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IMPORTANT

If you are in any doubt about any of the contents of this Prospectus, you should seek independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of this
Prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part
of the contents of this Prospectus.

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

The Offer Price will be HK$7.30 per Offer Share.

Applicants for the Hong Kong Offer Shares must pay, on application, the Offer Price of HK$7.30 for each Offer Share together with brokerage of 1.0%, SFC transaction levy of 0.0027%, AFRC
transaction levy of 0.00015% and Hong Kong Stock Exchange trading fee of 0.00565%. The Overall Coordinators, for themselves and on behalf of the Underwriters, may, with the consent of our
Company, reduce the number of Offer Shares being offered under the Global Offering and/or the indicative Offer Price range below that is stated in this Prospectus at any time prior to the morning
of the last day for lodging applications under the Hong Kong Public Offering. In such a case, notices of such reduction will be published on the websites of the Stock Exchange at www.hkexnews.hk
and the Company at https://www.grkaolin.com/ as soon as practicable but in any event not later than the morning of the last day for lodging applications under the Hong Kong Public Offering.
Further details are set out in the section headed “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this Prospectus.

Prior to making an investment decision, prospective investors should carefully consider all of the information set out in this Prospectus, in particular, the risk factors set out in the section headed
“Risk Factors.” Pursuant to the termination provisions contained in the Hong Kong Underwriting Agreement in respect of the Offer Shares, the Overall Coordinators, for themselves and on behalf
of the Hong Kong Underwriters, have the right in certain circumstances, to terminate the obligations of the Hong Kong Underwriters pursuant to the Hong Kong Underwriting Agreement at any time
prior to 8:00 a.m. on the Listing Date. Further details of the terms of the termination provisions are set out in the section headed “Underwriting — Grounds for Termination.” It is important that
you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be offered, sold, pledged or transferred within
the United States, 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 Offer
Shares are being offered and sold outside the United States in offshore transactions in reliance on Regulation S under the U.S. Securities Act.
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ATTENTION
We have adopted a fully electronic application process for the Hong Kong Public Offering. We will not provide printed copies of this prospectus to the public in relation to the Hong
Kong Public Offering.
This prospectus is available at the website of the Hong Kong Stock Exchange at www.hkexnews.hk and our website at https://www.grkaolin.com/. If you require a printed copy of this
prospectus, you may download and print from the website addresses above.

November 25, 2025
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IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

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

This prospectus is available at the website of the Stock Exchange at
www.hkexnews.hk under the “HKEXnews > New Listings > New Listing

Information” section, and our website at https://www.grkaolin.com/. If you require

a printed copy of this prospectus, you may download and print from the website
addresses above.

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

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

(2) apply electronically through the HKSCC EIPO channel and cause HKSCC
Nominees to apply on your behalf by instructing your broker or custodian
who is a HKSCC Participant to give electronic application instructions via
HKSCC’s FINI system to apply for the Hong Kong Offer Shares on your
behalf.

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

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

Please refer to the section headed “How to Apply for Hong Kong Offer Shares” in
this prospectus for further details of the procedures through which you can apply for the
Hong Kong Offer Shares electronically.
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IMPORTANT

Your application through the White Form eIPO service or the HKSCC EIPO
channel must be for a minimum of 500 Hong Kong Offer Shares and in one of the
numbers set out in the table. No application for any other number of the Hong Kong
Offer Shares will be considered and any such application is liable to be rejected.

If you are applying through the White Form eIPO service, you may refer to the
table below for the amount payable for the number of Hong Kong Offer Shares you have
selected. You must pay the respective amount payable on application in full upon
application for Hong Kong Offer Shares.

If you are applying through the HKSCC EIPO channel, your broker or custodian
may require you to pre-fund your application in such amount as determined by the broker
or custodian, based on the applicable laws and regulations in Hong Kong. You are
responsible for complying with any such pre-funding requirement imposed by your
broker or custodian with respect to the Hong Kong Offer Shares you applied for.

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

HK$ HKS HKS HKS

500 3,686.82 6,000 442411 40,000 294,944.82 400,000 2949.448.20
1,000 1373.62 7,000 51,615.35 45,000 331,812.92 500,000 3,686,810.26
1,500 11,060.44 8,000 58,988.97 50,000 368,681.03 600,000 442417230
2,000 1474723 9,000 06,362.58 60,000 44241724 700,000 5,161,534.36
2,500 18,434.05 10,000 73,736.20 70,000 516,153.44 800,000 5,898,896.40
3,000 22,120.86 15,000 110,604.31 80,000 589,889.65 900,000 6,636,258.46
3,500 25,807.67 20,000 14747241 90,000 063,625.85 1,000,000 7,373,620.50
4,000 2949448 25,000 184,340.51 100,000 737,362.06 1,100,000 §,110,982.56
4500 33,181.30 30,000 221,208.61 200000 1474724.10 12150007 8,958,948.91
5,000 36,868.10 35,000 258,076.72 300,000 2,212,086.16

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

(2)  The amount payable is inclusive of brokerage, SFC transaction levy, the Stock Exchange trading fee
and AFRC transaction levy. If your application is successful, brokerage will be paid to the Exchange
Participants (as defined in the Listing Rules) and the SFC transaction levy, the Stock Exchange trading
fee and AFRC transaction levy are paid to the Stock Exchange (in the case of the SFC transaction levy,
collected by the Stock Exchange on behalf of the SFC; and in the case of the AFRC transaction levy,
collected by the Stock Exchange on behalf of the AFRC).
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EXPECTED TIMETABLEY

If there is any change to the expected timetable of the Hong Kong Public Offering,
we will issue an announcement to be published on the website of the Stock Exchange at
www.hkexnews.hk and our website at https://www.grkaolin.com/.

Hong Kong Public Offering commences ....................... 9:00 a.m. on Tuesday,
November 25, 2025

Latest time to complete applications under the

White Form eIPO service through the

designated website at www.eipo.com.hk® . . ... .. .. ... .. ... .. 11:30 a.m. on Friday,

November 28, 2025

Application lists open™® . ... ... ... ... 11:45 a.m. on Friday,
November 28, 2025

Latest time (a) to complete payment of White Form eIPO
applications by effecting internet banking transfer(s)
or PPS payment transfer(s) and (b) give electronic
application instructions to HKSCC™ .. ... .. ........... ... 12:00 noon on Friday,
November 28, 2025

If you are instructing your broker or custodian who is a HKSCC Participant will submit
electronic application instructions on your behalf through HKSCC’s FINI system in
accordance with your instruction, you are advised to contact your broker or custodian for the
earliest and latest time for giving such instructions, as this may vary by broker or custodian.

Application lists close™ ... ... ... .. .. ... .. 12:00 noon on Friday,
November 28, 2025

Announcement of:

. the level of applications of the Hong Kong Public Offering;

. the level of indications of interest in the International Offering; and
. the basis of allocation of the Hong Kong Offer

Shares to be published on the website of the

Stock Exchange at www.hkexnews.hk and
/©

our website at https://www.grkaolin.com/*™ . ... ... .. .. no later than 11:00 p.m. on

Tuesday, December 2, 2025

—1v —



EXPECTED TIMETABLEY

The results of allocations in the Hong Kong Public
Offering (with successful applicants’ identification
document numbers, where appropriate) to be made
available through a variety of channels as described
in the section headed “How to Apply for the
Hong Kong Offer Shares — Publication of
Results”, including:

. in the announcement to be posted on the
website of the Stock Exchange at
www.hkexnews.hk and our website at

https://www.grkaolin.com/® respectively ............ no later than 11:00 p.m. on
Tuesday, December 2, 2025

. on the designated results of allocation website
at www.iporesults.com.hk (alternatively:
www.eipo.com.hk/eIPOAllotment)
with a “search by ID” function .................... from 11:00 p.m. on Tuesday,
December 2, 2025 to 12:00 midnight on
Monday, December 8, 2025

. from the allocation results telephone enquiry
line by at +852 2862 8555 between 9:00 a.m.
and 6:00 p.m. . ... on Wednesday, December 3, 2025,

Thursday, December 4, 2025,
Friday, December 5, 2025
and Monday, December 8, 2025

Despatch of H Share certificates in respect
of wholly or partially successful applications,
or deposit of H Share certificate into CCASS,
on or before'” . ... Tuesday, December 2, 2025

Despatch of White Form e-Refund payment instructions
and refund cheques in respect of wholly or partially
successful applications on or before® . ... .. .. .. ... .. Wednesday, December 3, 2025

Dealings in our H Shares on the Hong Kong Stock
Exchange expected to commence at .. .................... 9:00 a.m. on Wednesday,
December 3, 2025



EXPECTED TIMETABLEY

Notes:

(D

2

3)

“

(&)

(6)

(7

®)

All dates and times refer to Hong Kong local time and dates unless otherwise stated.

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

If there is Severe Weather Signal (as defined in the section headed “How to Apply for the Hong Kong Offer
Shares — Severe Weather Arrangements”) in force in Hong Kong at any time between 9:00 a.m. and 12:00
noon on Friday, November 28, 2025 the application lists will not open or close on that day. See the section
headed “How to Apply for the Hong Kong Offer Shares — Severe Weather Arrangements” for further details.

