be vested in the Directors who, in
addition to the powers and authorities by the Articles of Association expressly conferred upon
them, may exercise all such powers and do all such acts and things as may be exercised or done
or approved by the Company and are not by the Articles of Association or the Cayman
Companies Act expressly directed or required to be exercised or done by the Company in
general meeting, but subject nevertheless to the provisions of the Cayman Companies Act and
of the Articles of Association and to any regulation from time to time made by the Company
in general meeting not being inconsistent with such provisions or the Articles of Association,
provided that no regulation so made shall invalidate any prior act of the Directors which would
have been valid if such regulation had not been made.

(c) Compensation or payment for loss of office

Payment to any Director or past Director of any sum by way of compensation for loss of
office or as consideration for or in connection with his retirement from office (not being a
payment to which the Director is contractually entitled) must first be approved by the Company
in general meeting.

(d) Loans to Directors

There are provisions in the Articles of Association prohibiting the making of loans to
Directors or their respective close associates which are equivalent to the restrictions imposed
by the Companies Ordinance.

(e) Financial assistance to purchase Shares

Subject to all applicable laws, the Company may give financial assistance to Directors
and employees of the Company, its subsidiaries or any holding company or any subsidiary of
such holding company in order that they may buy shares in the Company or any such subsidiary
or holding company. Further, subject to all applicable laws, the Company may give financial
assistance to a trustee for the acquisition of shares in the Company or shares in any such
subsidiary or holding company to be held for the benefit of employees of the Company, its
subsidiaries, any holding company of the Company or any subsidiary of any such holding
company (including salaried Directors).

(f) Disclosure of interest in contracts with the Company or any of its subsidiaries

No Director or proposed Director shall be disqualified by his office from contracting with
the Company either as vendor, purchaser or otherwise nor shall any such contract or any
contract or arrangement entered into by or on behalf of the Company with any person, company
or partnership of or in which any Director shall be a member or otherwise interested be capable
on that account of being avoided, nor shall any Director so contracting or being any member
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or so interested be liable to account to the Company for any profit so realized by any such
contract or arrangement by reason only of such Director holding that office or the fiduciary
relationship thereby established, provided that such Director shall, if his interest in such
contract or arrangement is material, declare the nature of his interest at the earliest meeting of
the board of Directors at which it is practicable for him to do so, either specifically or by way
of a general notice stating that, by reason of the facts specified in the notice, he is to be
regarded as interested in any contracts of a specified description which may be made by the
Company.

A Director shall not be entitled to vote on (nor shall be counted in the quorum in relation
to) any resolution of the Directors in respect of any contract or arrangement or any other
proposal in which the Director or any of his close associates (or, if required by the Listing
Rules, his other associates) has any material interest, and if he shall do so his vote shall not
be counted (nor is he to be counted in the quorum for the resolution), but this prohibition shall
not apply to any of the following matters, namely:

(i) the giving to such Director or any of his close associates of any security or
indemnity in respect of money lent or obligations incurred or undertaken by him or
any of them at the request of or for the benefit of the Company or any of its
subsidiaries;

(i1) the giving of any security or indemnity to a third party in respect of a debt or
obligation of the Company or any of its subsidiaries for which the Director or any
of his close associates has himself/themselves assumed responsibility in whole or in
part and whether alone or jointly under a guarantee or indemnity or by the giving of
security;

(iii) any proposal concerning an offer of shares, debentures or other securities of or by
the Company or any other company which the Company may promote or be
interested in for subscription or purchase where the Director or any of his close
associates is/are or is/are to be interested as a participant in the underwriting or

sub-underwriting of the offer;

(iv) any proposal or arrangement concerning the benefit of employees of the Company

or any of its subsidiaries including:
(A) the adoption, modification or operation of any employees’ share scheme or any

share incentive scheme or share option scheme under which the Director or any
of his close associates may benefit; or
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(B) the adoption, modification or operation of a pension or provident fund or
retirement, death or disability benefits scheme which relates both to Directors,
their close associates and employees of the Company or any of its subsidiaries
and does not provide in respect of any Director or any of his close associates,
as such any privilege or advantage not generally accorded to the class of
persons to which such scheme or fund relates; and

(v) any contract or arrangement in which the Director or any of his close associates
is/are interested in the same manner as other holders of shares or debentures or other
securities of the Company by virtue only of his/their interest in shares or debentures
or other securities of the Company.

(g) Remuneration

The Directors shall be entitled to receive by way of remuneration for their services such
sum as shall from time to time be determined by the Directors, or the Company in general
meeting, as the case may be, such sum (unless otherwise directed by the resolution by which
it is determined) to be divided amongst the Directors in such proportions and in such manner
as they may agree, or failing agreement, equally, except that in such event any Director holding
office for less than the whole of the relevant period in respect of which the remuneration is paid
shall only rank in such division in proportion to the time during such period for which he has
held office. Such remuneration shall be in addition to any other remuneration to which a
Director who holds any salaried employment or office in the Company may be entitled by

reason of such employment or office.

The Directors shall also be entitled to be paid all expenses, including travel expenses,
reasonably incurred by them in or in connection with the performance of their duties as
Directors including their expenses of traveling to and from board meetings, committee
meetings or general meetings or otherwise incurred whilst engaged on the business of the

Company or in the discharge of their duties as Directors.

The Directors may grant special remuneration to any Director who shall perform any
special or extra services at the request of the Company. Such special remuneration may be
made payable to such Director in addition to or in substitution for his ordinary remuneration
as a Director, and may be made payable by way of salary, commission or participation in profits
or otherwise as may be agreed.

The remuneration of an executive Director or a Director appointed to any other office in
the management of the Company shall from time to time be fixed by the Directors and may be
by way of salary, commission or participation in profits or otherwise or by all or any of those
modes and with such other benefits (including share option and/or pension and/or gratuity
and/or other benefits on retirement) and allowances as the Directors may from time to time
decide. Such remuneration shall be in addition to such remuneration as the recipient may be
entitled to receive as a Director.
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(h) Retirement, appointment and removal

The number of Directors shall not be less than two.

The Directors shall have power at any time and from time to time to appoint any person
to be a Director, either to fill a casual vacancy or as an addition to the existing Directors. Any
Director so appointed shall hold office only until the first annual general meeting of the
Company after his appointment and shall then be eligible for re-election at that meeting.

The Company may by ordinary resolution remove any Director (including a Managing
Director or other executive Director) before the expiration of his period of office
notwithstanding anything in the Articles of Association or in any agreement between the
Company and such Director (but without prejudice to any claim for compensation or damages
payable to him in respect of the termination of his appointment as Director or of any other
appointment of office as a result of the termination of this appointment as Director).

The Company may by ordinary resolution appoint another person in his place. Any
Director so appointed shall hold office during such time only as the Director in whose place
he is appointed would have held the same if he had not been removed. The Company may also
by ordinary resolution elect any person to be a Director, either to fill a casual vacancy or as
an addition to the existing Directors. Any Director so appointed shall hold office only until the
first annual general meeting of the Company after this appointment and shall then be eligible
for re-election but shall not be taken into account in determining the number of Directors and

which Directors who are to retire by rotation at such meeting.

No person shall, unless recommended by the Board, be eligible for election to the office
of Director at any general meeting unless, during the period, which shall be at least seven days,
commencing no earlier than the day after the dispatch of the notice of the meeting appointed
for such election and ending no later than seven days prior to the date of such meeting, there
has been given to the Secretary of the Company notice in writing by a member of the Company
(not being the person to be proposed) entitled to attend and vote at the meeting for which such
notice is given of his intention to propose such person for election and also notice in writing
signed by the person to be proposed of his willingness to be elected.

There is no shareholding qualification for Directors nor is there any specified age limit
for Directors. The office of a Director shall be vacated:

(i) if he resigns his office by notice in writing to the Company at its registered office
or its principal office in Hong Kong;

(ii) if an order is made by any competent court or official on the grounds that he is or

may be suffering from mental disorder or is otherwise incapable of managing his
affairs and the Directors resolve that his office be vacated;
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(ii1) if, without leave, he is absent from meetings of the Directors (unless an alternate
Director appointed by him attends) for 12 consecutive months, and the Directors
resolve that his office be vacated;

(iv) if he becomes bankrupt or has a receiving order made against him or suspends
payment or compounds with his creditors generally;

(v) if he ceases to be or is prohibited from being a Director by law or by virtue of any
provision in the Articles of Association;

(vi) if he is removed from office by a notice in writing served upon him signed by not
less than three-fourths in number (or, if that is not a round number, the nearest lower
round number) of the Directors (including himself) for the time being then in office;
or

(vii) if he shall be removed from office by an ordinary resolution of the members of the
Company under the Articles of Association.

At every annual general meeting of the Company one-third of the Directors for the time
being, or, if their number is not three or a multiple of three, then the number nearest to, but
not less than, one-third, shall retire from office by rotation, provided that every Director
(including those appointed for a specific term) shall be subject to retirement by rotation at least
once every three years. A retiring Director shall retain office until the close of the meeting at
which he retires and shall be eligible for re-election thereat. The Company at any annual
general meeting at which any Directors retire may fill the vacated office by electing a like
number of persons to be Directors.

(i) Borrowing powers

The Directors may from time to time at their discretion exercise all the powers of the
Company to raise or borrow or to secure the payment of any sum or sums of money for the
purposes of the Company and to mortgage or charge its undertaking, property and assets
(present and future) and uncalled capital or any part thereof.

(j) Proceedings of the Board
The Directors may meet together for the dispatch of business, adjourn and otherwise
regulate their meetings and proceedings as they think fit in any part of the world. Questions

arising at any meeting shall be determined by a majority of votes. In the case of an equality
of votes, the chairman of the meeting shall have a second or casting vote.
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2.3 Alteration to constitutional documents

No alteration or amendment to the Memorandum or Articles of Association may be made
except by special resolution.

2.4 Variation of rights of existing shares or classes of shares

If at any time the share capital of the Company is divided into different classes of shares,
all or any of the rights attached to any class of shares for the time being issued (unless
otherwise provided for in the terms of issue of the shares of that class) may, subject to the
provisions of the Cayman Companies Act, be varied or abrogated either with the consent in
writing of the holders of not less than three-fourths in nominal value of the issued shares of
that class or with the sanction of a special resolution passed at a separate meeting of the holders
of the shares of that class. To every such separate meeting all the provisions of the Articles of
Association relating to general meetings shall mutatis mutandis apply, but so that the quorum
for the purposes of any such separate meeting and of any adjournment thereof shall be a person
or persons together holding (or representing by proxy or duly authorized representative) at the
date of the relevant meeting not less than one-third in nominal value of the issued shares of that
class.

The special rights conferred upon the holders of shares of any class shall not, unless
otherwise expressly provided in the rights attaching to or the terms of issue of such shares, be
deemed to be varied by the creation or issue of further shares ranking pari passu therewith.

2.5 Alteration of capital

The Company may, from time to time, whether or not all the shares for the time being
authorized shall have been issued and whether or not all the shares for the time being issued
shall have been fully paid up, by ordinary resolution, increase its share capital by the creation
of new shares, such new capital to be of such amount and to be divided into shares of such
respective amounts as the resolution shall prescribe.

The Company may from time to time by ordinary resolution:

(a) consolidate and divide all or any of its share capital into shares of a larger amount
than its existing shares. On any consolidation of fully paid shares and division into
shares of larger amount, the Directors may settle any difficulty which may arise as
they think expedient and in particular (but without prejudice to the generality of the
foregoing) may as between the holders of shares to be consolidated determine which
particular shares are to be consolidated into each consolidated share, and if it shall
happen that any person shall become entitled to fractions of a consolidated share or
shares, such fractions may be sold by some person appointed by the Directors for
that purpose and the person so appointed may transfer the shares so sold to the
purchaser thereof and the validity of such transfer shall not be questioned, and so
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that the net proceeds of such sale (after deduction of the expenses of such sale) may
either be distributed among the persons who would otherwise be entitled to a
fraction or fractions of a consolidated share or shares ratably in accordance with
their rights and interests or may be paid to the Company for the Company’s benefit;

(b) cancel any shares which at the date of the passing of the resolution have not been
taken or agreed to be taken by any person, and diminish the amount of its share
capital by the amount of the shares so canceled subject to the provisions of the

Cayman Companies Act; and

(c) sub-divide its shares or any of them into shares of smaller amount than is fixed by
the Memorandum of Association, subject nevertheless to the provisions of the
Cayman Companies Act, and so that the resolution whereby any share is sub-divided
may determine that, as between the holders of the shares resulting from such
sub-division, one or more of the shares may have any such preferred or other special
rights, over, or may have such deferred rights or be subject to any such restrictions
as compared with the others as the Company has power to attach to unissued or new

shares.

The Company may by special resolution reduce its share capital or any capital redemption
reserve in any manner authorized and subject to any conditions prescribed by the Cayman

Companies Act.

2.6 Special resolution-majority required

A “special resolution” is defined in the Articles of Association to have the meaning
ascribed thereto in the Cayman Companies Act, for which purpose, the requisite majority shall
be not less than three-fourths of the votes of such members of the Company as, being entitled
to do so, vote in person or, where proxies are allowed, by proxy or, in the case of corporations,
by their duly authorized representatives, at a general meeting of which notice specifying the
intention to propose the resolution as a special resolution has been duly given and includes a
special resolution signed by all members for the time being entitled to receive notice of and to
attend and vote at general meetings (or being corporations by their duly appointed
representatives), and any such resolution shall be deemed to have been passed at a meeting held
on the date on which it was signed by the last member to sign.

In contrast, an “ordinary resolution” is defined in the Articles of Association to mean a
resolution passed by a simple majority of the votes of such members of the Company as, being
entitled to do so, vote in person or, where proxies are allowed, by proxy or, in the case of
corporations, by their duly authorized representatives, at a general meeting held in accordance
with the Articles of Association and includes an ordinary resolution approved in writing by all

the members of the Company aforesaid.

—III-8 —



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

APPENDIX III SUMMARY OF THE CONSTITUTION OF THE
COMPANY AND CAYMAN ISLANDS COMPANY LAW

2.7 Voting rights

Subject to any special rights, privileges or restrictions as to voting for the time being
attached to any class or classes of shares, at any general meeting on a poll every member
(except the holder of treasury share(s) (as defined under the Companies Act, the “Treasury
Share(s)”)) present in person (or, in the case of a member being a corporation, by its duly
authorized representative) or by proxy shall have one vote for each share registered in his name
in the register of members of the Company.