If you instruct your broker or custodian who is an HKSCC Participant to give electronic application
instructions via FINI to apply for the Hong Kong Offer Shares on your behalf, you should contact your broker
or custodian for the latest time for giving such instructions which may be different from the latest time as
stated above.

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

The H Share certificates will only become valid evidence of title at 8:00 a.m. on the Listing Date, which is
expected to be on or around Wednesday, December 3, 2025 provided that the Global Offering has become
unconditional in all respects. Investors who trade our H Shares on the basis of publicly available allocation
details before the receipt of H Share certificates or before the H Share certificates become valid evidence of
title do so entirely at their own risk.

Applicants being individuals who are eligible for personal collection may not authorize any other person to
collect on their behalf. If you are a corporate applicant which is eligible for personal collection, your
authorized representative must bear a letter of authorization from your corporation stamped with your
corporation’s chop. Both individuals and authorized representatives must produce evidence of identity
acceptable to our H Share Registrar at the time of collection.

Any uncollected H Share certificates and/or refund checks will be dispatched by ordinary post, at the
applicants’ risk, to the addresses specified in the relevant applications.

Applicants who have applied through White Form eIPO service and paid their applications monies through
single bank accounts may have refund monies (if any) dispatched to the bank account in the form of White
Form e-Refund payment instructions. Applicants who have applied through White Form eIPO service and
paid their application monies through multiple bank accounts may have refund monies (if any) despatched to
the address as specified in their application instructions in the form of refund cheque(s) in favor of the
applicant (or, in the case of joint applications, the first-named applicant) by ordinary post at their own risk.

For applicants who have applied for Hong Kong Offer Shares through the HKSCC EIPO channel, H Share
certificate(s) will be issued in the name of HKSCC Nominees, deposited into CCASS and credited to their
designated HKSCC Participant’s stock account.

For applicants who have applied through HKSCC EIPO channel, their broker or custodian will arrange refund
to their designated bank account subject to the arrangement between them and their broker or custodian.

Further information is set out in the sections headed “How to Apply for Hong Kong Offer Shares —
Despatch/Collection of H Share Certificates and Refund of Application Monies”.

Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to HKSCC

via FINI should refer to “How to Apply for Hong Kong Offer Shares — A. Application for Hong Kong Offer
Shares — 2. Application Channels” for details.
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EXPECTED TIMETABLEY

The above expected timetable is a summary only. You should read carefully the
sections headed “Underwriting”, “Structure of the Global Offering” and “How to Apply
for the Hong Kong Offer Shares” for details relating to the structure of the Global
Offering and the conditions and procedures for application for the Hong Kong Offer
Shares.

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

with its terms, the Global Offering will not proceed. In such a case, our Company will
make an announcement as soon as practicable thereafter.
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SUMMARY

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

OVERVIEW

We specialize in coal-series kaolin in China, with integrated capabilities spanning the
value chain from mining, R&D, processing to production and sales. According to Frost &
Sullivan, we ranked fifth in terms of revenue of coal-series calcined kaolin companies in China
in 2024, with a market share of 5.4%. As a prominent producer of calcined kaolin products in
China, our business is anchored by our abundant and high-quality coal-series kaolin mineral
assets. Our products mainly include precision casting mullite products and refractory mullite
products, which are essential materials for precision casting shell mold and refractory
materials. We also sell raw coke and raw powder to customers for further processing.

We have established a strong market position through our integrated business model and
product quality advantages. For the years ended December 31, 2022, 2023, 2024 and the five
months ended May 31, 2024 and 2025, we produced 117.9 kt, 114.5 kt, 105.6 kt, 46.8 kt and
84.8 kt of precision casting mullite products and 5.2 kt, 19.8 kt, 25.7 kt, 10.6 kt and 10.6 kt
of refractory mullite products, respectively. According to Frost & Sullivan, we were the largest
precision casting mullite products producer in China in terms of the revenue in 2024, with a
market share of 19.1%. According to the same source, the market size of precision casting
mullite products in China is expected to grow from RMB971.9 million in 2024 to RMB1,362.0
million in 2029, representing a CAGR of 7.0%, and the market size of refractory mullite
products in China is expected to grow from RMBS5,525.8 million in 2024 to RMB6,430.9
million in 2029, representing a CAGR of 3.1%. We are well-positioned to capture the growing
market demand for refractory mullite products and strengthen our competitive position through
differentiated product performance, disciplined execution and timely capacity expansion. Our
kaolin ore is in inherently high quality, which enables efficient processing while maintaining
consistently high product standards. Moreover, according to Frost & Sullivan, our kaolin ore
exhibits superior refractoriness, hardness and chemical stability compared with the industry
average, making it suitable for producing precision casting mullite products and refractory
mullite products, which have become a preferred choice in high-temperature applications such
as steel, cement, and glass, supporting sustained customer adoption and market share gains. As
industry demand steadily increases, we are expanding capacity to continue consolidating share
and competing effectively with existing and potential market participants. See “Future Plans
and Use of Proceeds — Use of Proceeds.”



SUMMARY

Our products serve critical needs across multiple industries. Precision casting mullite
products are primarily used as materials for shell mold-making in precision casting processes.
These products are essential for casting high-precision components used in industries such as
automotive, aviation, healthcare and general equipment. Refractory mullite products are
mainly used to produce refractory materials, serving industries such as metallurgy and
construction materials.

. . Coal-series Kaolin Coal-series Kaolin C . .
Coal-series Kaolin Ore Products Downstream Products Application Industries

| | |
“ and Precision Casting - . I I . . I
5 s . = Precision Cast 2
Mining of Mullite Products re;ﬁ;;lnMéllﬂdmg | | Automotive Aviation !
Kaolin Ore | | |
| | |
Refractory Mullite | | General |
y —> Healthcare B
Products Refractory Materials } } Equipment }
| | |
| | . |
Construction
Others } } Metallurgy Materials }
| | |

| R

Il Our business

Note:

* We are not engaged in the exploration of kaolin

Source: Frost & Sullivan Report

Our business is anchored by our abundant and high-quality mineral resources. In October,
2021, we entered into an asset transfer agreement with Shuoli Mining, pursuant to which we
acquired the Shuoli Kaolin Mine. See “History, Development and Corporate Structure — Major
Shareholding Changes of Our Company.” Since 2021, we have fully owned the Shuoli Kaolin
Mine in Huaibei City, Anhui Province, which is renowned for its rich coal-series kaolin
resources. According to the Independent Technical Report, as of May 31, 2025, our Shuoli
Kaolin Mine possesses total estimated Mineral Resources of approximately 18,649 kt,
comprising 2,367 kt of Measured Resources, 8,990 kt of Indicated Resources and 7,292 kt of
Inferred Resources, and total estimated Ore Reserves of approximately 6,062 kt, comprising
1,093 kt of Proved Reserves and 4,969 kt of Probable Reserves. According to the Independent
Technical Report, as of May 31, 2025, at the annual production volume of 400,000 tonnes, the
remaining LoM of the Shuoli Kaolin Mine was estimated to be approximately 16 years. The
geological characteristics of our mineral deposits offer operational advantages due to the
nature of the associated coal-series kaolin found in our mine. The kaolin ore mined from our
Shuoli Kaolin Mine can proceed directly to processing after being classified by type and
specification, and only simple purification process is required before entering the beneficiation
and processing stage. This reflects the inherently high quality of our kaolin ore, which enables
efficient processing while maintaining consistently high product standards. Moreover,
according to Frost & Sullivan, our kaolin ore exhibits superior refractoriness, hardness and
chemical stability compared with the industry average, making it suitable for producing
precision casting mullite products and refractory mullite products.

For the years ended December 31, 2022, 2023, 2024 and the five months ended May 31,
2024 and 2025, we generated revenue of approximately RMB190.4 million, RMB204.7
million, RMB267.1 million, RMB88.3 million and RMB104.9 million, respectively, and
achieved net profit of approximately RMB24.4 million, RMB43.6 million, RMB52.6 million,
RMB14.5 million and RMB18.0 million, respectively, demonstrating our sustained growth and
profitability.
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OUR MINERAL ASSETS AND MINING RIGHTS
Location and Access

The Shuoli Kaolin Mine is in Shuoli Town, Duji District, Huaibei City, Anhui Province,
with a mining area of 17.9955 square kilometers. It is located in the hinterland of East China,
at the junction of four provinces, namely, Jiangsu, Shandong, Henan and Anhui, and adjacent
to the Yangtze River Delta city cluster. Our Shuoli Kaolin Mine benefits from a well-developed
transportation network. It is connected to other parts of Huaibei City via the Anhui Provincial
Highway S101 and other paved roads, and extends reach to Jiangsu, Zhejiang, Fujian,
Shandong, Henan, Hubei, Hunan, Jiangxi, Shaanxi and Guizhou Provinces via the G30 and G3
Expressways. From Jiangsu Province and Shandong Province, we are able to deliver our
products to Guangdong Province by sea. Such transportation network provides a convenient
network for the transportation of our products to Huaibei City and the surrounding areas. The
following map illustrates the location of our Shuoli Kaolin Mine:
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Mineral Resource and Ore Reserve

According to the Independent Technical Report, the Mineral Resource of the Shuoli
Kaolin Mine has been classified as Measured, Indicated and Inferred according to increasing
degrees of confidence in the geological continuity, sample density, data quality, surface
mapping and drilling spacing; and geological modeling was conducted based on topographic
and geological mapping and results of the drilling programs.
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The following table sets forth a summary of the Mineral Resource estimate of our Shuoli
Kaolin Mine as of May 31, 2025, and reported in accordance with the JORC Code, as contained
in the Independent Technical Report in Appendix VI to this prospectus:

Type of Mineral AlLLO4 SiO,
Resources Tonnage Al,O5 Material SiO, Material
(kt) (%) (kt) (%) (kt)

Measured. . . ....... 2,367 40.35 955 42.83 1,013
Indicated ......... 8,990 40.28 3,621 41.13 3,698
Measured and

Indicated . ....... 11,357 40.29 4,576 41.49 4,711
Inferred . .......... 7,292 40.30 2,939 41.58 3,032
Total/Overall ... ... 18,649 40.30 7,515 41.52 7,743

The following table presents a summary of the Ore Reserve estimate of our Shuoli Kaolin
Mine as of May 31, 2025, and reported in accordance with the JORC Code, as contained in the
Independent Technical Report in Appendix VI to this prospectus:

Type of Ore Reserves Ore Reserve ALO; Fe,0;4 TiO,

(kt) (%) (%) (%)
Proved............... ... 1,093 38.9 0.66 0.51
Probable ................ 4,969 37.9 1.08 0.49
Total . . ................. 6,062 38.1 1.00 0.49

Mining License

The material terms of our mining license are set out below:

Issuing authority: Huaibei Municipal Bureau of Natural Resources and Planning
Holder of mining license: The Company

Name of mine: Huaibei City Shuoli Kaolin Mine

License number: C3400002019117120148949

Mining method allowed: Underground mining

Production volume allowed: 500.0 thousand tonnes per year

Area of mine allowed: 17.9955 square kilometers

Mining elevations allowed: 50-240m below the surface

Period of validity granted: From November 19, 2021 to November 19, 2024 and
extended to November 20, 2039 after the renewal on March 6, 2024

Applicable natural resources: Kaolin

See “Business — Our Mineral Assets and Mining Rights — Our Kaolin Mineral Assets —
Shuoli Kaolin Mine — Mining License” for further details. We did not pledge any mining
rights to secure any of our banking facilities during the Track Record Period and up to the
Latest Practicable Date. See “Financial information — Indebtedness” in this prospectus for
further details of our banking facilities.
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Capital Costs

According to the Independent Technical Report, our capital costs were RMB441.9 million
from 2022 to May 2025 for regular replacement and refurbishment of certain property, plant
and equipment as well as the addition of new production lines and facilities. In June-December
2025, we forecast additional costs of RMB3.8 million for equipment and system upgrades and
renovations and RMB9.6 million for a resource upgrade drilling program. An annual allocation
of RMBS.0 million is designated for ongoing refurbishment. A budget of RMB103.5 million is
planned for comprehensive processing systems and a aluminium-silicon new material
engineering technology research center. Our Independent Technical Consultant considers these
budgets to be reasonable. See “Appendix VI — Independent Technical Report — 15 Capital
and Operating Costs — 15.1 Capital Cost.”

The table below sets forth a summary of the historical and forecast capital costs between
2022 and 2040 for our future projects, as stated in the Independent Technical Report:

Jan-May  Jun-Dec 2031-
Cost Centre 2022 2023 2024 2025 2025 2026 2027 2028 2029 2030 2040

Underground operation
Buildings. . . ........ 154 - - - - - - - - - -
Machinery and equipment. . 13.0 03 4.1 - - - - - - - -
Ventilation shaft fan

renovation . . . ... ... - - - - 1.0 - - - - - -
Ventilation shaft substation

upgrade . . ... ... .. - - - - 0.9 - - - - - -
Main shaft gate control

system upgrade . . . . .. - - - - 1.9 - - - - - -
Resource upgrade drilling

program . . .. ... ... - - - - 9.6 - - - _ _ _
Roadway construction . . . . - - - - 01 01 00 01 01 01 16
Surface processing plant

operation
Kaolin processing plant

system . . . ... 20,5 183.0 113.8 - - - - - - - -
Non-fired brick system . .. 5.7 1.5 - - - - - - - - -
Vertical shaft renovation . . 0.8 - - - - - - - - - -
Burner system renovation. . 0.8 - - - - - - - - - -
Equipment replacement . . . 3.0 40 48 0.7 33 - - - - - -
Rotary kiln desulfurization

and denitrification. . . . . - 196 90 - - - - - - - -
35kV substation . . . .. .. - 64 11 - - - - - - - -
Ceramic fibre plant . . . . . - 133 74 - - - - - - - -
Mullite aluminium-silicon

material comprehensive

processing . . . ... ... - - 03 4.9 124 629 - - - - -
Silicon-aluminium new

material engineering

technology research

centre . ... ... ... . - - 01 - - 93 140 - - - -
Raw materials warehouse . . - - 83 - - - - - - - -
Vertical shaft dust control

system upgrade . . . . . . - - - - 1.5 - - - - - -
Sustaining . . ... ... .. - - 80 80 80 80 80 400

Total . . ........ ... 59.3 2281 1489 5.6 307 803 220 81 80 82 416
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The mullite aluminium-silicon material comprehensive processing project is expected to
incur capital costs of approximately RMB80.2 million from January 2025 through December
2026. The forecast capital costs of the said project from June to December 2025 will be settled
by certain loans designated for the capital cost of the said project, and such loans will be
subsequently settled by net proceed. The forecast capital costs of the said project during 2026
will be settled by net proceeds directly.

The main drivers of capital cost fluctuations are two one-off investments, namely (i) the
mullite aluminium-silicon material comprehensive processing; and (ii) the silicon-aluminium
new material engineering technology research center. Capital spending peaks in 2026-2027,
when these facilities are built and commissioned. These two one-off investments related to the
research and processing of kaolin ore, and are not related to the expected annual mining
capacity of 400 kt. Sustaining capital and roadway construction are forecast to remain broadly
constant over the period.

Operating Costs

According to the Independent Technical Report, our historical operating cash costs were
RMB152.9 million in 2022, RMB154.5 million in 2023, RMB181.5 million in 2024, and
RMBS81.5 million in the period of January-May 2025. The following table sets forth a
breakdown of the historical cash operating cost during the Track Record Period.

Jan-May
Operating Cash Cost by Activities 2022 2023 2024 2025
Workforce employment . . . .. RMB million 50.2 54.9 60.1 23.3
Consumables . ............ RMB million 25.4 19.6 27.5 8.7
Fuel electricity, water and RMB million 51.3 55.1 51.1 37.1
other services...........
On-site and off-site RMB million 14.2 9.3 25.3 6.0
administration ..........
Environmental protection and RMB million 0.8 2.0 2.9 1.4
monitoring . ... .........
Transportation of workforce . RMB million - - - -
Product marketing and RMB million 8.0 10.3 10.9 4.3
transport . .............
Non-income taxes, royalties =~ RMB million 3.0 3.3 3.7 0.7
and other governmental
charges. ... ......... ...
Total . .................. RMB million 152.9 154.5 181.5 81.5

As disclosed in the Independent Technical Report and illustrated below, regarding
operating cash costs by product, precision casting mullite products are projected to reach
RMB208.4 million per year, while precision casting mullite powder is expected to account for
RMB38.3 million in 2026. The unit cash operating cost over the LoM is RMB979 per tonne for
precision casting mullite products and RMB847 per tonne for refractory mullite products.
Additionally, the unit cash operating costs are RMB156 per tonne for raw coke and raw powder
and RMB7,124 per tonne for ceramic fiber. The processing plant produces various products,
including precision casting mullite products, refractory mullite products and raw coke and raw
powder. Starting in 2025, ceramic fiber has been produced. The annual operating cash cost is
expected to gradually increase from current levels to RMB260.7 million in 2026 and
RMB265.9 million in 2027, as the target annual mining capacity reaches 400 kt and various
products, including ceramic fiber, started to be produced. Similar to historical operating costs,
the major cost components are fuel and electricity, followed by consumables and workforce
employment. In our Independent Technical Consultant’s opinion, our Shuoli Kaolin Mine has
a proven track record of production, and the forecast operating costs used in the LoM model
are reasonable, supported by historical costs. The operating cost of ceramic fiber is expected
to stabilize further once it reaches commercial production.

_6—
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OUR PRODUCTS AND PRODUCTION PROCESS

We specialize in the production and sales of precision casting mullite products, refractory
mullite products and raw coke and raw powder, among which precision casting mullite
products and refractory mullite products are produced through beneficiation and processing
operations, while raw coke is derived from mining and selection processes, and raw powder is
derived from crushing and selecting kaolin ore. According to Frost & Sullivan, our precision
casting mullite products have outstanding physical and chemical properties that exceed
industry standards. For example, compared with similar products in the market, our products
have a higher Al,O5 content, resulting in greater refractoriness. In addition, they contain fewer
impurities, leading to better thermochemical stability. Shell molds made with our precision
casting mullite products exhibit excellent dry and wet strength, high-temperature strength, and
collapsibility, and the castings produced from these shell molds can be easily removed from
molds, maintain their shape, resist shrinkage and possess a smooth surface, resulting in very
high rates of finished products. The mullite crystal phase of our refractory mullite products is
well-developed and uniform, featuring a dense texture, high hardness, low expansion
coefficient, excellent wear resistance and good thermochemical stability.