Where any member is, under the Listing Rules, required to abstain from voting on any
particular resolution or restricted to voting only for or only against any particular resolution,
any votes cast by or on behalf of such member in contravention of such requirement or
restriction shall not be counted.

In the case of joint registered holders of any share, any one of such persons may vote at
any meeting, either personally or by proxy, in respect of such share as if he were solely entitled
thereto; but if more than one of such joint holders be present at any meeting personally or by
proxy, that one of the said persons so present being the most or, as the case may be, the more
senior shall alone be entitled to vote in respect of the relevant joint holding and, for this
purpose, seniority shall be determined by reference to the order in which the names of the joint
holders stand on the register in respect of the relevant joint holding.

A member of the Company in respect of whom an order has been made by any competent
court or official on the grounds that he is or may be suffering from mental disorder or is
otherwise incapable of managing his affairs may vote by any person authorized in such
circumstances to do so and such person may vote by proxy.

Save as expressly provided in the Articles of Association or as otherwise determined by
the Directors, no person other than a member of the Company duly registered and who shall
have paid all sums for the time being due from him payable to the Company in respect of his
shares shall be entitled to be present or to vote (save as proxy for another member of the
Company), or to be reckoned in a quorum, either personally or by proxy at any general
meeting.

At any general meeting a resolution put to the vote of the meeting shall be decided by way
of a poll save that the chairman of the meeting may allow a resolution which relates purely to
a procedural or administrative matter as prescribed under the Listing Rules to be voted on by
a show of hands.

If a recognized clearing house (or its nominee(s)) is a member of the Company it may
authorize such person or persons as it thinks fit to act as its proxy(ies) or representative(s) at
any meeting of the Company (including general meeting and creditors meeting of the
Company) or at any general meeting of any class of members of the Company provided that,
if more than one person is so authorized, the authorization shall specify the number and class
of shares in respect of which each such person is so authorized. A person authorized pursuant
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to this provision shall be entitled to exercise the same rights and powers on behalf of the
recognized clearing house (or its nominee(s)) which he represents as that recognized clearing
house (or its nominee(s)) could exercise as if it were an individual member of the Company
holding the number and class of shares specified in such authorization, including, where a show
of hands is allowed, the right to vote individually on a show of hands.

All members for the time being entitled to receive notice of and to attend and vote at
general meetings (or, in the case of a member being a corporation, its duly authorised
representative), shall have the right to speak at any general meetings of the Company.

A Treasury Share shall not be voted, directly or indirectly, at any general meeting of the
Company and shall not be counted in determining the total number of issued shares at any
given time, whether for the purposes of the Articles of Association or the Companies Act.

2.8 Annual general meetings and extraordinary general meetings

The Company must hold a general meeting as its annual general meeting each financial
year. Such meeting must be held within six months after the end of the Company’s financial
year. The annual general meeting shall be specified as such in the notices calling it.

Extraordinary general meetings may be convened on the requisition of one or more
shareholders (or any one member which is a recognized clearing house (or its nominee(s))
holding, at the date of deposit of the requisition, not less than one-tenth of the paid up capital
of the Company having the right of voting at general meetings.

2.9 Accounts and audit

The Directors shall cause to be kept such books of account as are necessary to give a true
and fair view of the state of the Company’s affairs and to show and explain its transactions and
otherwise in accordance with the Cayman Companies Act.

The Directors shall from time to time determine whether, and to what extent, and at what
times and places and under what conditions or regulations, the accounts and books of the
Company, or any of them, shall be open to the inspection by members of the Company (other
than officers of the Company) and no such member shall have any right of inspecting any
accounts or books or documents of the Company except as conferred by the Cayman
Companies Act or any other relevant law or regulation or as authorized by the Directors or by
the Company in general meeting.

The Directors shall, commencing with the first annual general meeting, cause to be
prepared and to be laid before the members of the Company at every annual general meeting
a profit and loss account for the period, in the case of the first account, since the incorporation
of the Company and, in any other case, since the preceding account, together with a statement
of financial position as at the date to which the profit and loss account is made up and a
Director’s report with respect to the profit or loss of the Company for the period covered by

- 1I-10 -



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

APPENDIX III SUMMARY OF THE CONSTITUTION OF THE
COMPANY AND CAYMAN ISLANDS COMPANY LAW

the profit and loss account and the state of the Company’s affairs as at the end of such period,
an auditor’s report on such accounts and such other reports and accounts as may be required
by law. Copies of those documents to be laid before the members of the Company at an annual
general meeting shall not less than 21 days before the date of the meeting, be sent in the manner
in which notices may be served by the Company as provided in the Articles of Association to
every member of the Company and every holder of debentures of the Company provided that
the Company shall not be required to send copies of those documents to any person of whose
address the Company is not aware or to more than one of the joint holders of any shares or
debentures.

The appointment, removal and remuneration of an auditor or auditors of the Company
shall require the approval of an ordinary resolution of the members in general meeting. The
Company shall at every annual general meeting appoint an auditor or auditors of the Company
who shall hold office until the next annual general meeting and fix the remuneration of such
auditor(s) being appointed. The removal of any auditor before the expiration of his period of
office shall be approved at a general meeting; and the members shall at that meeting appoint
new auditor in its place for the remainder of the term. Subject to compliance with the Listing
Rules, the Board may fill any casual vacancy in the office of auditor, but while any such
vacancy continues, the surviving or continuing Auditor or Auditors, if any, may act.

2.10 Notice of meetings and business to be conducted thereat

An annual general meeting shall be called by not less than 21 days’ notice in writing and
any extraordinary general meeting shall be called by not less than 14 days’ notice in writing.
The notice shall be exclusive of the day on which it is served or deemed to be served and of
the day for which it is given, and shall specify the time, place (except in the case of a virtual
meeting held in accordance with the Articles of Association) and agenda of the meeting,
particulars of the resolutions and the general nature of the business to be considered at the
meeting. The notice convening an annual general meeting shall specify the meeting as such,
and the notice convening a meeting to pass a special resolution shall specify the intention to
propose the resolution as a special resolution. Notice of every general meeting shall be given
to the auditors and all members of the Company (other than those who, under the provisions
of the Articles of Association or the terms of issue of the shares they hold, are not entitled to
receive such notice from the Company).

Notwithstanding that a meeting of the Company is called by shorter notice than that
mentioned above, it shall be deemed to have been duly called if it is so agreed:

(a) in the case of a meeting called as an annual general meeting, by all members of the
Company entitled to attend and vote thereat or their proxies; and

(b) in the case of any other meeting, by a majority in number of the members having a

right to attend and vote at the meeting, being a majority together holding not less
than 95% in nominal value of the shares giving that right.
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2.11 Transfer of shares

Transfers of shares may be effected by an instrument of transfer in the usual common
form or in such other form as the Directors may approve which is consistent with the standard
form of transfer as prescribed by the Stock Exchange.

The instrument of transfer shall be executed by or on behalf of the transferor and, unless
the Directors otherwise determine, the transferee, and the transferor shall be deemed to remain
the holder of the share until the name of the transferee is entered in the register of members
of the Company in respect thereof. All instruments of transfer shall be retained by the
Company.

The Directors may, in its absolute discretion, and without assigning any reason, refuse to
register any transfer of any share which is not fully paid up or on which the Company has a
lien. The Directors may also decline to register any transfer of any shares unless:

(a) the instrument of transfer is lodged with the Company accompanied by the
certificate for the shares to which it relates (which shall upon the registration of the
transfer be canceled) and such other evidence as the Directors may reasonably
require to show the right of the transferor to make the transfer;

(b) the instrument of transfer is in respect of only one class of shares;

(c) the instrument of transfer is properly stamped (in circumstances where stamping is
required);

(d) in the case of a transfer to joint holders, the number of joint holders to whom the
share is to be transferred does not exceed four;

(e) the shares concerned are free of any lien in favor of the Company; and

(f) a fee of such amount not exceeding the maximum amount as the Stock Exchange
may from time to time determine to be payable (or such lesser sum as the Directors
may from time to time require) is paid to the Company in respect thereof.

If the Directors refuse to register a transfer of any share they shall, within two months
after the date on which the transfer was lodged with the Company, send to each of the transferor
and the transferee notice of such refusal.

The registration of transfers may, on 10 business days’ notice (or on 6 business days’
notice in the case of a rights issue) being given by advertisement published on the Stock
Exchange’s website, or, subject to the Listing Rules, by electronic communication in the
manner in which notices may be served by the Company by electronic means as provided in
the Articles of Association or by advertisement published in the newspapers, be suspended and
the register of members of the Company closed at such times for such periods as the Directors
may from time to time determine, provided that the registration of transfers shall not be
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suspended or the register closed for more than 30 days in any year (or such longer period as
the members of the Company may by ordinary resolution determine provided that such period
shall not be extended beyond 60 days in any year).

2.12 Power of the Company to purchase its own shares

The Company is empowered by the Cayman Companies Act and the Articles of
Association to purchase its own shares subject to certain restrictions and the Directors may
only exercise this power on behalf of the Company subject to the authority of its members in
general meeting as to the manner in which they do so and to any applicable requirements
imposed from time to time by the Stock Exchange and the Securities and Futures Commission
of Hong Kong. The holder of the shares being purchased shall be bound to deliver up to the
Company at its principal place of business in Hong Kong or such other place as the Directors
shall specify the certificate(s) thereof, if any, and thereupon the Company shall pay to him the
purchase or redemption monies in respect thereof. The Board shall have the discretion to cancel
such certificate(s).

Subject to the Listing Rules, the Directors may, prior to the purchase, redemption or
surrender of any share, determine that such share shall be held as a Treasury Share or cancelled,
and may resolve to cancel a Treasury Share or transfer a Treasury Share on such terms as they
think proper.

2.13 Power of any subsidiary of the Company to own shares

There are no provisions in the Articles of Association relating to the ownership of shares
by a subsidiary.

2.14 Dividends and other methods of distribution

Subject to the Cayman Companies Act and the Articles of Association, the Company in
general meeting may declare dividends in any currency but no dividends shall exceed the
amount recommended by the Directors. No dividend may be declared or paid other than out of
profits and reserves of the Company lawfully available for distribution, including share
premium.

Unless and to the extent that the rights attached to any shares or the terms of issue thereof
otherwise provide, all dividends shall (as regards any shares not fully paid throughout the
period in respect of which the dividend is paid) be apportioned and paid pro rata according to
the amounts paid up on the shares during any portion or portions of the period in respect of
which the dividend is paid. For these purposes no amount paid up on a share in advance of calls
shall be treated as paid up on the share.

The Directors may from time to time pay to the members of the Company such interim
dividends as appear to the Directors to be justified by the profits of the Company. The Directors
may also pay half-yearly or at other intervals to be selected by them any dividend which may
be at a fixed rate if they are of the opinion that the profits available for distribution justify the
payment.
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The Directors may retain any dividends or other monies payable on or in respect of a
share upon which the Company has a lien, and may apply the same in or towards satisfaction
of the debts, liabilities or engagements in respect of which the lien exists. The Directors may
also deduct from any dividend or other monies payable to any member of the Company all
sums of money (if any) presently payable by him to the Company on account of calls,
installments or otherwise.

No dividend shall carry interest against the Company.

Whenever the Directors or the Company in general meeting have resolved that a dividend
be paid or declared on the share capital of the Company, the Directors may further resolve: (a)
that such dividend be satisfied wholly or in part in the form of an allotment of shares credited
as fully paid up on the basis that the shares so allotted are to be of the same class as the class
already held by the allottee, provided that the members of the Company entitled thereto will
be entitled to elect to receive such dividend (or part thereof) in cash in lieu of such allotment;
or (b) that the members of the Company entitled to such dividend will be entitled to elect to
receive an allotment of shares credited as fully paid up in lieu of the whole or such part of the
dividend as the Directors may think fit on the basis that the shares so allotted are to be of the
same class as the class already held by the allottee. The Company may upon the
recommendation of the Directors by ordinary resolution resolve in respect of any one particular
dividend of the Company that notwithstanding the foregoing a dividend may be satisfied
wholly in the form of an allotment of shares credited as fully paid without offering any right
to members of the Company to elect to receive such dividend in cash in lieu of such allotment.

Any dividend, interest or other sum payable in cash to a holder of shares may be paid by
cheque or warrant sent through the post addressed to the registered address of the member of
the Company entitled, or in the case of joint holders, to the registered address of the person
whose name stands first in the register of members of the Company in respect of the joint
holding or to such person and to such address as the holder or joint holders may in writing
direct. Every cheque or warrant so sent shall be made payable to the order of the holder or, in
the case of joint holders, to the order of the holder whose name stands first on the register of
members of the Company in respect of such shares, and shall be sent at his or their risk and
the payment of any such cheque or warrant by the bank on which it is drawn shall operate as
a good discharge to the Company in respect of the dividend and/or bonus represented thereby,
notwithstanding that it may subsequently appear that the same has been stolen or that any
endorsement thereon has been forged. The Company may cease sending such cheques for
dividend entitlements or dividend warrants by post if such cheques or warrants have been left
uncashed on two consecutive occasions. However, the Company may exercise its power to
cease sending cheques for dividend entitlements or dividend warrants after the first occasion
on which such a cheque or warrant is returned undelivered. Any one of two or more joint
holders may give effectual receipts for any dividends or other monies payable or property
distributable in respect of the shares held by such joint holders.
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Any dividend unclaimed for six years from the date of declaration of such dividend may
be forfeited by the Directors and shall revert to the Company.

Whenever the Directors or the Company in general meeting have resolved that a dividend
may be paid or declared, the Directors may further resolve that such dividend be satisfied
wholly or in part by the distribution of specific assets of any kind, and in particular of paid up
shares, debentures or warrants to subscribe securities of any other company, and where any
difficulty arises in regard to such distribution the Directors may settle it as they think
expedient, and in particular may disregard fractional entitlements, round the same up or down
or provide that the same shall accrue to the benefit of the Company, and may fix the value for
distribution of such specific assets and may determine that cash payments shall be made to any
members of the Company upon the footing of the value so fixed in order to adjust the rights
of all parties, and may vest any such specific assets in trustees as may seem expedient to the
Directors.