As advised by our Independent Technical Consultant, based on their current
understanding of the deposit, our kaolinite deposit does not contain economically viable
concentrations of rare-earth elements (“REE”). Clay-hosted REE deposits are typically
ion-adsorption clays formed through the weathering of granitic rocks, a geological setting
distinct from the kaolin layers associated with coal-bearing sequences found at our Shuoli
Kaolin Mine. As of the Latest Practicable Date, no evidence of economically recoverable REE
mineralization has been identified within the deposit. As such, our products are not subject to
any PRC’s export control relating to rare earth elements.

The following table sets forth a breakdown of the sales volume and average selling price
by product type for the periods indicated:

Year ended December 31, Five months ended May 31,
m 03 bt} WU 05
Sales  Average Sales  Average Sales  Average Sales  Average Sales  Average
Revenve  volume selling price  Revenue  volme  selling price  Revenve  volume  selling price  Revenue  volume  selling price  Revenve  volume  selling price
(RMB in (RMB per  (RMBin (RMB per~ (RMB in (RMB per~ (RMB in (RMB per (RMB in (RMB per
thousands) (ki) fomne) — thousands) (ke fomne) — thousands) (k) fonne) — thousands) (ki) fomne) — thousands) (ki) fonne)
(unaudited)
Precision casting
mullite products . 184,193 185" 1554 165931 1090 1522 185492 13307 1304 66139 46 1483 68101 5Ll 1307
- Precision
casting mullite
sand. . .. .. 95347 604 1579 82585 ST 153 96798 702 139 M3 24 LS 322 267 130
- Precision
casting mullite
powder . ... 88846 581 1508 83346 553 1507 88694 629 1410 3796 232 1456 32819 254 129
Refractory mullite
products. . . . . 6173 52 LIST B350 196 1200 52056 5229 997 18671 179 L1043 4703 249 992
- Large-sized
chamotte
paticles ... 4875 44 LI08 18587 162 L4T 44330 46 %0 15,767 158 998 17,144 182 942
- Small-sized
chamotte
paticles ... 1298 0§ 1623 493 34 1450 774 60 1287 2904 21 1383 759 6T LN
Raw coke and raw
powder . . . . . - - - 15234 394 387 26621 869 06 3479 76 458938 319 b
Ceramic Fiber . . . - - - - - - 291303 9910 - - 03 919
Total . ... ... 190,366 - - 204,687 - - 267,142 - - 88289 - - 104899 - -
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Notes:

(I)  The sales volume includes the sales of certain inventories of precision casting mullite products, which
exceeded the production volume of such products in respective years.

(2)  The sales volume includes 25.6 kt trial production volume from the new production line for the precision
mullite products.

(3)  The sales volume includes 32.5 kt refractory mullite products supplied by our external supplier of processing
services, Shandong Yonganda. To supplement our production capacity of refractory mullite products, since
October 2023, we have engaged Shandong Yonganda, an external processing service provider, to supply
processing service related to the production of refractory mullite products to us. In 2024, Shandong Yonganda
supplied to us 32.5 kt finished refractory mullite products. See “Business — Suppliers and Contractors —
Supplier of Process Service”

The sales volume of precision casting mullite products decreased from 118.5 kt in 2022
to 109.1 kt in 2023, while the actual production volume remained relatively stable at 117.9 kt
and 114.5 kt, respectively, and the utilization rate exceeded 100% in both years. This
discrepancy between sales volume and production volume was mainly because the sales
volume in 2022 included a higher proportion of products sold from existing inventories. We
maintained stable production and high utilization rates to ensure timely fulfilment of future
orders and optimize inventory structure.

The revenue generated from the sales of precision casting mullite products increased from
2023 to 2024, driven by the increase in the sales volume. This growth was mainly attributable
to the increased market demand for precision casting mullite products, and our expanded
production volume to meet such increasing market demand. However, the actual production
volume and the utilization rate decreased from 2023 to 2024. This discrepancy was primarily
due to the actual production volume of precision casting mullite products in 2024 used in the
calculation of utilization rate did not include the trial production volume from the new
production line, which amounted to 25.6 kt.

The sales volume and the revenue generated from the sales of precision casting mullite
products increased from the five months ended May 31, 2024 to the same period of 2025,
primarily due to strong and growing market demand for precision casting mullite products. In
response to such growing market demand, the actual production volume increased significantly
during the same period. However, the utilization rate of the production lines for precision
casting mullite products decreased from 102.2% in the five months ended May 31, 2024 to
65.6% in the five months ended May 31, 2025, primarily due to the ramp-up of the new
production line and the scheduled maintenance and repair work on the existing production
lines.

See “Business — Production — Utilization Rate” and “Financial Information —
Period-to-Period Comparison of Results of Operations” for details.

As of the Latest Practicable Date, we operated three production facilities in Duji District,
Huaibei, Anhui Province in the PRC, namely Mining Plant, Chamotte Plant and Mullite
Precision Casting Sand and Powder Plant. The Mining Plant is used for mining kaolin ore from
underground deposits and transport them to the ground for subsequent processing. The
Chamotte Plant is mainly used for producing refractory mullite products and semi-finished
products intended for precision casting mullite products, finished precision casting mullite
products and ceramic fiber. The Mullite Precision Casting Sand and Powder Plant is mainly
used for processing semi-finished materials from Chamotte Plant, which will undergo crushing,
iron removal, screening and grinding processes to eventually become precision casting mullite
sand and powder products.

— 10 =
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We have established an integrated process that seamlessly coordinates and connects
multiple stages of production and processing of kaolin. We use the underground mining method
for the extraction of kaolin ore. We possess proprietary technology for producing precision
casting mullite products through rotary kiln calcination. Our rotary kiln calcination process
leverages the low hardness and easy crushing characteristics of kaolin ore, which crushes the
kaolin ore into fine sand before calcination in a rotary kiln. The semi-finished material from
the rotary kiln then undergoes grading, impurity removal and air blowing to produce precision
casting mullite products. This calcination process causes impurities and iron to precipitate and
aggregate, allowing for their removal in subsequent impurity removal steps, which
significantly enhances product quality. Due to higher resource utilization, this process also
greatly increases yield compared with the traditional method. This is primarily due to the
smaller average feed particle size of 2mm for a rotary kiln, compared to over 60mm for a shaft
kiln. The smaller particle size allows for a shorter and more efficient heating process. This
increased efficiency contributes to higher yield by reducing processing time and resource
consumption. Additionally, the rotary kiln is a dynamic kiln , which consistently rotates and
tumbles the material, ensuring uniform heat distribution and exposing fresh surfaces to the
heat. This results in thorough calcination, enhancing the conversion of raw materials into final
products. Furthermore, the fine sand form of kaolin ore improves calcination stability and
uniformity during the calcination process and provides a passivation effect on sintered
particles, resulting in more rounded sand particles. The precision casting shells made from this
sand exhibit improved permeability, effectively reducing casting defects such as under-casting
and porosity caused by poor shell permeability.

OUR STRENGTHS

We believe that the following competitive strengths distinguish us from our competitors:

. High-quality coal-series kaolin resources and reserves with strategic location and
transportation advantages

. Product quality advantages through improvements in key processing technologies
. Advanced research and development capabilities and progressive innovations

. Strong market position and long-term cooperation with a high-quality customer base
. Seasoned management team with significant industry and management experience

. Demonstrated commitment to sustainable development with continuous ESG efforts
OUR STRATEGIES

We plan to implement the following strategies to facilitate our business growth:

. Expanding production scale and optimizing production processes of our products
. Enhancing our R&D capabilities and improving our core competitiveness

. Expanding customer base and increasing product awareness

. Recruiting highly skilled and experienced talent
SALES AND MARKETING

We market and sell mullite products primarily in China. We have a dedicated sales and
marketing team that is responsible for marketing and selling our products. As of May 31, 2025,
we had a sales and marketing team of 10 personnel. Our sales and marketing personnel are
primarily responsible for maintaining communication with existing customers to understand
their needs and feedback on our products, in order to estimate the sales volume of relevant
products and arrange procurement and production plans accordingly. Our sales and marketing

—11 =
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personnel also seek to expand our customer base through showcasing the strengths of our
products and services to potential customers. Leveraging our extensive industry experience, we
have established a stable customer base in China. As of May 31, 2025, we had 40 customers
who have maintained business relationship with us for more than five years. We are principally
engaged in sales to end-user customers, which are mainly precision manufacturers and
refractory material manufacturers. We also sell products through traders, who in turn resell our
products.

In respect of our marketing and branding efforts, we are employing a multifaceted
approach to enhance brand exposure and recognition through media, internet, exhibitions and
industry associations. We believe such an approach to be effective in increasing our exposure
among industry players and potential customers, and thus building up a stable clientele.

CUSTOMERS

We have established a diverse customer base comprising both end-users and traders.
During the Track Record Period, we mainly sold our products to end-users, with revenue from
these sales accounting for 87.3%, 87.3%, 76.1%, 84.4% and 76.1% for the years ended
December 31, 2022, 2023, 2024 and for the five months ended May 31, 2024 and 2025,
respectively. Our end-user customers primarily include precision casting manufacturers and
refractory materials manufacturers. We also work with traders to expand our sales channels and
enhance our market presence. Our commitment to quality and innovation has enabled us to
maintain stable relationships with customers.

During the Track Record Period, we were engaged in sales to our customers including
end-users and traders, among which there are a small number of overseas customers. Revenue
from our five largest customers for the years ended December 31, 2022, 2023, 2024 and for the
five months ended May 31, 2025 accounted for 18.6%, 23.7%, 23.8% and 24.5%, respectively,
of our total revenue during the same periods. Revenue generated from our largest customer for
the years ended December 31, 2022, 2023, 2024 and for the five months ended May 31, 2025
accounted for 5.0%, 7.1%, 9.3% and 10.5% of our total revenue during the same periods.
During the Track Record Period and as of the Latest Practicable Date, all of our five largest
customers are Independent Third Parties.

SUPPLIERS AND CONTRACTORS

During the Track Record Period, our suppliers and contractors were mainly (i) suppliers
of auxiliary materials used for our manufacturing operations, primarily including packaging
items, sodium bicarbonate, alumina ceramic balls and wooden pallets, (ii) suppliers of utilities,
primarily including natural gas, electricity, coal and water, (iii) suppliers of logistics services,
(iv) supplier of processing service and (v) construction contractors. Purchases from our top five
suppliers for the years ended December 31, 2022, 2023, 2024 and for the five months ended
May 31, 2025 amounted to RMB72.6 million, RMB68.9 million, RMB90.2 million and
RMB43.9 million, representing 74.5%, 68.0%, 66.9% and 73.0% of our total purchases for the
same periods, respectively. Purchases from our largest supplier for the years ended December
31, 2022, 2023, 2024 and for the five months ended May 31, 2025 amounted to RMB35.2
million, RMB31.2 million, RMB28.3 million and RMB13.2 million representing 36.1%,
30.8%, 21.0% and 22.0% of our total purchases for the same periods, respectively. During the
Track Record Period and as of the Latest Practicable Date, our five largest suppliers were
Independent Third Parties, except for Huaibei Mining Group and Huaibei China Resources Gas
Co., Ltd.
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COMPETITION

We face competition in China’s coal-series kaolin industry. According to Frost &
Sullivan, China’s kaolin resources are widely distributed across the whole nation. Anhui
Province ranks fifth in China for kaolin reserves, accounting for 1.46% of the total reserves.
In 2024, the market size for China’s calcined kaolin products reached RMB10,159.6 million,
among which the coal-series calcined kaolin products market in China reached RMB4,965.9
million in 2024, representing 48.9% of the overall market, according to Frost & Sullivan. In
terms of revenue of coal-series calcined kaolin companies in 2024, the top five companies in
the market had a combined market share of 50.8%. Among them, we ranked fifth with a market
share of 5.4%. Huaibei, Anhui Province is one of the primary regions where high-quality kaolin
is concentrated, which can be used in the fields of refractory materials or precision casting
shell mold. We were the largest precision casting mullite products producer in terms of the
revenue in 2024, with a market share of 19.1%, according to Frost & Sullivan. The principal
competitive factors in our industry include (i) the high technology barriers of processing
technologies; (ii) strict environmental protection requirements; (iii) capital required for
large-scale production; and (iv) scarcity of high-quality kaolin resources. We believe that we
are well positioned to compete effectively on the basis of the foregoing factors. For more
information on the competitive landscape of our industry, see “Industry Overview.”

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth a summary of our historical financial information as of and
for the years ended December 31, 2022, 2023, 2024 and the five months ended May 31, 2024
and 2025 extracted from the Accountants’ Report in the Appendix I to this Prospectus. The
summary below should be read in conjunction with the financial information in Appendix I,
including the relating notes and the information set forth in the “Financial Information” section
in this Prospectus.

Summary of Profit or Loss

The following table sets forth a summary of our statements of profit or loss for the
years/periods indicated.

Five months ended
Years ended December 31 May 31,

2022 2023 2024 2024 2025

(unaudited)
(RMB in thousands)

Revenue .. ........ 190,366 204,687 267,142 88,289 104,899
Cost of sales . . ..... (132,810)  (133,410) (168,972) (57,491) (67,625)
Gross profit . . ... .. 57,556 71,277 98,170 30,798 37,274
Other income and

gains ........... 2,872 7,992 4,733 1,405 911
Research expenses. . . (7,282) (6,978) (12,638) (4,518) (4,131)
Selling and

distribution

expenses . ....... (4,028) (3,783) (4,574) (1,972) (1,479)
Administrative

expenses ........ (22,752) (17,477) (22,329) (8,731) (8,742)
Other expenses . . ... (476) 9 - - -
Finance costs. ... ... (1,039) (973) (3,709) (638) (3,192)
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Five months ended
Years ended December 31 May 31,

2022 2023 2024 2024 2025

(unaudited)
(RMB in thousands)

Reversal of/(provision
for) impairment
losses on financial

assets, net ....... 1,752 (48) (163) (5) (112)
Profit before tax . .. 26,603 50,001 59,490 16,339 20,529
Income tax expense . . (2,180) (6,384) (6,888) (1,869) (2,497)
Profit and total

comprehensive

income for the

year/period . . . . .. 24,423 43,617 52,602 14,470 18,032

Our net profit increased from approximately RMB24.4 million in 2022 to approximately
RMB43.6 million in 2023, primarily due to the increased revenue generated from the sales of
refractory mullite products and the sales of raw coke and raw powder. Our net profit increased
from approximately RMB43.6 million in 2023 to approximately RMBS52.6 million in 2024,
primarily due to the increased revenue generated from the sales of all three product categories,
which were driven by the increased sales volume, and the launch of ceramic fiber, which was
a part of our strategic expansion into the environmental protection market. Our net profit
increased from RMB14.5 million for the five months ended May 31, 2024 to RMB18.0 million
for the five months ended May 31, 2025, mainly due to an increase in revenue driven by the
increased sales of precision casting mullite products, refractory mullite products and raw coke
and raw powder, as well as the additional revenue stream brought by the sales of ceramic fiber.

In particular, our research expenses remained relatively stable at approximately RMB7.3
million in 2022 and RMB7.0 million in 2023, while surged to RMB12.6 million in 2024 as we
launched several new research projects, resulting in increases in employee salaries, electricity
expenses and research material expenses. Our research expenses decreased slightly from
RMBA4.5 million in the five months ended May 31, 2024 to RMB4.1 million in the five months
ended May 31, 2025, mainly due to the adjustments of compensation packages for our R&D
personnel during this period.
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The following table sets forth the revenue breakdown by product categories:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB in thousands, except for percentages)

Precision casting
mullite products . . 184,193  96.8 165,931 81.1 185492 69.4 66,139 749 68,111 65.0
— Precision casting
mullite sand . .. 95347 50.1 82,585 40.3 96,798 36.2 32,343 36.6 35232 337
— Precision casting
mullite powder . 88,846 46.7 83,346 40.8 88,694 332 33,796 383 32879 313
Refractory mullite

products .. ... .. 6,173 3.2 23,522 11.5 52,056 19.5 18,671 21.2 24,703 235
— Large-sized

chamotte

particles .. ... 4,875 2.6 18,587 9.1 44332 16.6 15,767 179 17,144 16.3
— Small-sized

chamotte

particles .. ... 1,298 0.7 4935 24 7,124 29 2,904 33 7,559 7.2
Raw coke and raw

powder . ....... - - 15,234 74 26,621 10.0 3479 39 9,328 8.9
Ceramic fiber . . . .. - - - - 2973 1.1 - - 2,757 2.6
Total . . ......... 190,366 100.0 204,687 100.0 267,142 100.0 88,289 100.0 104,899 100.0

Our revenue generated from the sales of precision casting mullite products is determined
by the sales volume and average pricing of the products, which are influenced by market
demand, pricing strategy and production volume. Our revenue from this segment declined from
2022 to 2023 primarily due to the reduced production volume following rotary kiln
maintenance. However, the revenue rebounded from 2023 to 2024, driven by growing market
demand, our enhanced production capacity to meet such demand and our strategic pricing to
boost sales volume. Our revenue generated from the sales of precision casting mullite products
increased from the five months ended May 31, 2024 to the five months ended May 31, 2025,
primarily due to the growing market demand for our products and our pricing strategy to lower
the average selling price of our precision casting mullite products in response to the intensified
market competition, thereby driving the adoption of our products and aligning with such
market demand.

Our revenue generated from the sales of our refractory mullite products depends on the
sales volume, which is further determined by our production volume. Our revenue from this
segment grew significantly from 2022 to 2023 as the partial production outsourcing enabled
higher production volume to meet rising market demand for the refractory mullite products.
The revenue continued to increase from 2023 to 2024, fueled by expanded customer acquisition
efforts and increased production volume through strategic outsourcing. Our revenue generated
from the sales of refractory mullite products increased from the five months ended May 31,
2024 to the five months ended May 31, 2025, mainly due to our continued expansion into the
refractory mullite products market.
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We began generating revenue from the sales of raw coke and raw powder in 2023 as a part
of our growth strategy to diversify our product portfolio. Our revenue generated from the sales
of raw coke and raw powder significantly increased from 2023 to 2024, primarily because our
continuous market expansion by engaging more customers and identifying several customers
who had substantial needs for raw coke. Our revenue generated from raw coke and raw powder
increased from the five months ended May 31, 2024 to the five months ended May 31, 2025,
as our customers had the increasing demand for our products.