No dividend may be declared or paid, and no other distribution (whether in cash or
otherwise) of the Company’s assets (including any distribution of assets to members on a
winding up) may be declared or paid in respect of a Treasury Share. Notwithstanding the
foregoing, nothing in the Articles of Association prevent an allotment of shares as fully paid
up bonus shares in respect of a Treasury Share and shares allotted as fully paid up bonus shares

in respect of a Treasury Share shall be treated as Treasury Shares.

2.15 Proxies

Any member of the Company entitled to attend and vote at a meeting of the Company
shall be entitled to appoint another person who must be an individual as his proxy to attend and
vote instead of him and a proxy so appointed shall have the same right as the member to speak
at the meeting. A proxy need not be a member of the Company.

Instruments of proxy shall be in common form or in such other form as the Directors may
from time to time approve provided that it shall enable a member to instruct his proxy to vote
in favor of or against (or in default of instructions or in the event of conflicting instructions,
to exercise his discretion in respect of) each resolution to be proposed at the meeting to which
the form of proxy relates. The instrument of proxy shall be deemed to confer authority to vote
on any amendment of a resolution put to the meeting for which it is given as the proxy thinks
fit. The instrument of proxy shall, unless the contrary is stated therein, be valid as well for any
adjournment of the meeting as for the meeting to which it relates provided that the meeting was
originally held within 12 months from such date.

The instrument appointing a proxy shall be in writing under the hand of the appointor or

his attorney authorized in writing or if the appointor is a corporation either under its seal or
under the hand of an officer, attorney or other person authorized to sign the same.
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The instrument appointing a proxy and (if required by the Directors) the power of
attorney or other authority (if any) under which it is signed, or a notarially certified copy of
such power or authority, shall be delivered at the registered office of the Company (or at such
other place as may be specified in the notice convening the meeting or in any notice of any
adjournment or, in either case, in any document sent therewith) not less than 48 hours before
the time appointed for holding the meeting or adjourned meeting at which the person named
in the instrument proposes to vote or, in the case of a poll taken subsequently to the date of
a meeting or adjourned meeting, not less than 48 hours before the time appointed for the taking
of the poll and in default the instrument of proxy shall not be treated as valid. No instrument
appointing a proxy shall be valid after the expiration of 12 months from the date named in it
as the date of its execution. Delivery of any instrument appointing a proxy shall not preclude
a member of the Company from attending and voting in person at the meeting or poll concerned

and, in such event, the instrument appointing a proxy shall be deemed to be revoked.

2.16 Calls on shares and forfeiture of shares

The Directors may from time to time make calls upon the members of the Company in
respect of any monies unpaid on their shares (whether on account of the nominal amount of the
shares or by way of premium or otherwise) and not by the conditions of allotment thereof made
payable at fixed times and each member of the Company shall (subject to the Company serving
upon him at least 14 days’ notice specifying the time and place of payment and to whom such
payment shall be made) pay to the person at the time and place so specified the amount called
on his shares. A call may be revoked or postponed as the Directors may determine. A person
upon whom a call is made shall remain liable on such call notwithstanding the subsequent
transfer of the shares in respect of which the call was made.

A call may be made payable either in one sum or by installments and shall be deemed to
have been made at the time when the resolution of the Directors authorizing the call was
passed. The joint holders of a share shall be jointly and severally liable to pay all calls and
installments due in respect of such share or other monies due in respect thereof.

If a sum called in respect of a share shall not be paid before or on the day appointed for
payment thereof, the person from whom the sum is due shall pay interest on the sum from the
day appointed for payment thereof to the time of actual payment at such rate, not exceeding
15% per annum, as the Directors may determine, but the Directors shall be at liberty to waive
payment of such interest wholly or in part.

If any call or installment of a call remains unpaid on any share after the day appointed
for payment thereof, the Directors may at any time during such time as any part thereof remains
unpaid serve a notice on the bolder of such shares requiring payment of so much of the call or
installment as is unpaid together with any interest which may be accrued and which may still
accrue up to the date of actual payment.
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The notice shall name a further day (not being less than 14 days from the date of service
of the notice) on or before which, and the place where, the payment required by the notice is
to be made, and shall state that in the event of non-payment at or before the time and at the
place appointed, the shares in respect of which such call was made or installment is unpaid will
be liable to be forfeited.

If the requirements of such notice are not complied with, any share in respect of which
such notice has been given may at any time thereafter, before payment of all calls or
installments and interest due in respect thereof has been made, be forfeited by a resolution of
the Directors to that effect. Such forfeiture shall include all dividends and bonuses declared in
respect of the forfeited shares and not actually paid before the forfeiture. A forfeited share shall
be deemed to be the property of the Company and may be re-allotted, sold or otherwise
disposed of.

A person whose shares have been forfeited shall cease to be a member of the Company
in respect of the forfeited shares but shall, notwithstanding the forfeiture, remain liable to pay
to the Company all monies which at the date of forfeiture were payable by him to the Company
in respect of the shares, together with (if the Directors shall in their discretion so require)
interest thereon at such rate not exceeding 15% per annum as the Directors may prescribe from
the date of forfeiture until payment, and the Directors may enforce payment thereof without
being under any obligation to make any allowance for the value of the shares forfeited, at the
date of forfeiture.

2.17 Inspection of register of members

The register of members of the Company shall be kept in such manner as to show at all
times the members of the Company for the time being and the shares respectively held by them.
The register may, on 10 business days’ notice (or on 6 business days’ notice in the case of a
rights issue) being given by advertisement published on the Stock Exchange’s website, or,
subject to the Listing Rules, by electronic communication in the manner in which notices may
be served by the Company by electronic means as provided in the Articles of Association or
by advertisement published in the newspapers, be closed at such times and for such periods as
the Directors may from time to time determine either generally or in respect of any class of
shares, provided that the register shall not be closed for more than 30 days in any year (or such
longer period as the members of the Company may by ordinary resolution determine provided
that such period shall not be extended beyond 60 days in any year).

Any register of members kept in Hong Kong shall during normal business hours (subject
to such reasonable restrictions as the Directors may impose) be open to inspection by any
member of the Company without charge and by any other person on payment of a fee of such
amount not exceeding the maximum amount as may from time to time be permitted under the
Listing Rules as the Directors may determine for each inspection.
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2.18 Quorum for meetings and separate class meetings

No business shall be transacted at any general meeting unless a quorum is present when
the meeting proceeds to business, but the absence of a quorum shall not preclude the
appointment of a chairman which shall not be treated as part of the business of the meeting.

Two members of the Company (excluding the holder of a Treasury Share) present in
person or by proxy shall be a quorum provided always that if the Company has only one
member of record the quorum shall be that one member present in person or by proxy.

A corporation being a member of the Company shall be deemed for the purpose of the
Articles of Association to be present in person if represented by its duly authorized
representative being the person appointed by resolution of the directors or other governing
body of such corporation or by power of attorney to act as its representative at the relevant
general meeting of the Company or at any relevant general meeting of any class of members
of the Company.

The quorum for a separate general meeting of the holders of a separate class of shares of
the Company is described in paragraph 2.4 above.

2.19 Rights of minorities in relation to fraud or oppression

There are no provisions in the Articles of Association concerning the rights of minority

shareholders in relation to fraud or oppression.

2.20 Procedure on liquidation

Subject to the Cayman Companies Act, the Company may by special resolution resolve
that the Company be wound up voluntarily.

If the Company shall be wound up, and the assets available for distribution amongst the
members of the Company as such shall be insufficient to repay the whole of the paid-up capital,
such assets shall be distributed so that, as nearly as may be, the losses shall be borne by the
members of the Company in proportion to the capital paid up, or which ought to have been paid
up, at the commencement of the winding up on the shares held by them respectively. If in a
winding up the assets available for distribution amongst the members of the Company shall be
more than sufficient to repay the whole of the capital paid up at the commencement of the
winding up, the excess shall be distributed amongst the members of the Company in proportion
to the capital paid up at the commencement of the winding up on the shares held by them
respectively. The foregoing is without prejudice to the rights of the holders of shares issued
upon special terms and conditions.
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If the Company shall be wound up, the liquidator may with the sanction of a special
resolution of the Company and any other sanction required by the Cayman Companies Act,
divide amongst the members of the Company in specie or kind the whole or any part of the
assets of the Company (whether they shall consist of property of the same kind or not) and may,
for such purpose, set such value as he deems fair upon any property to be divided as aforesaid
and may determine how such division shall be carried out as between the members or different
classes of members of the Company. The liquidator may, with the like sanction, vest the whole
or any part of such assets in trustees upon such trusts for the benefit of the members of the
Company as the liquidator, with the like sanction and subject to the Cayman Companies Act,
shall think fit, but so that no member of the Company shall be compelled to accept any assets,
shares or other securities in respect of which there is a liability.

2.21 Untraceable members

The Company shall be entitled to sell any shares of a member of the Company or the
shares to which a person is entitled by virtue of transmission on death or bankruptcy or
operation of law if: (a) all cheques or warrants, not being less than three in number, for any
sums payable in cash to the holder of such shares have remained uncashed for a period of 12
years; (b) the Company has not during that time or before the expiry of the three month period
referred to in (d) below received any indication of the whereabouts or existence of the member;
(c) during the 12 year period, at least three dividends in respect of the shares in question have
become payable and no dividend during that period has been claimed by the member; and (d)
upon expiry of the 12 year period, the Company has caused an advertisement to be published
in the newspapers or subject to the Listing Rules, by electronic communication in the manner
in which notices may be served by the Company by electronic means as provided in the Articles
of Association, giving notice of its intention to sell such shares and a period of three months
has elapsed since such advertisement and the Stock Exchange has been notified of such
intention. The net proceeds of any such sale shall belong to the Company and upon receipt by
the Company of such net proceeds it shall become indebted to the former member for an
amount equal to such net proceeds.

SUMMARY OF CAYMAN ISLANDS COMPANY LAW AND TAXATION

1 Introduction

The Cayman Companies Act is derived, to a large extent, from the older Companies Acts
of England, although there are significant differences between the Cayman Companies Act and
the current Companies Act of England. Set out below is a summary of certain provisions of the
Cayman Companies Act, although this does not purport to contain all applicable qualifications
and exceptions or to be a complete review of all matters of corporate law and taxation which
may differ from equivalent provisions in jurisdictions with which interested parties may be
more familiar.
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2 Incorporation

The Company was incorporated in the Cayman Islands as an exempted company with
limited liability on 28 July 2021 under the Cayman Companies Act. As such, its operations
must be conducted mainly outside the Cayman Islands. The Company is required to file an
annual return each year with the Registrar of Companies of the Cayman Islands and pay a fee
which is based on the size of its authorized share capital.

3 Share Capital

The Cayman Companies Act permits a company to issue ordinary shares, preference
shares, redeemable shares or any combination thereof.

The Cayman Companies Act provides that where a company issues shares at a premium,
whether for cash or otherwise, a sum equal to the aggregate amount of the value of the premia
on those shares shall be transferred to an account called the “share premium account”. At the
option of a company, these provisions may not apply to premia on shares of that company
allotted pursuant to any arrangement in consideration of the acquisition or cancelation of
shares in any other company and issued at a premium. The Cayman Companies Act provides
that the share premium account may be applied by a company, subject to the provisions, if any,
of its memorandum and articles of association, in such manner as the company may from time
to time determine including, but without limitation:

(a) paying distributions or dividends to members;

(b) paying up unissued shares of the company to be issued to members as fully paid
bonus shares;

(c) in the redemption and repurchase of shares (subject to the provisions of section 37
of the Cayman Companies Act);

(d) writing-off the preliminary expenses of the company;

(e) writing-off the expenses of, or the commission paid or discount allowed on, any
issue of shares or debentures of the company; and

(f) providing for the premium payable on redemption or purchase of any shares or
debentures of the company.

No distribution or dividend may be paid to members out of the share premium account
unless immediately following the date on which the distribution or dividend is proposed to be
paid the company will be able to pay its debts as they fall due in the ordinary course of
business.
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The Cayman Companies Act provides that, subject to confirmation by the Grand Court of
the Cayman Islands, a company limited by shares or a company limited by guarantee and
having a share capital may, if so authorized by its articles of association, by special resolution
reduce its share capital in any way.
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Subject to the detailed provisions of the Cayman Companies Act, a company limited by
shares or a company limited by guarantee and having a share capital may, if so authorized by
its articles of association, issue shares which are to be redeemed or are liable to be redeemed
at the option of the company or a shareholder. In addition, such a company may, if authorized
to do so by its articles of association, purchase its own shares, including any redeemable
shares. The manner of such a purchase must be authorized either by the articles of association
or by an ordinary resolution of the company. The articles of association may provide that the
manner of purchase may be determined by the directors of the company. At no time may a
company redeem or purchase its shares unless they are fully paid. A company may not redeem
or purchase any of its shares if, as a result of the redemption or purchase, there would no longer
be any member of the company holding shares. A payment out of capital by a company for the
redemption or purchase of its own shares is not lawful unless immediately following the date
on which the payment is proposed to be made, the company shall be able to pay its debts as
they fall due in the ordinary course of business.

There is no statutory restriction in the Cayman Islands on the provision of financial
assistance by a company for the purchase of, or subscription for, its own or its holding
company’s shares. Accordingly, a company may provide financial assistance if the directors of
the company consider, in discharging their duties of care and to act in good faith, for a proper
purpose and in the interests of the company, that such assistance can properly be given. Such

assistance should be on an arm’s-length basis.

4 Dividends and Distributions

With the exception of section 34 of the Cayman Companies Act, there are no statutory
provisions relating to the payment of dividends. Based upon English case law which is likely
to be persuasive in the Cayman Islands in this area, dividends may be paid only out of profits.
In addition, section 34 of the Cayman Companies Act permits, subject to a solvency test and
the provisions, if any, of the company’s memorandum and articles of association, the payment
of dividends and distributions out of the share premium account (see paragraph 3 above for
details).