We began generating revenue from the sales of ceramic fibers in the second half of 2024
as we expanded into this business segment to meet the increasing market demand for
domestically-produced high-grade fibers suitable for desulfurization and denitrification
environmental protection pipes.

The following table sets forth a breakdown of our gross profit and gross profit margin by
product categories for the periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Gross Gross Gross Gross Gross
profit profit profit profit profit

Gross margin  Gross margin  Gross margin  Gross margin  Gross  margin
profit % profit % profit % profit % profit %

(unaudited)
(RMB in thousands, except for percentages)

Precision casting
mullite products . . 56,961 309 51,185 30.8 67,895 36.6 23,190 35.1 26,041 38.2
— Precision casting

mullite sand ... 37,488 39.3 32,696 39.6 41,221 42.6 13912 43.0 16,255 46.1
— Precision casting

mullite

powder . ..... 19,473 219 18,489 222 26,674 30.1 9,278 27.5 9,786 29.8
Refractory mullite

products . ...... 595 9.6 9315 396 12,108 233 5521 29.6 5165 20.9
— Large-sized

chamotte

particles . . ... 59 1.2 7289 392 10,382 234 4,559 289 4,028 235
— Small-sized

chamotte

particles . . ... 536 413 2,026 41.0 1,726 223 962  33.1 1,137 15.0
Raw coke and raw

powder . .. ... .. - - 10,777 70.7 16,657 62.6 2,087 60.0 5282 56.6
Ceramic fiber . . . .. - - - - 1,510 50.8 - - 786  28.5
Total . ... ....... 57,556 30.2 71,277 34.8 98,170 36.7 30,798 34.9 37,274 355

Gross profit from our sales of precision casting mullite products decreased from 2022 to
2023 mainly due to the decreased sales volume during the period, while the gross profit margin
remained relatively stable during the same period. The sales volume declined from 2022 to
2023 mainly due to the maintenance of our rotary kiln, which caused the decreased production
volume of our precision casting mullite products. Gross profit and gross profit margin from this
segment increased from 2023 to 2024, primarily due to the increased revenue from the sales
of precision casting mullite powder and precision casting mullite sand through our pricing
strategy and marketing efforts, while effectively managing the costs in relation to production.

—16 -



SUMMARY

We effectively reduced the energy costs by increasingly using coal to replace gas for
calcination during the production, which greatly enhanced energy cost efficiency. Gross profit
from precision casting mullite products increased from approximately RMB23.2 million for the
five months ended May 31, 2024 to approximately RMB26.0 million for the five months ended
May 31, 2025, and gross profit margin from this segment increased from 35.1% to 38.2%
during the same period, mainly because we increased the sales of both precision casting mullite
powder and precision casting mullite sand, while effectively controlling the costs in relation to
the production, such as raw material costs and employee costs.

Gross profit and gross profit margin from our sales of refractory mullite products
significantly increased from 2022 to 2023 mainly because we began selling refractory mullite
products in 2022, and the sales volume was relatively small during that year, rendering the
gross profit margin of this segment non-representative. Our production was temporarily
suspended in 2022 for kiln maintenance to enhance the efficiency of refractory mullite
manufacturing through optimizing the kiln temperature. Upon resumption of production, we
produced certain lower-quality products, resulting in a reduced average selling price and lower
margins in 2022. Following the ramp-up in 2023, our refractory mullite production capacity
returned to normal levels. The sales volume of large-size chamotte particles increased in 2023,
leading to the increase in the gross profit margin of refractory mullite products. Our gross
profit margin for large-sized chamotte particles was notably high in 2023, as we were able to
command premium pricing for higher-quality products amid strong demand. Gross profit from
this segment increased from 2023 to 2024, while the gross profit margin decreased during the
same period. Specifically, the gross profit margin of large-sized chamotte particles decreased
from 39.2% in 2023 to 23.4% in 2024, and the gross profit margin of small-sized chamotte
particles decreased from 41.0% to 22.3% over the same period. Such decreases were primarily
attributable to a shift in our sales mix towards certain grades of refractory mullite products that
generally command lower selling prices in response to the growing market demand for
refractory mullite products of certain grades, together with our strategic pricing for certain
refractory mullite products aimed at broadening our market presence in this segment. Gross
profit from our sales of refractory mullite products decreased from approximately RMBS5.5
million for the five months ended May 31, 2024 to approximately RMBS5.2 million for the five
months ended May 31, 2025, and gross profit margin from this segment decreased from 29.6%
to 20.9% during the same period. The decrease in gross profit margin was mainly due to our
increased sales of certain products with lower selling prices, and our strategic price
adjustments in response to the intensified market competition, thereby amplifying our market
presence in the refractory mullite products market.

We began the sales of raw coke and raw powder in 2023, and the gross profit from this
segment increased from 2023 to 2024, while the gross profit margin decreased from 2023 to
2024, primarily because we increased the sales of lower-priced raw coke of different sizes and
grades to meet the growing market demand for such products and launched raw powder that
had lower gross profit margin in 2024. Our gross profit from the sales of raw coke and raw
powder increased from approximately RMB2.1 million for the five months ended May 31, 2024
to approximately RMB5.3 million for the five months ended May 31, 2025, and our gross profit
margin from this segment decreased from 60.0% to 56.6%. The decrease of gross profit margin
was mainly due to the increased sales of certain products with lower average selling prices to
meet certain customers’ demand for such products.
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We began selling ceramic fiber in the second half of 2024, as a part of our strategy to
further diversify our product portfolio and expand into environmental protection market. In
2024, our gross profit from ceramic fiber was approximately RMB1.5 million, and gross profit
margin was 50.8%. For the five months ended May 31, 2025, our gross profit from this segment
was approximately RMBO0.8 million, and gross profit margin was 28.5%. Gross profit margin
of the sales of ceramic fiber decreased, primarily because we commenced sales of such
products only in the second half of 2024. Gross margin was temporarily elevated during the
initial launch of ceramic fiber, resulting in a relatively high gross profit margin in 2024 and as
production scaled through 2025, margins fluctuated and then normalized to a steady-state level.

Summary of Financial Position Data
The following table sets forth summary information from our statements of financial

position as of the dates indicated, which has been extracted from the Accountants’ Report in
Appendix I to this Prospectus.

As of
As of December 31, May 31,
2022 2023 2024 2025
(RMB in thousands)
Total non-current assets. . . . . 412,993 611,110 710,463 693,588
Total current assets . ....... 167,147 127,893 216,252 220,829
Total current liabilities . . ... 189,688 140,214 163,127 132,992
Net Current

(Liabilities)/Assets . ... .. (22,541) (12,321) 53,125 87,837
Total non-current liabilities . . 36,832 191,099 303,296 303,101
Net Assets. . ............. 353,620 407,690 460,292 478,324

Our net current liabilities decreased from RMB22.5 million as of December 31, 2022 to
RMB12.3 million as of December 31, 2023, primarily due to a decrease in trade and other
payables, due to (i) a decrease in payables for purchase of property, plant and equipment and
other intangible assets and a decrease in dividends payables; (ii) an increase in inventories; and
(1i1) an increase in trade and bills receivables, which was attributable to the increased sales
volumes during the same period as well as the changes in credit terms and payment methods
of our customers as certain customers of refractory mullite products and raw coke and raw
powder prefer to settle with bills. We recorded net current assets of RMB53.1 million as of
December 31, 2024 primarily due to (i) an increase in cash and cash equivalents as we obtained
long-term borrowings; (ii) an increase of in trade and bills receivables, which was attributable
to the increase in the sales of our products as well as the changes in credit terms and payment
methods of our customers, as certain customers prefer to settle with bills; (iii) an increase in
debt investments at fair value through other comprehensive income, which was attributable to
the increase in bank accepted bills with high credit rate used by our customers to settle our
receivables, which were not discounted; and (iv) a decrease in interest-bearing bank and other
borrowings due to our repayment of prior interest-bearing bank borrowings. Our net current
assets increased from RMB53.1 million as of December 31, 2024 to RMB&7.8 million as of
May 31, 2025, primarily due to (i) an increase in inventories as we expanded our production
to meet the growing market demand; (ii) an increase in prepayments, other receivables and
other asset; and (iii) a decrease in trade and other payables due to a decrease in payables for
construction equipment and other payables caused by the completion of certain construction
projects for constructing new production line of refractory mullite products. For details on the
movement of our net current liabilities and net current assets, please see “Financial Information
— Working Capital.”
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Our net assets increased from RMB353.6 million as of December 31, 2022 to RMB407.7
million as of December 31, 2023, due to (i) an increase in the profit and total comprehensive
income for the year of RMB43.6 million, (ii) issue of shares of RMB11.0 million, and partially
offset by an increase in share issue expenses of RMBO0.5 million. Our net assets further
increased to RMB460.3 million as of December 31, 2024, and grew to RMB478.3 million as
of May 31, 2025, primarily due to an increase in the net profit during the period.

Summary of Cash Flows Data
The following table sets forth a summary of our statements of cash flows.