5 Shareholders’ Suits

The Cayman Islands courts can be expected to follow English case law precedents. The
rule in Foss v. Harbottle (and the exceptions thereto which permit a minority shareholder to
commence a class action against or derivative actions in the name of the company to challenge
(a) an act which is ultra vires the company or illegal, (b) an act which constitutes a fraud
against the minority where the wrongdoers are themselves in control of the company, and (c)
an action which requires a resolution with a qualified (or special) majority which has not been
obtained) has been applied and followed by the courts in the Cayman Islands.
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6 Protection of Minorities

In the case of a company (not being a bank) having a share capital divided into shares,
the Grand Court of the Cayman Islands may, on the application of members holding not less
than one-fifth of the shares of the company in issue, appoint an inspector to examine into the
affairs of the company and to report thereon in such manner as the Grand Court shall direct.

Any shareholder of a company may petition the Grand Court of the Cayman Islands which
may make a winding up order if the court is of the opinion that it is just and equitable that the
company should be wound up.

Claims against a company by its shareholders must, as a general rule, be based on the
general laws of contract or tort applicable in the Cayman Islands or their individual rights as

shareholders as established by the company’s memorandum and articles of association.

The English common law rule that the majority will not be permitted to commit a fraud
on the minority has been applied and followed by the courts of the Cayman Islands.

7  Disposal of Assets

The Cayman Companies Act contains no specific restrictions on the powers of directors
to dispose of assets of a company. As a matter of general law, in the exercise of those powers,
the directors must discharge their duties of care and to act in good faith, for a proper purpose
and in the interests of the company.

8  Accounting and Auditing Requirements

The Cayman Companies Act requires that a company shall cause to be kept proper books
of account with respect to:

(a) all sums of money received and expended by the company and the matters in respect

of which the receipt and expenditure takes place;
(b) all sales and purchases of goods by the company; and
(c) the assets and liabilities of the company.
Proper books of account shall not be deemed to be kept if there are not kept such books

as are necessary to give a true and fair view of the state of the company’s affairs and to explain
its transactions.
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9 Register of Members

An exempted company may, subject to the provisions of its articles of association,
maintain its principal register of members and any branch registers at such locations, whether
within or without the Cayman Islands, as its directors may from time to time think fit. There
is no requirement under the Cayman Companies Act for an exempted company to make any
returns of members to the Registrar of Companies of the Cayman Islands. The names and
addresses of the members are, accordingly, not a matter of public record and are not available
for public inspection.

10 Inspection of Books and Records

Members of a company will have no general right under the Cayman Companies Act to
inspect or obtain copies of the register of members or corporate records of the company. They
will, however, have such rights as may be set out in the company’s articles of association.

11 Special Resolutions

The Cayman Companies Act provides that a resolution is a special resolution when it has
been passed by a majority of at least two-thirds of such members as, being entitled to do so,
vote in person or, where proxies are allowed, by proxy at a general meeting of which notice
specifying the intention to propose the resolution as a special resolution has been duly given,
except that a company may in its articles of association specify that the required majority shall
be a number greater than two-thirds, and may additionally so provide that such majority (being
not less than two-thirds) may differ as between matters required to be approved by a special
resolution. Written resolutions signed by all the members entitled to vote for the time being of
the company may take effect as special resolutions if this is authorized by the articles of
association of the company.

12 Subsidiary Owning Shares in Parent

The Cayman Companies Act does not prohibit a Cayman Islands company acquiring and
holding shares in its parent company provided its objects so permit. The directors of any
subsidiary making such acquisition must discharge their duties of care and to act in good faith,
for a proper purpose and in the interests of the subsidiary.

13 Mergers and Consolidations

The Cayman Companies Act permits mergers and consolidations between Cayman Islands
companies and between Cayman Islands companies and non-Cayman Islands companies. For
these purposes, (a) “merger” means the merging of two or more constituent companies and the
vesting of their undertaking, property and liabilities in one of such companies as the surviving
company, and (b) ‘“consolidation” means the combination of two or more constituent
companies into a consolidated company and the vesting of the undertaking, property and
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liabilities of such companies to the consolidated company. In order to effect such a merger or
consolidation, the directors of each constituent company must approve a written plan of merger
or consolidation, which must then be authorized by (a) a special resolution of each constituent
company and (b) such other authorization, if any, as may be specified in such constituent
company’s articles of association. The written plan of merger or consolidation must be filed
with the Registrar of Companies of the Cayman Islands together with a declaration as to the
solvency of the consolidated or surviving company, a list of the assets and liabilities of each
constituent company and an undertaking that a copy of the certificate of merger or
consolidation will be given to the members and creditors of each constituent company and that
notification of the merger or consolidation will be published in the Cayman Islands Gazette.
Dissenting shareholders have the right to be paid the fair value of their shares (which, if not
agreed between the parties, will be determined by the Cayman Islands court) if they follow the
required procedures, subject to certain exceptions. Court approval is not required for a merger
or consolidation which is effected in compliance with these statutory procedures.

14 Reconstructions

There are statutory provisions which facilitate reconstructions and amalgamations
approved by (i) a majority in number representing 75% in value of creditors, or (ii) a majority
of 75% in value of shareholders or class of shareholders, as the case may be, depending on the
circumstances, as are present at a meeting called for such purpose and thereafter sanctioned by
the Grand Court of the Cayman Islands. Whilst a dissenting shareholder would have the right
to express to the Grand Court his view that the transaction for which approval is sought would
not provide the shareholders with a fair value for their shares, the Grand Court is unlikely to
disapprove the transaction on that ground alone in the absence of evidence of fraud or bad faith
on behalf of management and if the transaction were approved and consummated the dissenting
shareholder would have no rights comparable to the appraisal rights (i.e. the right to receive
payment in cash for the judicially determined value of his shares) ordinarily available, for
example, to dissenting shareholders of United States corporations.

15 Take-overs

Where an offer is made by a company for the shares of another company and, within four
months of the offer, the holders of not less than 90% of the shares which are the subject of the
offer accept, the offeror may at any time within two months after the expiration of the said four
months, by notice require the dissenting shareholders to transfer their shares on the terms of
the offer. A dissenting shareholder may apply to the Grand Court of the Cayman Islands within
one month of the notice objecting to the transfer. The burden is on the dissenting shareholder
to show that the Grand Court should exercise its discretion, which it will be unlikely to do
unless there is evidence of fraud or bad faith or collusion as between the offeror and the holders
of the shares who have accepted the offer as a means of unfairly forcing out minority
shareholders.
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16 Indemnification

Cayman Islands law does not limit the extent to which a company’s articles of association
may provide for indemnification of officers and directors, except to the extent any such
provision may be held by the Cayman Islands courts to be contrary to public policy (e.g. for

purporting to provide indemnification against the consequences of committing a crime).

17 Liquidation

A company may be placed in liquidation compulsorily by an order of the court, or
voluntarily (a) by a special resolution of its members if the company is solvent, or (b) by an
ordinary resolution of its members if the company is insolvent. The liquidator’s duties are to
collect the assets of the company (including the amount (if any) due from the contributories
(shareholders)), settle the list of creditors and discharge the company’s liability to them,
ratably if insufficient assets exist to discharge the liabilities in full, and to settle the list of
contributories and divide the surplus assets (if any) amongst them in accordance with the rights

attaching to the shares.

18 Stamp Duty on Transfers

No stamp duty is payable in the Cayman Islands on transfers of shares of Cayman Islands
companies except those which hold interests in land in the Cayman Islands.

19 Taxation

Pursuant to section 6 of the Tax Concessions Act (2018 Revision) of the Cayman Islands,
the Company may obtain an undertaking from the Financial Secretary of the Cayman Islands:

(a) that no law which is enacted in the Cayman Islands imposing any tax to be levied
on profits, income, gains or appreciations shall apply to the Company or its

operations; and

(b) in addition, that no tax to be levied on profits, income, gains or appreciations or
which is in the nature of estate duty or inheritance tax shall be payable:

(i) on or in respect of the shares, debentures or other obligations of the Company;
or

(i) by way of the withholding in whole or in part of any relevant payment as
defined in section 6(3) of the Tax Concessions Act (2018 Revision).
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The Cayman Islands currently levy no taxes on individuals or corporations based upon
profits, income, gains or appreciations and there is no taxation in the nature of inheritance tax
or estate duty. There are no other taxes likely to be material to the Company levied by the
Government of the Cayman Islands save certain stamp duties which may be applicable, from
time to time, on certain instruments executed in or brought within the jurisdiction of the
Cayman Islands. The Cayman Islands are not party to any double tax treaties that are applicable
to any payments made by or to the Company.

20 Exchange Control
There are no exchange control regulations or currency restrictions in the Cayman Islands.
21 Economic Substance Requirements

Pursuant to the International Tax Cooperation (Economic Substance) Act (as revised)
(“ES Law”) that came into force on 1 January 2019, a “relevant entity” is required to satisfy
the economic substance test set out in the ES Law. A “relevant entity” includes an exempted
company incorporated in the Cayman Islands as is the Company; however, it does not include
an entity that is tax resident outside the Cayman Islands. Accordingly, if an exempted company
incorporated in the Cayman Islands is tax resident outside the Cayman Islands, it will not be
required to satisfy the economic substance test set out in the ES Law.

22 General

Campbells, the Company’s legal advisers on Cayman Islands law, have sent to the
Company a letter of advice summarizing aspects of Cayman Islands company law. This letter,
together with a copy of the Cayman Companies Act, is available for inspection as referred to
in the section headed “Appendix V — Documents Delivered to the Registrar of Companies in
Hong Kong and Available on Display” to this document. Any person wishing to have a detailed
summary of Cayman Islands company law or advice on the differences between it and the laws
of any jurisdiction with which he/she is more familiar is recommended to seek independent
legal advice.
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A. FURTHER INFORMATION ABOUT THE COMPANY
1. Incorporation

The Company was incorporated in the Cayman Islands as an exempted company with
limited liability under the Cayman Companies Law on July 28, 2021 under the name “Bloks
Group Limited 7% n[SEE A FR/AF”. Our registered office address is at Floor 4, Willow
House, Cricket Square, Grand Cayman KYI1-9010, Cayman Islands. As the Company was
incorporated in the Cayman Islands, our operations are subject to the relevant law and
regulations of the Cayman Islands and the Memorandum and Articles of Association. A
summary of the relevant laws and regulations of the Cayman Islands and of the Memorandum
and Articles of Association is set out in “Appendix III — Summary of the Constitution of the
Company and Cayman Companies Law”.

The Company was registered as a registered non-Hong Kong company in Hong Kong
under Part 16 of the Companies Ordinance on May 9, 2024. Our principal place of business in
Hong Kong is at 31/F, Tower Two, Times Square, 1 Matheson Street, Causeway Bay, Hong
Kong. Ms. Yu Wing Sze has been appointed as the Company’s authorized representative for the
acceptance of service of process and notices in Hong Kong. The address of service of process
is 31/F, Tower Two, Times Square, 1 Matheson Street, Causeway Bay, Hong Kong.

As of the date of this document, the Company’s head offices are located at Building 10,
1016 Tianlin Road, Minhang District, Shanghai, the PRC.

2. Changes in the Share Capital of the Company

As of the date of incorporation, the Company had an authorized share capital of US$
50,000, divided into 500,000,000 Ordinary Shares of US$ 0.0001 each.

The following changes in the share capital of our Company took place since its
incorporation:

(a) on July 28, 2021, upon incorporation, our Company issued 100 Ordinary Shares to
Next Bloks, 100 Ordinary Shares to Smart Bloks, 1 Ordinary Share to ShawnXF
Limited, 1 Ordinary Share to Bloks Is Coming Limited and 1 Ordinary Share to Way
Elegance, respectively;

(b) on July 25, 2022, our Company reclassified and re-designated (i) a total of
74,275,759 unissued Original Shares of US0.0001 each as 35,192,299 Series Angel
Preferred Shares, 13,161,290 Series Pre-A Preferred Shares and 25,922,170 Series
A Preferred Shares, respectively; and (ii) 1 Ordinary Share held by Way Elegance
into 1 Series Angel Preferred Share. On the same date, our Company issued (i)
127,522,548 Ordinary Shares; (ii) 35,192,299 Series Angel Preferred
Shares; (iii) issued 13,161,290 Series Pre-A Preferred Shares; (iv) issued 20,154,350
Series A Preferred Shares. See “History, Development and Reorganization —
Reorganization” for further details;

(c) on January 12, 2023, our Company issued 21,321,255 Ordinary Shares to First
Prosperity for the purpose of the Share Incentive Scheme.
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Immediately following completion of the [REDACTED] the authorized share capital of
the Company will be [US$50,000] divided into [500,000,000] Shares, of which [REDACTED]
Shares will be allotted and issued fully paid or credited as fully paid and [REDACTED] Shares
will remain unissued.

Save as disclosed above, there has been no alteration in the share capital of the Company
within two years immediately preceding the date of this document up to the Latest Practicable
Date.

3. Resolutions in Writing of the Shareholders of the Company Passed on [®], 2024
Pursuant to the general meetings held on [®], 2024, the Shareholders resolved that:

(a) the Company approved and adopted the Memorandum and Articles of Association
which will come into effect upon [REDACTED];

(b) conditional on (i) the Stock Exchange granting the [REDACTED] of, and
permission to deal in, the Shares in issue and Shares to be allotted and
[REDACTED] pursuant to the [REDACTED] and Shares to be [REDACTED] as
mentioned in this document (including any additional Shares which may be allotted
and [REDACTED] pursuant to the exercise of the [REDACTED] to be granted
under the [REDACTED)]), (ii) the [REDACTED] having been duly determined and
the execution and delivery of the [REDACTED] on the date as specified in this
document, and (iii) the obligations of the [REDACTED] under the [REDACTED]
becoming unconditional and not being terminated in accordance with the terms
therein or otherwise, in each case on or before the dates and times specified in the
[REDACTED]:

(i) the [REDACTED] and the [REDACTED] were approved and the Directors
were authorized to [REDACTED] the [REDACTED] pursuant to the
[REDACTED]; and

(ii) the [REDACTED] was approved;

(c) a general unconditional mandate was given to the Directors to exercise all powers
of the Company to allot, issue and deal with (including the power to make an offer
or agreement, or grant securities which would or might acquire Shares to be allotted
and issued), otherwise than by way of rights issue, scrip dividend schemes or similar
arrangements providing for allotment of Shares in lieu of the whole or in part of any
cash dividend in accordance with the Articles, or upon the exercise of any option(s)
which may be granted under the [REDACTED], Shares with an aggregate number
of shares not exceeding the sum of (i) [REDACTED] of the aggregate number of
shares of the Company in issue (excluding any treasure shares) immediately
following completion of the [REDACTED], and (ii) the aggregate number of shares
of the Company which may be purchased by the Company pursuant to the authority
granted to the Directors as referred to in sub-paragraph (e) below, until the

-1v-2 -



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

APPENDIX IV STATUTORY AND GENERAL INFORMATION

(d)

(e)

conclusion of the next annual general meeting of the Company, or the date by which
the next annual general meeting of the Company is required by the Memorandum
and Articles of Association or any applicable law(s) to be held, or the passing of an
ordinary resolution by Shareholders in general meeting revoking or varying the
authority given to the Directors, whichever occurs first;

a general unconditional mandate was given to the Directors to exercise all powers
of the Company to repurchase on the Stock Exchange or on any other stock
exchange on which the securities of the Company may be [REDACTED] and which
is recognized by the SFC and the Stock Exchange for this purpose such number of
Shares as will represent up to [REDACTED]% of the aggregate number of shares
of the Company in issue (excluding any treasure shares) immediately following
completion of the [REDACTED], until the conclusion of the next annual general
meeting of the Company, or the date by which the next annual general meeting of
the Company is required by the Memorandum and Articles of Association or any
applicable law(s) to be held, or the passing of an ordinary resolution by
Shareholders in general meeting revoking or varying the authority given to the
Directors, whichever occurs first; and

the general unconditional mandate mentioned in sub-paragraph (e) above was
extended by the addition to the aggregate number of shares of the Company which
may be allotted or agreed to be allotted by the Directors pursuant to such general
mandate of an amount representing the aggregate nominal value of the share capital
of the Company bought back by the Company pursuant to the mandate to repurchase
Shares as referred to in sub-paragraph (e) above, provided that such extended
amount shall not exceed [REDACTED] of the aggregate number of shares of the
Company in issue (excluding any treasure shares) immediately following
completion of the [REDACTED].

4. Changes in the Share Capital of our Subsidiaries

The information about our subsidiaries is set out in the Accountant’s Report in Appendix

I to this document.

The following changes in the share capital of each of our subsidiaries took place within

two years immediately preceding the date of this document:

Bloks Technology

On October 8, 2022, the registered capital of Bloks Technology was increased from

RMB30.82 million to RMB31.13 million.

On November 11, 2022, the registered capital of Bloks Technology was increased

from RMB31.13 million to RMB300 million.

—-1V-3 -



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

APPENDIX IV STATUTORY AND GENERAL INFORMATION

Bloks Bricks

On December 7, 2022, the registered capital of Bloks Bricks was increased from
RMB10 million to RMB20 million.

On August 7, 2023, the registered capital of Bloks Bricks was increased from
RMB20 million to RMB100 million.

Bloks International Limited

On August 25, 2023, Bloks International Limited was established as a limited
liability company in the Cayman Islands with an authorized share capital of US$50,000
divided into 500,000,000 Shares of par value of US$0.0001 each. Upon incorporation,
Bloks International Limited allotted and issued 99 ordinary shares to the Company and 1
ordinary share to Sertus Nominees (Cayman) Limited, which was subsequently
transferred the Company on the same date.

Bloks Games Limited

On September 20, 2023, Bloks Games Limited was established as a limited liability
company in Hong Kong with an initial registered capital of HK$10,000.

Bloks Global Limited

On November 10, 2023, Bloks Global Limited was established as a limited liability
company in the Cayman Islands with an authorized share capital of US$50,000 divided
into 500,000,000 Shares of par value of US$0.0001 each. Upon incorporation, Bloks
Global Limited allotted and issued 99 ordinary shares to the Company and 1 ordinary
share to Sertus Nominees (Cayman) Limited, which was subsequently transferred to the
Company on the same date.

Bloks Singapore Pte. Ltd.

On January 8, 2024, Bloks Singapore Pte. Ltd. was established as a limited liability

company in Singapore with an initial registered capital of 1,000,000 Singapore dollars.
PT BLOKEES TOYS INDONESIA
On July 4, 2024, PT BLOKEES TOYS INDONESIA was established as a limited

liability company in Indonesia with an initial registered capital of 10,100,000,000
Indonesian Rupiah.
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BLOKEES UK LIMITED

On October 2, 2024, BLOKEES UK LIMITED was established as a limited liability
company in England and Wales with an initial registered capital of 100,000 Pound
Sterling.

BLOKEES MALAYSIA SDN. BHD.

On October 22, 2024, BLOKEES MALAYSIA SDN. BHD. was established as a
limited liability company in Malaysia with an initial registered capital of 1,000 Malaysian

Ringgit.

Save as disclosed above, there was no change in the share capital (or the registered capital
for our PRC subsidiaries) of any of our subsidiary within the two years immediately preceding
the date of this document.

5. Repurchases of Our Own Securities

(a) Provisions of the Listing Rules

The Listing Rules permit companies with a primary listing on the Stock Exchange to
repurchase their own securities on the Stock Exchange subject to certain restrictions, the more

important of which are summarized below:

(i) Shareholders’ Approval

All proposed repurchases of securities (which must be fully paid up in the case of
shares) by a company with a primary listing on the Stock Exchange must be approved in
advance by an ordinary resolution of the shareholders in general meeting, either by way
of general mandate or by specific approval of a particular transaction.

Pursuant to a resolution passed by our then Shareholders on [®], a general
unconditional mandate (the “Repurchase Mandate”) was given to the Directors
authorizing any repurchase by the Company of Shares on the Stock Exchange or on any
other stock exchange on which the securities may be [REDACTED] and which is
recognized by the SFC and the Stock Exchange for this purpose, of not more than
[REDACTED] of the aggregate number of shares of the Company in issue immediately
following completion of the [REDACTED] (without taking into account any Shares
which may be issued pursuant to the exercise of the [REDACTED] and excluding any
treasury shares), such mandate to expire at the conclusion of our next annual general
meeting, the expiration of the period within which we are required by any applicable laws
or our Articles to hold our next annual general meeting or the date on which the resolution
is varied or revoked by an ordinary resolution of the Shareholders in general meeting,
whichever is the earliest.
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(ii) Source of Funds

Repurchases must be funded out of funds legally available for the purpose in
accordance with our Memorandum and Articles of Association, the Listing Rules and the
applicable laws of the Cayman Islands.

A listed company may not repurchase its own securities on the Stock Exchange for
a consideration other than cash or for settlement otherwise than in accordance with the
trading rules of the Stock Exchange as amended from time to time. Subject to the
foregoing, any repurchases by the Company may be made out of the profits of the
Company, out of the share premium account of the Company or out of a fresh issue of
Shares made for the purpose of the repurchase or, subject to the Cayman Companies Act,
out of capital and, in the case of any premium payable on the purchase, out of the profits
of the Company or from sums standing to the credit of the share premium account of the
Company or, subject to the Cayman Companies Act, out of capital.

(iii) Trading Restrictions

The total number of shares which a listed company may repurchase on the Stock
Exchange is the number of shares representing up to a maximum of 10% of the aggregate
number of shares in issue (excluding any treasury shares). A company may not issue or
announce a proposed issue of new securities for a period of 30 days immediately
following a repurchase (other than an issue of securities pursuant to an exercise of
warrants, share options or similar instruments requiring the company to issue securities
which were outstanding prior to such repurchase) without the prior approval of the Stock
Exchange. In addition, a listed company is prohibited from repurchasing its shares on the
Stock Exchange if the purchase price is 5% or more than the average closing market price
for the five preceding trading days on which its shares were traded on the Stock
Exchange. The Listing Rules also prohibit a listed company from repurchasing its
securities if the repurchase would result in the number of listed securities which are in the
hands of the public falling below the relevant minimum prescribed percentage as required
by the Stock Exchange. A company is required to procure that the broker appointed by it
to effect a repurchase of securities discloses to the Stock Exchange such information with

respect to the repurchase as the Stock Exchange may require.

(iv) Status of Repurchased Shares

The Company will either (i) cancel the Shares repurchased and reduce the share
capital in issue in accordance with the applicable laws and regulations and/or (ii) hold
such Shares in treasury, subject to market conditions and the Company’s capital
management needs at the relevant time any repurchases of Shares are made.

To the extent that any treasury shares are deposited with CCASS pending resale on
the Stock Exchange, the Company will adopt appropriate measures to ensure that it does

not exercise any Shareholders’ rights or receive any entitlements which would otherwise
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be suspended under the applicable laws if those Shares were registered in the Company’s
own name as treasury shares, including an approval by the Board that (i) the Company
will not (and will procure its broker not to) give any instructions to Hong Kong Securities
Clearing Company Limited to vote at general meetings for the treasury shares deposited
with CCASS; and (ii) in the case of dividends or distributions, the Company will
withdraw the treasury shares from CCASS, and either re-register them in its own name
as treasury shares or cancel them, in each case before the record date for the dividends
or distributions.

(v) Suspension of Repurchase

A listed company may not make any repurchase of securities on the Stock Exchange
at any time after inside information has come to its knowledge until the information is
made publicly available. In particular, during the period of one month immediately
preceding the earlier of (a) the date of the board meeting (as such date is first notified to
the Stock Exchange in accordance with the Listing Rules) for the approval of a listed
company’s results for any year, half-year, quarterly or any other interim period (whether
or not required under the Listing Rules) and (b) the deadline for publication of an
announcement of a listed company’s results for any year or half-year under the Listing
Rules, or quarterly or any other interim period (whether or not required under the Listing
Rules), and ending on the date of the results announcement, the listed company may not
repurchase its shares on the Stock Exchange other than in exceptional circumstances. In
addition, the Stock Exchange may prohibit a repurchase of securities on the Stock
Exchange if a listed company has breached the Listing Rules.

(vi) Reporting Requirements

Certain information relating to repurchases of securities on the Stock Exchange or
otherwise must be reported to the Stock Exchange not later than 30 minutes before the
earlier of the commencement of the morning trading session or any pre-opening session
on the following business day. In addition, a listed company’s annual report is required
to disclose details regarding repurchases of securities made during the year, including a
monthly analysis of the number of securities repurchased, the purchase price per share or
the highest and lowest price paid for all such repurchases, where relevant, and the

aggregate prices paid.
(vii) Connected Persons

A listed company is prohibited from knowingly repurchasing securities on the Stock
Exchange from a core connected person (as defined in the Listing Rules) and a core

connected person is prohibited from knowingly selling his securities to the listed

company.

- IV-7 -



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

APPENDIX IV STATUTORY AND GENERAL INFORMATION

(b) Reasons for Repurchases

The Directors believe that the ability to repurchase Shares is in the interests of the
Company and our Shareholders. Repurchases may, depending on market conditions, funding
arrangements and other circumstances, result in an increase in the net assets and/or earnings
per Share. The Directors sought the grant of a general mandate to repurchase Shares to give the
Company the flexibility to do so if and when appropriate. The number of Shares to be
repurchased on any occasion and the price and other terms upon which the same are
repurchased will be decided by the Directors at the relevant time having regard to the
circumstances then pertaining. Repurchases of Shares will only be made when the Directors
believe that such repurchases will benefit the Company and our Shareholders.

(¢) Funding of Repurchases

In repurchasing securities, the Company may only apply funds lawfully available for such
purpose in accordance with its Memorandum and Articles of Association, the Listing Rules and
the applicable laws of the Cayman Islands. There could be a material adverse impact on the
working capital and/or gearing position of the Company (as compared with the position
disclosed in this document) in the event that the repurchase mandate were to be carried out in
full at any time during the share repurchase period. However, the Directors do not propose to
exercise the general mandate to such extent as would, in the circumstances, have a material
adverse effect on the working capital requirements of the Company or the gearing levels which
in the opinion of the Directors are from time to time appropriate for the Company.

(d) General

The exercise in full of the repurchase mandate, on the basis of [REDACTED] Shares in
issue immediately following the completion of the [REDACTED] (without taking into account
any Shares which may be issued pursuant to the exercise of the [REDACTED] and excluding
any treasury shares), could accordingly result in up to approximately [REDACTED] Shares
being repurchased by the Company during the period prior to:

(i) the conclusion of our next annual general meeting; or

(i) the expiration of the period within which we are required by any applicable law or
our Articles to hold our next annual general meeting; or

(iii) the date when the repurchase mandate is varied or revoked by an ordinary resolution
of our Shareholders in general meeting,

whichever is the earliest.
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Any reference to an allotment, issue, grant, offer or disposal of Shares shall include the
sale or transfer of treasury shares in the capital of the Company (including to satisfy any
obligation upon the conversion or exercise of any convertible securities, options, warrants or
similar rights to subscribe for Shares) to the extent permitted by, and subject to the provisions
of the Listing Rules and applicable laws and regulations.

None of the Directors nor, to the best of their knowledge having made all reasonable
enquiries, any of their respective close associates (as defined in the Listing Rules), has any
present intention to sell any Shares to the Company or our subsidiaries.

The Directors, so far as the same may be applicable, will exercise the repurchase mandate
in accordance with the Listing Rules and the applicable laws in the Cayman Islands.

No core connected person (as defined in the Listing Rules) of the Company has notified
the Company that he/she or it has a present intention to sell Shares to the Company, or has
undertaken not to do so, if the repurchase mandate is exercised.

If, as a result of any repurchase of Shares pursuant to the repurchase mandate, a
Shareholder’s proportionate interest in the voting rights of the Company is increased, such
increase will be treated as an acquisition for the purposes of the Hong Kong Code on Takeovers
and Mergers (the “Takeovers Code”). Accordingly, a Shareholder or a group of Shareholders
acting in concert could obtain or consolidate control of the Company and become obliged to
make a mandatory offer in accordance with Rule 26 of the Takeovers Code. Save as aforesaid,
the Directors are not aware of any consequences which would arise under the Takeovers Code
as a consequence of any repurchases pursuant to the repurchase mandate.

Any repurchase of Shares that results in the number of Shares held by the public falling
below 25% of the total number of Shares in issue, being the relevant minimum prescribed
percentage as required by the Stock Exchange, could only be implemented if the Stock
Exchange agreed to waive the requirement regarding the public float under Rule 8.08 of the
Listing Rules. However, the Directors have no present intention to exercise the repurchase
mandate to such an extent that, under the circumstances, there would be insufficient public
float as prescribed under the Listing Rules.