Five months ended
Year ended 31 December May 31,

2022 2023 2024 2024 2025

(unaudited)
(RMB in thousands)

Net cash flows

from/(used in)

operating

activities . . . ... .. 45,624 11,971 36,650 (24,641) 27,519
Net cash flows used

in investing

activities . . ... ... (131,313)  (204,956) (69,545) (37,597) (21,762)
Net cash flows

from/(used in)

financing

activities . . . ... .. 121,242 130,463 72,019 49,627 (14,972)
Net

Increase/(Decrease)

in Cash and Cash

Equivalents . . . . . . 35,553 (62,522) 39,124 (12,611) (9,215)

Cash and cash
equivalents at
beginning of

year/period. ... ... 59,378 95,085 32,564 32,564 71,694
Cash and Cash

Equivalents

at End of

Year/Period. . . . .. 95,085 32,564 71,694 19,954 62,478

We recorded net cash inflows from operating activities of approximately RMB45.6
million, RMB12.0 million, RMB36.7 million and RMB27.5 million in 2022, 2023, 2024 and
the five months ended May 31, 2025, respectively. We recorded net cash outflows of RMB24.6
million in the five months ended May 31, 2024, primarily due to (i) a decrease in trade and
other payables of RMB24.2 million as we settled the payment primarily in cash in the first half
of the year; (ii) an increase in inventories of RMB18.2 million, primarily due to the increased
work-in-progress resulting from our production expansion for growing market demand; and
(ii1) an increase in trade and bills receivables and debt investments at fair value through other
comprehensive income of RMB9.7 million, which was attributable to the increase in bank
acceptance bills with high credit rate used by our customers to settle our receivables.
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Summary of Key Financial Ratios

The following table sets forth our certain key financial ratios for the periods and as of the
dates indicated:

Year ended December 31, As of May 31,
2022 2023 2024 2025
Current ratio” . ... ... ... 0.88 0.91 1.33 1.66
Gearing ratio® ... ... ... . 16.2% 37.5% 42.3% 39.6%
Return on total assets® . . . 4.2% 5.9% 5.7% 2.0%
Return on equity™® .. ... .. 6.9% 10.7% 11.4% 3.8%°

Notes:
(1)  Current ratio equals current assets divided by current liabilities as of the same date.

(2)  Gearing ratio equals to net debt divided by total capital plus net debt. The Company includes, within
net debt, interest-bearing bank and other borrowings, financial liabilities included in trade and other
payables, less cash and cash equivalents. Capital represents equity attributable to owners of the parent.

(3)  Return on total assets equals to profits for the year/period divided by total assets as of the end of the
year/period and multiplied by 100%.

(4)  Return on equity equals to profits for the year/period divided by total equity as of the end of the
year/period and multiplied by 100%.

(5)  Such ratios for the five months ended May 31, 2025 are not meaningful as such ratios do not reflect a
full year of operations.

FUTURE PLANS AND USE OF PROCEEDS

We estimate that the entire net proceeds of the Global Offering will be approximately
HK$124.3 million (after deduction of underwriting fees and commissions and other estimated
expenses payable by us in connection with the Global Offering), assuming that the
Over-allotment Option is not exercised and based on the Offer Price of HK$7.3 per Offer
Share. If the Over-allotment Option is exercised in full, we estimate that the additional net
proceeds that we receive from the offering of these additional Shares will be approximately
HK$25.7 million, after deducting the relevant expenses and Offer Price of HK$7.3 per Offer
Share. We plan to allocate the net proceeds from the Global Offering in the following manner:

(i) approximately 70.8%, or HK$88.0 million will be used for the deep processing
project of mullite-based aluminosilicate materials;

(ii) approximately 20.6%, or HK$25.6 million will be used for the establishment of new
aluminosilicate material engineering and technology research center;

(iii) approximately 0.6%, or HK$0.8 million will be used to repay the aggregate principal
amounts and interests accrued on several of our bank loans; and

(iv) approximately 8.0%, or HK$9.9 million will be allocated for working capital and
general corporate purposes.
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RISK FACTORS

Our operations involve certain risks, some of which are beyond our control. A detailed
discussion of all the risk factors involved are set forth in the section headed “Risk Factors” in
this prospectus and you are advised to read the whole section carefully and evaluate the
specific risks set forth therein before you decide to invest in the Offer Shares. We believe a few
of the more significant risks relating to our business are as follows:

. The mining industry inherently has a high level of risks, and we may experience
accidents or disruptions in our mining and manufacturing process, which could
damage our reputation, subject us to liability claims and result in substantial costs.

. We face industry competition, and failure to compete effectively with our
competitors may adversely affect our business, financial condition and results of
operations.

. Our operations are currently concentrated on one kaolin mine and we are exposed
to uncertainties in relation to such mine.

. Our Mineral Resources and Ore Reserves estimates are based on a number of
assumptions, which, if changed, may require us to lower our estimates.

. We may not be able to meet our estimated kaolin production volume.

. Our existing mining operations have a finite life and eventual closure of our
operations will entail costs and risks regarding ongoing monitoring, rehabilitation
and compliance with environmental standards.

. We may fail to obtain, maintain or renew the government permits, licenses and
approvals required for our mining activities.

. We are subject to risks relating to product concentration as we derived the majority
of our revenue from the sales of precision casting mullite products and refractory
mullite products.

. Changes in the market price of precision casting mullite products, refractory mullite
products and other related products will affect our business, financial condition and
results of operations.

. Our success depends on the quality and characteristics of our products. If we fail to
achieve or maintain broad market acceptance for our products, our business,
financial condition and results of operations could be materially and adversely
affected.

THE IMPACT OF COVID-19

In 2020, the outbreak of the COVID-19 led to an international public health crisis and,
our business operations were briefly impacted by the outbreak in early 2020. However, we
resumed normal business operations after the initial disruptions in early 2020. During the
COVID-19 pandemic, we relied on a stable and diversified customer base across various
regions of China to ensure a continuous inflow of orders. We maintained cooperative
relationships with multiple transportation companies to guarantee the timely delivery of goods.
Additionally, we implemented strict internal epidemic prevention and control measures to
ensure the smooth operation of our production processes. Our flexible sales strategies helped
sustain stable sales growth, while strengthened cost control measures improved cost efficiency.
These measures effectively responded to external challenges and ensured the stable growth of
production and sales, without causing any material adverse impact on our business operation
or financial performance during the Track Record Period.
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OUR CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, Huaibei Mining Group, directly and indirectly through
its wholly-owned subsidiary Wanhuai Investment, is entitled to control the exercise of 60.13%
of the voting rights of our Company. Huaibei Mining Group was held as to 62.96% by Anhui
SASAC and 37.04% by Anhui Energy Group, which is wholly owned by Anhui SASAC.
Immediately following the completion of the Global Offering (assuming the Over-allotment
Option is not exercised), Huaibei Mining Group, directly and indirectly through its wholly-
owned subsidiary Wanhuai Investment, will be entitled to control the exercise of approximately
45.09% of the voting rights of the Company. As such, each of Huaibei Mining Group, Wanhuai
Investment and Anhui Energy Group constitutes a Controlling Shareholder of our Company.

In addition, as of the Latest Practicable Date, Huaibei Jiaotou is entitled to control the
exercise of 39.87% of the voting rights of our Company. Huaibei Jiaotou is wholly owned by
Huaibei Jiantou Holding. Immediately following the completion of the Global Offering
(assuming the Over-allotment Option is not exercised), Huaibei Jiaotou will be entitled to
control the exercise of approximately 29.91% of the voting rights of the Company.
Considering, among others, (i) the historical voting patterns of Huaibei Mining Group and
Huaibei Jiaotou with respect to major issues of the Company have been consistent, and (ii)
Huaibei Mining Group is controlled by Anhui SASAC and Huaibei Jiaotou is controlled by
Huaibei SASAC, which is under the supervision of Anhui SASAC, it is not anticipated that any
major disagreement will arise between Huaibei Mining Group and Huaibei Jiaotou in terms of
major issues to be considered at the general meetings of the Company after the Listing. As
such, each of Huaibei Jiaotou and Huaibei Jiantou Holding constitutes a Controlling
Shareholder of our Company. See “Relationship with our Controlling Shareholders” for further
details.

APPLICATION FOR LISTING ON THE HONG KONG STOCK EXCHANGE

We have applied to the Stock Exchange for the granting of the listing of, and permission
to deal in our H Shares to be issued pursuant to the Global Offering on the basis that we satisfy
the profit test under Rule 8.05(1) of the Listing Rules.

DIVIDENDS

We declared the dividends of approximately RMBS55.3 million for the year ended
December 31, 2022, and we did not declare any other dividend during the Track Record Period.
All the dividends declared in 2022 were paid in August 2023. Any declaration and payment,
as well as the amount of dividends, will be subject to our Articles of Association and the
relevant PRC laws. We currently do not have any formal dividend policy with fixed dividend
pay-out ratio. No dividend shall be declared or payable except out of our profits and reserves
lawfully available for distribution. According to relevant PRC laws, any future net profit that
we make will have to be first applied to make up for our historically accumulated losses, after
which we will be obliged to allocate 10% of our net profit to our statutory common reserve
fund until such fund has reached more than 50% of our registered capital. We will, therefore,
only be able to declare dividends after: (i) all our historically accumulated losses have been
made up for; and (ii) we have allocated sufficient net profit to our statutory common reserve
fund as described above.
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OFFERING STATISTICS'Y

Based on the Offer Price
of HK$7.3 per share

Market capitalization of H Shares® .. ... .................. HK$177.4 million
Market capitalization of Domestic Shares®. ... ... ......... .. HK$532.1 million
Market capitalization of total Shares® . ... ... .. ......... .. HK$709.5 million
Unaudited proforma adjusted net tangible assets attributable to

equity shareholders of the Company per Share® . ........ .. HKS$5.27
Notes:

(1)  All statistics in the table are based on the assumption that (i) the Over-allotment Option is not exercised; and
(i) 97,194,316 Shares (including 24,300,000 H Shares and 72,894,316 Domestic Shares) expected to be in
issue upon completion of the Global Offering.