B. FURTHER INFORMATION ABOUT THE BUSINESS
1. Summary of Material Contracts
The Group has entered into the following contracts (not being contracts entered into in the

ordinary course of business) within the two years immediately preceding the date of this
document that are or may be material:

[REDACTED]
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2. Intellectual Property

As at the Latest Practicable Date, the following intellectual property rights are material
to the Group’s business:

(a) Trademarks

As at the Latest Practicable Date, the Group had registered the following trademarks
which are material to its business:

Registered  Place of Registration ~ Registration

No.  Trademark Class  Owner Registration Number Date Expiry Date

1 AT 9 Bloks PRC 36109609 September 14,  September 13,
Technology 2019 2029

2 il 35 Bloks PRC 36244438 September 21,  September 20,
Technology 2019 2029

3 | 28 Bloks PRC 36811505 October 28, October 27,
Technology 2019 2029

4 meol 41 Bloks PRC 36813254 October 28, October 27,
Technology 2019 2029

5 e | 9 Bloks PRC 36795490 October 28, October 27,
Technology 2019 2029

6 =] 41 Bloks PRC 51519071 July 21,2021 July 20, 2031
Technology

7 buluke 41 Bloks PRC 52874765 August 21, August 20,
Technology 2021 2031

8 Buluke) 28 Bloks PRC 50880089 August 27, August 27,
Technology 2021 2031

9 mEg 35 Bloks PRC 51514397 September 14,  September 13,
Technology 2021 2031

10 &g 9 Bloks PRC 51526073 September 14,  September 13,
Technology 2021 2031

11 =g 28 Bloks PRC 51512198 September 21,  September 20,
Technology 2021 2031

12 buluke 9 Bloks PRC 52890735 July 14,2022 July 13, 2032
Technology

13 BLOKEES 28 Bloks PRC 64781266 June 7, 2023 June 6, 2033
Technology

14 BLOKEES 9 Bloks PRC 64775008 June 7, 2023 June 6, 2033
Technology

15 BLOKEES 41 Bloks PRC 64755149 June 7, 2023 June 6, 2033
Technology
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Registered  Place of Registration ~ Registration
No.  Trademark Class  Owner Registration Number Date Expiry Date
16 FHERRBAA 4] Bloks PRC 71838362 January 7, 2024 January 6, 2034
Technology
17 EMTRBAA 28 Bloks PRC 71832351 January 7, 2024 January 6, 2034
Technology
18 FHERRBAA 9 Bloks PRC 71840140 January 7, 2024 January 6, 2034
Technology
19 BLOKEES 9,28, Bloks European IR1695096 October 13, October 13,
41 Technology ~ Union 2022 2032
20 BLOKEES 9,28, Bloks Singapore IR1695096 October 13, October 13,
41 Technology 2022 2032
21 BLOKEES 9,28, Bloks Malaysia IR1695096 October 13, October 13,
41 Technology 2022 2032
22 BLOKEES 9,28,  Bloks South Korea  IR1695096 October 13, October 13,
41 Technology 2022 2032
23 BLOKEES 9,28, Bloks Brazil IR1695096 October 13, October 13,
41 Technology 2022 2032
24 WHEBAA 28 Bloks PRC 71902055 October 28, October 27,
Technology 2024 2034
25 BLOKEES 9,28, Bloks Philippine IR1695096 October 13, October 13,
41 Technology 2022 2032

trademarks which are material to its business:

As at the Latest Practicable Date, the Group had applied for registration of the following

Registered Place of Application

No. Trademark Class Owner Registration =~ Number Application Date

1 SRR 9 Bloks PRC 74396018 October 7, 2023
Technology

2 e HfE PR 28 Bloks PRC 74413354 October 7, 2023
Technology

3 Fe AR 41 Bloks PRC 74391482 October 7, 2023
Technology

4 BHERRAN 28 Bloks PRC 71829649 May 26, 2023
Technology

5 HEREAA 28 Bloks PRC 71915613 May 30, 2023
Technology

6 =“ERAAN 28 Bloks PRC 71909304 May 30, 2023
Technology

7 e 41 Bloks PRC 77191452 March 8, 2024

TRRRNREIRA Technology
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Registered Place of Application
No.  Trademark Class Owner Registration =~ Number Application Date
8 iEsEaRes 29 Bloks PRC 77195178 March 8, 2024
MEBTEMA Technology
9 e 9 Bloks PRC 77182598 March 8, 2024
THRSICA Technology

10 BLOKEES 9, 28, 41 Bloks Australia IR1695096 August 5, 2022
Technology

11 BLOKEES 9, 28, 41 Bloks Thailand IR1695096 August 5, 2022
Technology

12 BLOKEES 9,28, 41 Bloks Mexico IR1695096 August 5, 2022
Technology

13 BLOKEES 9, 28, 41 Bloks Canada IR1695096 August 5, 2022
Technology

14 BULUKE 9, 28, 41 Bloks U.S. IR1790746 April 8, 2024
Technology

15 BULUKE 9, 28, 41 Bloks European IR1790746 April 8, 2024
Technology Union

16 BULUKE 9, 28, 41 Bloks Malaysia IR1790746 April 8, 2024
Technology

17 BULUKE 9, 28, 41 Bloks Japan IR1790746 April 8, 2024
Technology

(b) Domain Names

As at the Latest Practicable Date, the Group had registered the following domain names

which are material to its business:

Date of
No. Domain Name Registered Owner Registration Expiry Date
1 bloks.com Bloks Technology May 10, 2024 May 10, 2029
2 botzeestoys.com Bloks Technology June 9, 2021 June 9, 2025
3 botzeestoy.com Bloks Technology July 7, 2021 July 7, 2025
4 blokees.com Bloks Technology December 3, December 3,
2021 2025
5 botzeesglobal.com Bloks Technology June 9, 2021 June 9, 2025
6 blokees.cn Bloks Technology December 3, December 3,
2021 2025
7 buluke.com.cn Bloks Technology January 14, January 14,
2021 2025
8 buluke.cn Bloks Technology May 18, 2021 May 18, 2025
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(c)

Date of
No. Domain Name Registered Owner Registration Expiry Date
9 blockees.cn Bloks Technology November 29, November 29,

10 blockees.net

11 botzees.cn

Patents

Bloks Technology

Bloks Technology

2021

2021

2021

November 29,

October 20,

2025
November 29,
2025
October 20,
2025

As at the Latest Practicable Date, the Group had registered the following patents which

are material to its business:

Patent Jurisdiction of Date of

No.  Patent Name Type Holder Registration ~ Patent Number Application Expiry Date

1 —HWEZHE - WTIER  Invention Bloks PRC 2018103132138 April 9, 2018 April 9, 2038
3 AR EA Technology
MAMETRE
s

2 —REAEM A Invention  Bloks PRC 2018108299823 July 25, 2018 July 25, 2038
KR RAAERA Technology

3 PHERRMAIAS  Invention Bloks PRC 2019108829580 September 18,  September 18,
A RE SRR Technology 2019 2039
TSRS
2N

4 RRRHHER AR Tnvention  Bloks Bricks PRC 2020103984898 May 12,2020 May 12, 2040
Hife B RHEE
2N

5 —fln[ i fF 2 A9 Invention Bloks Bricks PRC 2020106936970 July 17,2020 July 17, 2040
[iEap

6 —FEH B+ 2 4] Invention Bloks Bricks PRC 2020106944981 July 17,2020  July 17, 2040
WHERARS

7 — TR B Invention Bloks Bricks PRC 202010693681X July 17,2020 July 17, 2040
R R AE

8 —FEH A A5 N  Invention  Bloks Bricks PRC 2022101073540 January 28, January 28,
il 2022 2042

9 BAMLEROAS  Invention Bloks Bricks PRC 2021108090699 July 16,2021 July 16, 2041

10 feBEGIA Invention Bloks Bricks PRC 2020104075680 May 14,2020  May 14, 2040

11 EMTEAEAZRS Invention Bloks Bricks PRC 2021113136334 November 8, November 8,

2021 2041
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Patent Jurisdiction of Date of
No.  Patent Name Type Holder Registration ~ Patent Number Application Expiry Date
12 FRBAREEEHA Invention Bloks Bricks PRC 2021113644651 November 17,  November 17,
ETERMRS R 2021 2041
H
13 UIEEREAROIEERA Invention Bloks PRC 2021114162798 November 25,  November 25,
24 Technology 2021 2041
14 EFEAHEMEN Invention Bloks Bricks PRC 202111449564X November 30,  November 30,
P RAS R 2021 2041
15 AT Invention Bloks Bricks PRC 2021114627047 December 2, December 2,
2021 2041
16 EBAZHMES Invention Bloks Bricks PRC 2021116622279 December 30,  December 30,
WE R RS 2021 2041
17 HHBHLELIE Utlity  Bloks Bricks  PRC 2022204233585 February 28,  February 28,
Model 2022 2032
18 EAMEERMELAE Invention Bloks Bricks PRC 2022103347795 March 31, 2022 March 31, 2042
BALH AR
HE %
19 JPREA UV Utility  Bloks Bricks PRC 2022207337938 March 31, 2022 March 31, 2032
BAMMERHIE  Model
20 BRRHMPBHFEA Utility  Bloks Bricks PRC 2023208234295  April 13,2023 April 13, 2033
EWLRMEEAR  Model
21 INTERACTIVE Invention Bloks Us. 171263087 June 11,2019 June 11, 2039
TOY Technology
22 BAIE Design Bloks Bricks, PRC 2023307179563 November 3, November 3,
Bloks 2023 2038
Technology
23 BAE Design Bloks Bricks, PRC 2023307184769 November 3, November 3,
Bloks 2023 2038
Technology
24 BEEBIBOBEAL Utlity  Bloks Bricks, PRC 2024201407813 January 19, January 19,
WRHEH Model ~ Bloks 2024 2034
Technology
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As at the Latest Practicable Date, the Group had applied for registration the following
patents which are material to its business:

Jurisdiction of  Application Date of
No Patent Name Type Applicant Registration Number Application
1 DEFELM LIT Invention  Bloks Bricks  PRC 2022114814584 November 24,
H 2022
2 HMREXEEE  Invention  Bloks Bricks  PRC 2022115097856 November 29,
PR SR 2022
Ho 3R
LS
3 FARMEFR %%, Invention  Bloks Bricks ~ PRC 2022116632364 December 23,
IR E R 2022
IR S 4
ik
4 WHRZZM#EE  Invention Bloks Bricks, PRC 2023116435587 December 1, 2023
AR B V% 1 Bloks
B MBS R Technology
HHH
5 HEAREAANSE  Utlity Bloks Bricks, ~ PRC 2024200239685 January 4, 2024
st R Model Bloks
Technology
6 Method and Invention  Bloks Bricks U.S. 18/268630 December 22,
system for 2021
determining
complete icon
(d) Copyrights

As of the Latest Practicable Date, the Group owned the following copyrights which are

material to its business:

Registration Date of

No. Name Owner Number Registration

1 (fg7=01) @ Bloks Technology ~ {EfE%-2022-1-  August 24, 2022
02446788

2 (Wereo1)y Bloks Technology ~ JEfEHF-2022-1-  August 24, 2022
02446794

3 (HEZEVSHEE) @ Bloks Technology ~ {EfF%-2023-1-  January 13, 2023
02595750

4 (MIEvSHE) @ Bloks Technology ~ {EfEHF-2023-1-  January 9, 2023
02593012
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Registration Date of
No. Name Owner Number Registration
5 LK) @ Bloks Technology JEEEF-2021-1- July 7, 2021
02040029
6 (ARG HEE L)  Bloks Technology — IEfF&E¥-2023-1-  June 29, 2023
5 8y S AR W S Y 02792299
i’
7 (BEEmpEA) @ Bloks Technology JEEEF-2019--  December 27,
01544882 2019
8 lE(PITEL Bloks Bricks JEVEEF-2022-F-  September 22,
02471016 2022
9 KIRHE R I —RFER A=A Bloks Technology — IBfEHF-2020-F- February 14,
HE 01579593 2020
10 B S — B 2 A8 Bloks Bricks EAEST- September 2,
2022-F- 2022
02467901
11 B RE e R i B Bloks Bricks JEfF5F-2023-F- November 2,
02940403 2023
12 Tl (P EREA » JFAIGRE),  Bloks Technology — JBfEHF-2024-F- February 4, 2024
ALABAERS 03045058
13 @ REAE S B  Bloks Technology ~ 2018SR473836  November 9,
2021
14 T ] R AR B i 1 Bloks Technology ~ 2020SR0274876  March 19, 2020
15 HHBREHAKR Bloks Technology ~ 2020SR1505730  September 29,
2020
16 i TR AR ALS % LR 1 Bloks Technology ~ 2020SR1507310  March 7, 2020
17 7% T RE AR A Bloks Bricks 2021SRE026077  October 11, 2021
18 Botzees ARJE ik 4 Bloks Technology ~ 2023SR0198093  February 3, 2023
19 Botzees Junior [ i # {4 Bloks Technology 2023SR0199884  February 6, 2023
20 T AT R AP 45 1 F Bloks Technology ~ 2024SR0432891  March 26, 2024
21 POCKET BLOCKS#E#{f  Bloks Technology ~ 2023SR0199698  February 3, 2023
Notes:

(1)  Copyrights No.1-4 are examples of Hero Infinity self-developed IPs.

(2)  Copyrights No.5-7 are examples of Magic Blocks self-developed IPs.
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C. DISCLOSURE OF INTERESTS

1. Disclosure of Interests of Directors and Chief Executive of the Company

Immediately following the completion of the [REDACTED] (assuming the
[REDACTED] is not exercised), the interests and/or short positions (as applicable) of the
Directors and the chief executive of the Company in the Shares, underlying Shares and
debentures of the Company and any interests and/or short positions (as applicable) in shares,
underlying Shares or debentures of any of the Company’s associated corporations (within the
meaning of Part XV of the SFO) which (1) will have to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and/or short positions (as applicable) which they are taken or deemed to have under such
provisions of the SFO), (2) will be required, pursuant to Section 352 of the SFO, to be entered
in the register referred to therein or (3) will be required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers as set out in Appendix C3 to the Listing
Rules, to be notified to the Company and the Stock Exchange, in each case once the Shares are
[REDACTED] on the Stock Exchange, will be as follows:

Interests in Shares of the Company

Approximate Percentage of
Shareholding in the Total
Issued Share Capital
Immediately following the
Completion of the
[REDACTED)] (assuming
the [REDACTED]

Name of Director Nature of Interest Number of Shares Held is not exercised) (%)

Mr. Zhu Weisong'” Settlor of a discretionary [110,639,460] [REDACTED]
trust

Interest in controlled [8,805,846] [REDACTED]

corporation

Mr. Sheng Xiaofeng® Interest in controlled [4,363,650] [REDACTED]
corporation

Notes:

(1) Next Bloks directly holds [110,639,460] Shares in our Company and is owned [99]% by Wit Bright
Limited, and Smart Bloks holds [8,805,846] Shares in our Company and is wholly owned by Mr. Zhu.
The Wise Global Trust is a discretionary trust established by Mr. Zhu as the settlor and with Trident
Trust Company (HK) Limited as the trustee. Trident Trust Company (HK) Limited holds the entire share
capital of Wit Bright Limited.

(2)  ShawnXF Limited directly holds [4,363,650] Shares in our Company and is wholly-owned by Mr. Sheng
Xiaofeng.
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Interests in underlying Shares of equity derivatives of the Company

Approximate Percentage of
Shareholding in the Total
Issued Share Capital
Immediately following the
Completion of the
[REDACTED)] (assuming

Number of Underlying the [REDACTED]
Name of Director Nature of Interest Shares is not exercised) (%)
Mr. Zhu Weisong Share Option'” [12,577,685] [REDACTED]
Mr. Sheng Xiaofeng Share Option‘” [969,678] [REDACTED]
Notes:
(1)  The Options were granted under the Share Incentive Scheme. See “— E. the Share Incentive Scheme”

of this section for details.

Save as disclosed above, none of the Directors or the chief executive of the Company
will, immediately following the completion of the [REDACTED], have an interest and/or short
position (as applicable) in the Shares, underlying Shares or debentures of the Company or any
interests and/or short positions (as applicable) in the shares, underlying Shares or debentures
of the Company’s associated corporations (within the meaning of Part XV of the SFO) which
(i) will have to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests and short positions which they are taken or
deemed to have under such provisions of the SFO), (ii) will be required, pursuant to Section
352 of the SFO, to be entered in the register referred to therein or (iii) will be required,
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers as set out
in Appendix C3 to the Listing Rules, to be notified to the Company and the Stock Exchange,
in each case once the Shares are [REDACTED] on the Stock Exchange.

2. Disclosure of Interests of Substantial Shareholders

For information on the persons who will, immediately following the completion of the
[REDACTED] (assuming that the [REDACTED] is not exercised), have interests or short
positions in our Shares or underlying Shares which would be required to be disclosed to us and
the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who
will directly or indirectly, be interested in 10% or more of the nominal value of any class of
share capital carrying the rights to vote in all circumstances at general meetings of the
Company or of any member of the Group, see “Substantial Shareholders.”
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D. FURTHER INFORMATION ABOUT DIRECTORS

1. Particulars of the Letters of Appointment

Each of the Directors has entered into a letter of appointment with the Company on [@]
for a period of three years since the [REDACTED], which is subject to termination by the
Director or the Company in accordance with the terms of the letter of appointment (as the case
may be), the requirements of the Listing Rules and the provisions relating to the retirement and
rotation of the Directors under the Memorandum and Articles of Association. Save as disclosed
above, none of the Directors has entered, or has proposed to enter, a service contract with any
member of the Group (other than contracts expiring or determinable by the employer within
one year without the payment of compensation (other than statutory compensation)).

2.  Remuneration of Directors

The aggregate amount of remuneration (including salaries, allowances, contribution to
pension schemes and discretionary bonuses) and other benefits in kind paid to the Directors for
each of the years ended December 31, 2021, 2022, 2023 and the six months ended June 30,
2024 amounted to RMB1.28 million, RMB1.70 million, RMB2.54 million and RMB362.86
million, respectively. For further details of the remuneration of Directors, see Note 10 in
“Appendix I — Accountants’ Report”.

Save as the disclosed above, no other amounts have been paid or are payable by any

member of our Group to our Directors during the Track Record Period.

Under the arrangement currently in force, the Company estimates that the aggregate fixed
remuneration (before tax) payable to the Directors for the year ending December 31, 2024 is
approximately RMB1.53 million.

3. Disclaimers

(a) Save as disclosed in the section headed “History, Development and Reorganization”,
none of the Directors or any of the experts referred to in “Other Information —
Qualifications and Consents of Experts” below has any direct or indirect interest in
the promotion of, or in any assets which have been, within the two years
immediately preceding the date of this document, acquired or disposed of by, or
leased to, any member of the Group, or are proposed to be acquired or disposed of

by, or leased to, any member of the Group.

(b) Save in connection with the [REDACTED], none of the Directors or any of the
experts referred to in “Other Information — Qualifications and Consents of Experts”
below, is materially interested in any contract or arrangement subsisting at the date

of this document which is significant in relation to the business of the Group.
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(c) Neither the Controlling Shareholder nor the Directors are interested in any business
apart from the Group’s business which competes or is likely to compete, directly or
indirectly, with the business of the Group.

(d) No cash, securities or other benefit has been paid, allotted or given within the two
years preceding the date of this document to any promoter of the Company nor is
any such cash, securities or benefit intended to be paid, allotted or given on the basis
of the [REDACTED] or related transactions as mentioned.

(e) So far as is known to the Directors, none of the Directors or their respective close
associates or any Shareholders who are expected to be interested in 5% or more of
the issued share capital of the Company has any interest in the five largest customers

or the five largest suppliers of the Group.

E. THE SHARE INCENTIVE SCHEME

The below is a summary of the principal terms of the Share Incentive Scheme adopted by
the Company on January 12, 2023 and amended and restated on March 29, 2024. The Share
Incentive Scheme was mirroring and the continuation of the then share incentive scheme
adopted on December 4, 2020 by Bloks Technology, our main operating entity in the PRC. The
terms of the Share Incentive Scheme are not subject to the provisions of Chapter 17 of the
Listing Rules as it does not involve the grant of options or awards by our Company after the
[REDACTED]. Given that all the Shares underlying the options granted under the Share
Incentive Scheme have been issued and allotted to First Prosperity for future exercise of the
options, there will not be any dilutive effect to the issued Shares as a result of the operation
of the Share Incentive Scheme.

Purposes of the Share Incentive Scheme

The purpose of the Share Incentive Scheme is to encourage certain Directors and
employees to contribute to the Group for the long-term benefits of the Group and its
Shareholders as a whole, and provide the Group with a flexible means of either retaining,
incentivizing, rewarding, remunerating, compensating and/or providing benefits to its
Directors and employees.

Participants of the Share Incentive Scheme
The committee as duly authorised by the Board administering the Share Incentive Scheme
(the “Committee”’) may, at its sole and absolute discretion, make an offer of the grant of option

to the Directors, employees or other persons who have contributed or will contribute to the
Group (the “Participants”).

- 1V-20 -



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

APPENDIX IV STATUTORY AND GENERAL INFORMATION

Duration and Administration of the Share Incentive Scheme

The Share Incentive Scheme shall be valid and effective for the period of time
commencing on the January 12, 2023 and expiring on the day immediately after the date which
is ten years after the first date on which the Shares are [REDACTED] and traded on the main
board of the Stock Exchange, after which period the provisions of the Share Incentive Scheme
shall in all respects cease to be in any force or effect.

The Share Incentive Scheme shall be subject to the administration of the Committee and
the decision of the Committee shall be final and binding on all parties. The Committee shall
be comprised of members whom shall be designated by the Board. Any decisions of the
Committee shall be approved by the majority of the members of the Committee. The
Committee shall have the sole and absolute right (i) to interpret and construe the provisions of
the Scheme, (ii) to determine the persons who will be awarded Options under the Scheme, and
the number of Options awarded thereto, (iii) to make such appropriate and equitable
adjustments to the terms of Options granted under the Scheme as it deems necessary, and (iv)
to make such other decisions or determinations as it shall deem appropriate in the
administration of the Scheme.

Grant of the Option

On and subject to the terms of the Share Incentive Scheme and applicable laws and
regulations, the Committee shall be entitled at any time during the life of the Share Incentive
Scheme to make an offer (the “Offer”) of the grant of a right to purchase a specified number
of Shares or interest in such Shares held and managed by First Prosperity in trust at a specified
price during specified time periods or as otherwise specified in the Offer letter (the “Option”)
to any Participant. Options may be granted on such terms and conditions in relation to their
vesting, exercise or otherwise (e.g., by linking their vesting to the achievement of certain
performance targets and/or their exercise to the attainment or performance of milestones by any
member of the Group, the Grantee or any group of Participants) as the Committee may in its
sole and absolute discretion determine.

An Offer shall be made to a Participant by letter in such form as the Committee may from
time to time at its sole and absolute discretion determine requiring the Participant to undertake
to hold and exercise the Option on the terms and conditions on which it is to be granted and
to be bound by the provisions of the Share Incentive Scheme and the relevant letter, and shall
remain open for acceptance by the Participant to whom an Offer is made for such period as the
Committee may determine, provided that no such Offer shall be open for acceptance on or after
the [REDACTED] or after the Participant to whom the Offer is made has ceased to be a
Participant (as determined by the Committee) for any reason.

An Offer shall be deemed to have been accepted when the duplicate letter comprising

acceptance of the Offer is duly signed by the Grantee with the number of Shares in respect of
which the Offer is accepted clearly stated therein, is received by the Company.
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Maximum Number of Shares Available under the Share Incentive Scheme

The total number of Shares underlying all the Options granted under the Share Incentive
Scheme shall not in aggregate exceed 21,321,255 Shares, equivalent to 9.8096% of the Shares
of the Company in issue as at the date of approval of the Share Incentive Scheme and being
[REDACTED] of the equity interest in the Company immediately after completion of the
[REDACTED] (assuming that the [REDACTED] is not exercised), which have been issued
and allotted to the ESOP Platform in full. The maximum number of Shares may be adjusted,
in the event of a capitalization issue, rights issue, consolidation, sub-division or reduction of
the share capital of the Company, provided that any such adjustment shall comply with the
Listing Rules and the guidance from the Stock Exchange from time to time. Any such
adjustments shall give the Participants the same proportion of equity capital as they were
previously entitled to and no adjustments shall be made to the extent that a Share would be
issued at less than its nominal value.

Exercise Price

The exercise price of an Option shall be determined by the Committee and included in the
letter to the Grantee containing the Offer, which could be a fixed or variable figure with
reference to the fair value per Share.

Exercise of Options

A Grantee is vested with the Options during a period to be notified by the Committee to
each Grantee (the “Option Period”) according to the terms and conditions in the letter to the
Grantee containing the Offer and the letter comprising acceptance of the Offer, provided that
the Grantee remains to be a Participant entitled to exercise his or her Option.

Upon vesting, a Grantee by giving notice in writing to the Company (where applicable,
in a prescribed form as specified by the Company) stating that the Option is thereby exercised
and specifying the number of Shares corresponding to such exercise. The Grantee could
exercise the Option by way of net exercise (namely by tendering back to the Company some
of the exercised Shares to cover the exercise price of the Option) or in other ways as approved
by the Committee, and upon the exercise, the Committee shall instruct the ESOP Platform to
(1) transfer the relevant Shares to the Grantee, (ii) hold the relevant Shares for the benefit of
the Grantee as a beneficiary under the trust, or (iii) deal with the relevant Shares as otherwise
instructed by the Committee.

The Grantee will be responsible for all tax, social security contributions or other levies
arising out of or in connection with the grant, vesting and exercise of any Option (and/or the
allotment and issuance of Shares to the Grantee pursuant to the Share Incentive Scheme), and
indemnifies the Company and each member of the Group against any liability they may have
to pay or withhold such liabilities. The Grantee will be responsible for obtaining his or her own
tax advice and agrees not to take (or omit to take) any action in reliance on any statement as
to the tax treatment of any Option granted (or purported to be granted) by or on behalf of the
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Company or any member of the Group. No member of the Group will be responsible for the
tax treatment or any change in the tax treatment of any Option. Without limiting the generality
of the foregoing, upon the grant, exercise or vesting of the Option, the Company (i) may
withhold the allotted Shares and/or remittance or any part thereof for such period as may be
necessary and make such arrangements as it considers necessary for satisfying the Company’s
obligation to withhold income or meeting any other liabilities to taxes or social security
contributions incurred and (ii) has the authority to sell on behalf of the Grantee a sufficient
number of Shares to be granted to the Grantee to satisfy such tax and/or social security
contributions liabilities.

Dividend and Voting Rights

A Grantee is not entitled to vote, to receive dividends or to have any other rights of a
shareholder in respect of Shares subject to an Option until the Option is validly exercised by
the Grantee, and such Shares are transferred to the Grantee and are registered in the name of
the Grantee in accordance with the Share Incentive Scheme. The voting rights of the Shares
held by the ESOP Platform upon trust for the benefit of the Grantee who has exercised his or
her Option will be exercised by the trustee pursuant to the instructions from the advisory
committee under the trust deed and in compliance with the Listing Rules, and the ESOP
Platform shall abstain from voting on the Company’s general meeting in respect of any
unvested Shares.

Limited Transferability

An Option shall be personal to the Grantee and shall not be assignable or transferable. No
Grantee shall in any way sell, transfer, charge, mortgage, encumber or create any interests in
favour of any third party over or in relation to any Option.

Cessation of Employment, Death or Disability

An Option shall lapse automatically (to the extent that has been vested but not already
exercised or expired) in the event that the Grantee ceases to be an employee or a Director by
reason of the termination of his or her employment, appointment or directorship on the grounds
that he or she (i) has contravened any policy of any member of the Group, (ii) has been guilty
of serious misconduct, (iii) has disclosed without consent any trade or commercial secret
belonging to the Group, (iv) has taken any action or done anything in his/her capacity which
has (in the Company’s sole opinion) brought any member of the Group into disrepute or (v) has
been convicted of any criminal offence involving his or her integrity or honesty or (vi) on any
other ground on which an employer would be entitled to terminate his or her employment
summarily, or (vii) the Grantee appears either to be unable to pay or have no reasonable
prospect to be able to pay debts, or has become bankrupt, or a petition for bankruptcy has been
filed against him or her, or has made any arrangements or composition with his or her creditors
generally, provided that whether any one or more of the events specified in the above occur in
relation to a Grantee shall in the reasonable opinion of the Committee and be solely, absolutely
and conclusively determined by the Committee.
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In the event the Grantee dies or has become totally and permanently disabled and
incapacitated before exercising the Option in full and none of the events for termination of
employment or engagement prescribed in above paragraph then exists with respect to such
Grantee, the personal representative(s) of the Grantee shall be entitled within a period of six
months (or such period as the Committee may determine and notify to the Grantee and/or the
personal representative(s) of the Grantee) from the date of death or the date of total and
permanent disability and incapacitation (provided that such exercise is during the relevant
Option Period) to exercise the Option up to the entitlement of such Grantee as at the date of
his death or becoming totally and permanently disabled and incapacitated (to the extent that he
or she is vested with and entitled to exercise at such date but not already exercised or expired),
failing which it will lapse.

In the event a Grantee ceases to be an employee or a director of any member of the Group
for any reason including but not limited to resignation, demotion, redundancy and any kind of
involuntary termination, but other than (i) his or her death or total and permanent disability and
incapacitation or (ii) on one or more of the grounds of termination of employment, appointment
or directorship specified in above paragraph, the Grantee may exercise the Option up to his or
her entitlement at the date of cessation (to the extent he or she is vested with and entitled to
exercise at the date of cessation but not already exercised or expired) within one months of the
date of such cessation (or such period as the Committee may determine and notify to the
Grantee), provided that such exercise is during the relevant Option Period and the date of
cessation shall be the last actual working day with the Group whether salary is paid in lieu of
notice or not, failing which it will lapse. In the event that such cessation is due to resignation
and such Grantee is a senior management immediately before the date of resignation, he or she
shall not offer, pledge, charge, sell or otherwise transfer or dispose of either directly or
indirectly, conditionally or unconditionally, any of the Shares transferred to him or her or
interest in the Shares held for the benefit of him or her as beneficiary under the trust.

Alternation of the Share Incentive Scheme

The Committee in its sole and absolute discretion may amend any of the provisions of the
Share Incentive Scheme at any time. Any alterations to the terms and conditions of the Share
Incentive Scheme must comply with the Cayman Companies Law.

Termination

The Company by ordinary resolution of its shareholders, or the Board in its sole and
absolute discretion, may at any time terminate the operation of the Share Incentive Scheme,
and in such event, no further Options will be offered or granted, but in all other respects the
Share Incentive Scheme shall remain in full force and effect. Any granted but unexercised and
unexpired Options shall continue to be exercisable in accordance with their terms and
conditions after the termination of the Share Incentive Scheme.
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Details of the Interests Granted under the Share Incentive Scheme

As of the Latest Practicable Date, the Options under the Share Incentive Scheme
corresponding to [21,321,255] Share, being [REDACTED] of the equity interest in the
Company immediately after completion of the [REDACTED] (assuming that the
[REDACTED] is not exercised), have been granted to 74 Participants in full, including two
Directors, four senior management and 68 other employees of the Group. The below sets out
the details of the interests granted under the Share Incentive Schemes. As of the Latest
Practicable Date, all the Shares subject to the Options have been allotted and issued, and are
held by the ESOP Platform. Unvested Shares under the Share Incentive Scheme will abstain
from voting on the Shareholders’ general meetings of the Company upon [REDACTED] in
compliance with Rule 17.05A of the Listing Rules.

Approximate

Percentage of

Issued Share

Capital of Our

Company

Immediately

Number of after
Shares under ~ Completion of

Name of Date of Exercise the Options  the [REDACTED]
Grantee Address Grant Price Vesting Period  Option Period Granted (Note 1)
(RMB)
Directors
Mr. Zhu Weisong Room 1102, No.6, Lane ~ April 13, 0.2 Vested upon From April 15, 2024 12,577,685 [REDACTED)
908, Ruining Road, 2024 acceptance of to April 14, 2034
Xuhui District, Options
Shanghai, PRC
Mr. Sheng Xiaofeng 10D, No. 7, Lane 37, April 15, (.2 Eight years From April 15, 2024 969,678 [REDACTED)
Panyu Road, Changning 2024 (Note 2) to April 14, 2034
District Shanghai, PRC
Senior Management
Mr. Huang Zheng No. 24, Lane 460, Macau ~ April 13, 0.2 Six years From April 15, 2024 161,613 [REDACTED]
Road, Putuo District, 2024 (Note 3) to April 14, 2034
Shanghai, PRC
Mr. Xie Lei No. 335, Hailun Road, March 29, (0.2 Tobevested  From March 29, 2024 221,305 [REDACTED)
Hongkou District, 2024 upon to March 28, 2034
Shanghai, PRC (REDACTED]
April 15, 0.2 Eight years From April 15, 2024 484839 [REDACTED]
2024 (Note 2) to April 14, 2034
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Number of
Shares under

Approximate
Percentage of
Issued Share
Capital of Our
Company
Immediately
after
Completion of

Name of Date of Exercise the Options  the [REDACTED]
Grantee Address Grant Price Vesting Period ~ Option Period Granted (Note 1)
(RMB)
Ms. Fu Yifang Room 601, No. 72 April 15, 0.2 Six years From April 15, 2024 258,581 [REDACTED)
Dujuanyuan, Lane 917 2024 (Note 3) to April 14, 2034
Qinzhou South Road,
Xuhui District,
Shanghai, PRC
Mr. Zhu Yuancheng ~ No. 19, Lane 902, March 29, (0.2 Tobevested  From March 29, 2024 66,392 [REDACTED)
Xikang Road, 2024 upon to March 28, 2034
Jingan District, (REDACTED]
Shanghai, PRC
April 15, 0.2 Eight years From April 15, 2024 436,355 [REDACTED]
2024 (Note 2) to April 14, 2034
A total of 68 other employees
Atotal of 35 other NA March 29, 0.2 Tobevested  From March 29, 2024 3,256,670 [REDACTED]
employees 2024 upon to March 28, 2034
[REDACTED]
Atotal of 45 other ~ N/A April 15, 0.2 Four years From April 15, 2024 703,018 [REDACTED]
employees 2024 (Note 4) to April 14, 2034
A total of 14 other NA April 15, 0.2 Six years From April 15, 2024 1344731 [REDACTED]
employees 2024 (Note 3 to April 14, 2034
A total of 2 other N/A April 15, (.2 Eight years From April 15, 2024 840,388 [REDACTED]
employees 2024 (Note 2) to April 14, 2034
Total 21,3215 [REDACTED]

Note I: Assuming the [REDACTED] is not exercised.

Note 2:

13%, 13%, 13%, 13%, 13%, 13%, 13% and 9% of the total number of the Options granted shall vest on the

first, second, third, fourth, fifth, sixth, seventh and eighth anniversary of the Option Period commencement
date, respectively. The Option Period commencement date is April 15, 2024.

Note 3:

17%, 17%, 17%, 17%, 17%, and 15% of the total number of the Options granted shall vest on the first, second,

third, fourth, fifth and sixth anniversary of the Option Period commencement date, respectively. The Option
Period commencement date is April 15, 2024.

Note 4: 25%, 25%, 25% and 25% of the total number of the Options granted shall vest on the first, second, third and
fourth anniversary of the Option Period commencement date, respectively. The Option Period commencement
date is April 15, 2024.
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F. OTHER INFORMATION

Agency Fees or [REDACTED] Received

The [REDACTED] will receive an [REDACTED] in connection with the
[REDACTED], as detailed in “[REDACTED]”. Save in connection with the [REDACTED],
no [REDACTED], discounts, brokerages or other special terms have been granted by the
Group to any person (including the Directors, promoters and experts referred to in “Other
Information — Qualifications and Consents of Experts” below) in connection with the issue or
sale of any capital or security of the Company or any member of the Group within the two years
immediately preceding the date of this document.

Within the two years immediately preceding the date of this document, no [REDACTED]
has been paid or is payable for subscription, agreeing to subscribe, procuring subscription or
agreeing to procure subscription for any share in or debentures of the Company.

Estate Duty

The Directors have been advised that no material liability for estate duty is likely to fall
on the Group in Hong Kong and the Cayman Islands.

Litigation

As of the Latest Practicable Date, the Company was not engaged in any outstanding
litigation or arbitration which may have material adverse effect on the [REDACTED] and, so
far as the Directors are aware, no material litigation or claim was pending or threatened by or
against the Company.

The Joint Sponsors
The Joint Sponsors have made an application on behalf of the Company to the Listing
Committee of the Stock Exchange for the [REDACTED] of, and permission to
[REDACTED], all the Shares in issue and to be issued as mentioned in this document.
Each of the Joint Sponsor confirm that it satisfies the independence criteria applicable to

sponsors set out in Rule 3A.07 of the Listing Rules. Each of the Joint Sponsors will receive
a fee of US$350,000 for acting as the sponsors for the [REDACTED].
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Promotors

The Company does not have any promoter (as defined in the Listing Rules). Within the
two years immediately preceding the date of this document, no cash, securities or other benefit
has been paid, allotted or given nor are any proposed to be paid, allotted or given to any
promoters in connection with the [REDACTED] and the related transactions described in this
document.
Preliminary Expenses

The Company has not incurred any material preliminary expenses.

Qualifications and Consents of Experts

The qualifications of the experts which have given opinions or advice which are contained

in, or referred to in, this document are as follows:

Name of Expert Qualifications

Goldman Sachs (Asia) L.L.C. A licenced corporation under the SFO to
conduct type 1 (dealing in securities), type 4
(advising on securities), type 5 (advising on
futures contracts), type 6 (advising on corporate
finance) and type 9 (asset management)
regulated activities under the SFO

Huatai Financial Holdings A licenced corporation under the SFO to
(Hong Kong) Limited conduct type 1 (dealing in securities), type 2
(dealing in futures contracts), type 4 (advising
on securities), type 6 (advising on corporate
finance), type 7 (providing automated trading
services) and type 9 (asset management)

regulated activities under the SFO

Ernst & Young Certified Public Accountants and Registered
Public Interest Entity Auditor

Campbells Legal advisors as to Cayman Islands law
Jingtian & Gongcheng Legal advisors as to PRC law
Frost & Sullivan (Beijing) Inc., Independent industry consultant

Shanghai Branch Co.
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Each of the experts listed above has given and has not withdrawn its written consent to
the issue of this document with the inclusion of its report and/or letter and/or opinion and/or
references to its name included herein in the form and context in which they respectively
appear.

Binding Effect

This document shall have the effect, if an application is made in pursuance hereof, of
rendering all persons concerned bound by all of the provisions (other than the penal provisions)
of Sections 44A and 44B of the Companies (Winding Up and Miscellaneous Provisions)

Ordinance so far as applicable.

Bilingual Document

The English language and Chinese language versions of this document are being
published separately, in reliance upon the exemption provided in Section 4 of the Companies
Ordinance (Exemption of Companies and Prospectuses from Compliance with Provisions)
Notice (Chapter 32L of the Laws of Hong Kong).

Miscellaneous
(a) Save as disclosed in “— Further Information about the Company” in this section,
within the two years preceding the date of this document, no share or loan capital
of the Company or any of its subsidiary has been issued or has been agreed to be

issued fully or partly paid either for cash or for a consideration other than cash.

(b) No share or loan capital of the Company or any of its subsidiary is under option or

is agreed conditionally or unconditionally to be put under option.

(c) No founder, management or deferred shares of the Company or any of its subsidiary

have been issued or have been agreed to be issued.

(d) None of the equity and debt securities of the Company or its subsidiary is presently
listed or dealt in on any other stock exchange nor is any listing or permission to deal
being or proposed to be sought.

(e) The Company has no outstanding convertible debt securities or debentures.

(f) There is no arrangement under which future dividends are waived or agreed to be
waived.
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(g) None of the experts listed under “— Qualifications and Consents of Experts” in this
section:

(h)

(1) is interested beneficially or non-beneficially in any shares in any member of
the Group; or

(i) has any right or option (whether legally enforceable or not) to subscribe for or
to nominate persons to subscribe for securities in any member of the Group
save in connection with the [REDACTED].

The English text of this document shall prevail over their respective Chinese text.

There has not been any interruption in the business of the Group which may have

or has had a significant effect on the financial position of the Group in the 12 months
preceding the date of this document.
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DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES IN HONG KONG

The documents attached to the copy of this document delivered to the Registrar of

Companies in Hong Kong for registration were:

(a)

(b)

a copy of each of the material contracts referred to in “Appendix IV — Statutory and
General Information — B. Further Information about the Business — 1. Summary
of Material Contracts™; and

the written consents referred to in “Appendix IV — Statutory and General

Information — F. Other Information — Qualifications and Consents of Experts”.

DOCUMENTS AVAILABLE ON DISPLAY

Copies of the following documents will be available on display on the website of the

Stock Exchange at www.hkexnews.hk and the website of the Company at

https://www.bloks.com/ during a period of 14 days from the date of this document:

(@)

(b)

(c)

(d)

(e)

()

(2)

the Memorandum and the Articles of Association;

the Accountants’ Report and the report on the unaudited [REDACTED] financial
information prepared by Ernst & Young, the texts of which are set out in “Appendix
I — Accountants’ Report” and “Appendix Il — Unaudited [REDACTED] Financial

Information”, respectively;

the audited consolidated financial statements of the Group for the years ended
December 31, 2021, 2022 and 2023 and [®];

the PRC legal opinion issued by Jingtian & Gongcheng, our PRC Legal Adivsor, in
respect of certain general corporate matters and property interests in the PRC of the

Group;

the letter of advice prepared by Campbells, our legal advisor on Cayman Islands law,
summarizing certain aspects of the Cayman Islands company law referred to in
Appendix III to this document;

the industry report prepared by Frost & Sullivan;

the written consents referred to under the section headed “Appendix IV — Statutory
and General Information — F. Other Information — Qualifications and Consents of
Experts™;
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(h) the material contracts referred to in “Appendix IV — Statutory and General
Information — B. Further Information about the Business — 1. Summary of Material
Contracts™;

(i) the letters of appointment with the Directors referred to in “Appendix IV — Statutory
and General Information — D. Further Information about Directors — 1.
Particulars of the Letters of Appointment”;

(j) the terms of the Share Incentive Scheme; and

(k) the Cayman Companies Act.
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