2) The calculation of market capitalization is based on 97,194,316 Shares (including 24,300,000 H Shares and
72,894,316 Domestics Shares) expected to be in issue immediately upon completion of the Global Offering.

(3)  The unaudited pro forma statement of adjusted net tangible assets attributable to owners of the parent per Share
is calculated based on 97,194,316 Shares (including 24,300,000 H Shares to be issued under the Global
Offering and 72,894,316 Domestic Shares) were in issue, being the number of Shares expected to be in issue
following the completion of the Global Offering and does not take into account of any Shares which may be
issued upon the exercise of the Over-allotment Option.

LISTING EXPENSES

Listing expenses represent professional fees, underwriting commissions and other fees
incurred in connection with the Global Offering. We estimate that our listing expenses will be
approximately RMB48.4 million (based on the Offer Price of HK$7.3 per Offer Share and
assuming no exercise of the Over-allotment Option), representing 29.9% of the gross proceeds
(based on the Offer Price of HK$7.3 per Offer Share and assuming that the Over-allotment
Option is not exercised) of the Global Offering. During the Track Record Period, we incurred
listing expenses of RMB23.6 million, of which RMBO0.5 million was charged to the statements
of profit or loss and other comprehensive income as administrative expenses and RMB23.1
million have been deducted from equity. We expect to incur listing expenses of approximately
RMB?24.8 million, of which approximately RMB1.1 million is expected to be recognized in the
statements of profit or loss as administrative expenses and approximately RMB23.7 million is
expected to be recognized as a deduction in equity directly upon the Listing.

Our Directors do not expect such expenses to materially impact our results of operations
in 2024. By nature, our listing expenses are composed of (i) underwriting commission of
approximately RMBS5.5 million, and (ii) non-underwriting related expenses of approximately
RMB42.9 million, which consist of fees and expenses of legal advisors and Reporting
Accountant of approximately RMB30.3 million and other fees and expenses of approximately
RMB12.6 million.

LEGAL PROCEEDINGS AND COMPLIANCE MATTERS

We may from time to time become a party to various litigation, arbitration or
administrative proceedings arising in the ordinary course of our business. During the Track
Record Period and up to the Latest Practicable Date, as advised by our PRC Legal Advisor,
there were no litigation, arbitration or administrative proceedings pending or threatened
against us or any of our Directors which could have a material and adverse effect on our
business, financial condition or results of operations.
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SUMMARY

During the Track Record Period and up to the Latest Practicable Date, as advised by our
PRC Legal Advisor, we had not been and were not involved in any material incidents of
non-compliance. 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.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

We believe that integrating ESG principles into our operations and business decisions is
of strategic importance to us, and that good ESG practices are critical to our long-term
sustainable growth and to responding to the expectations of our stakeholders. In terms of
environmental responsibility, we strictly comply with applicable environmental laws and
regulations, and we promote energy conservation and emission reduction while ensuring the
compliant discharge of pollutants through regular monitoring and management. Meanwhile, we
attach importance to labor rights, occupational health and safety, and supply chain
responsibility, and we have established sound systems and monitoring measures to safeguard
the interests of employees and business partners. Furthermore, we have adopted stringent
internal compliance policies that define the organizational structure and operational
mechanisms for compliance management, together with anti-corruption and anti-bribery
procedures, so as to ensure the effective operation of internal controls. See “Business —
Environmental, Social and Governance.”

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE
Regulatory Developments

On November 8, 2024, the Mineral Resources Law of the People’s Republic of China
(Draft Revision) (the “New Mineral Resources Law”) was deliberated and adopted, which
came into force on July 1, 2025. The New Mineral Resources Law is enacted for the purposes
of promoting rational development and utilization of mineral resources, strengthening
protection of mineral resources and ecological environment, protecting the ownership rights of
the state over mineral resources and the legitimate rights and interests of mineral rights
holders, promoting high-quality development of the mining industry and ensuring national
mineral security. The New Mineral Resources Law mandates that upon establishing a mining
right, registration must be filed with the relevant department, which then issues a mining right
certificate if conditions are met. Article 33 requires mining right owners to prepare and submit
an exploration and mining plan for approval and obtain necessary permits before commencing
operations. The law distinguishes between the mining right certificate being a property right
and exploration/mining licences being administrative licenses. It introduces separate
registration for mining rights and exploration/mining permissions. For details, see “Regulatory
Overview — Laws and Regulations Relating to Mineral Resources.” According to Article 3(3)
of the Notice on the Implementation of the New Mineral Resources Law issued by the Ministry
of Natural Resources of China in December 2024, mining licenses that have been issued prior
to the implementation of the New Mineral Resources Law continue to be valid during the
validity period and the replacement with the mining right certificate shall not be mandatory.
Our PRC Legal Advisors are of the view that after the New Mineral Resources Law comes into
force, our mining license, which remains valid until November 20, 2039, will continue to be
valid within its current validity period and we do not need to apply for a mining right certificate
before the expiry of our mining license, and the implementation of the New Mineral Resources
Law will not adversely affect our operation and financial performance. As advised by our PRC
Legal Advisors, the Huaibei Municipal Bureau of Natural Resources and Planning, which
issued the mining license to us in November 2021 and approved the renewal in March 2024,
is the competent authority to issue the mining right certificate to us under the New Mineral
Resources Law.
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SUMMARY

No Material Adverse Change

Our Directors have confirmed that up to the date of this Prospectus there has been no
material adverse change in our financial or trading position or prospects since May 31, 2025,
being the end date of the periods reported in Appendix I to this Prospectus, and there is no
event since May 31, 2025 that would materially affect the information as set out in the
Accountants’ Report in Appendix I to this Prospectus.

Unaudited Financial Information for the Six Months Ended June 30, 2025

We are a company listed on the NEEQ and we have published our semi-annual report on
August 27, 2025, containing our unaudited financial statements as of and for the six months
ended June 30, 2025 prepared under PRC GAAP. As a result, we have included our unaudited
interim condensed financial statements in Appendix IA to this document. Our unaudited interim
condensed financial statements have been prepared in accordance with the applicable
International Accounting Standard issued by the International Accounting Standard Board and
reviewed by our Reporting Accountants in accordance with Hong Kong Standard on Review
Engagements 2410. See “Appendix IA — Unaudited Interim Condensed Financial
Information.”

Our revenue increased from RMB111.7 million for the six months ended June 30, 2024
to RMB128.5 million for the six months ended June 30, 2025, primarily attributable to our
continued sales growth and launch of ceramic fibers, which brought additional revenue stream.
Our cost of sales increased from RMB71.1 million for the six months ended June 30, 2024 to
RMBS82.7 million for the six months ended June 30, 2025, which was in line with our business
growth. As a result of the foregoing, our gross profit increased from RMB40.6 million to
RMB45.8 million during the same period.

We recorded net cash inflows from operating activities of RMB39.7 million, primarily
due to a decrease in trade and bills receivables and debt investments at fair value through other
comprehensive income of RMBS.5 million and an increase in depreciation of items of property,
plant and equipment of RMB22.9 million, partially offset by an increase in inventories of
RMB21.0 million and decrease in trade and other payables of RMB6.1 million.
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DEFINITIONS

In this prospectus, unless the context otherwise requires, the following terms and
expressions have the meanings set forth below.

“Accountants’ Report”

“affiliate”

“AFRC”

“Anhui Energy Group”

“Articles” or “Articles of
Association”

“Audit and Risk Committee”

“Board” or “Board of Directors”

“Board Committee(s)”

“Business day” or “business day”

“Capital Market
Intermediary(ies)” or “CMI(s)”

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

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

the Accounting and Financial Reporting Council of Hong
Kong

Anhui Energy (Group) Company Limited (Z#(#& REi4E
B ABLAF), a limited liability company established
under the laws of the PRC on April 9, 1990 and a
shareholder of Huaibei Mining Group, one of our
Controlling Shareholders

the articles of association of our Company, which was
passed by our Shareholders at the Shareholders’ meeting
on October 14, 2024, and shall become effective on the
Listing Date, as amended, supplemented, or otherwise
modified from time to time, a summary of which is set
out in Appendix V to this prospectus

the audit and risk committee of the Board of our company
the board of Directors of our Company

the board committees of our Company, namely the Audit
and Risk Committee, the Remuneration and Appraisal
Committee, the Nomination Committee and the Strategy
and Investment Committee

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

the capital market intermediaries as named in the section

headed “Directors, Supervisors and Parties Involved in
the Global Offering” in this prospectus
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DEFINITIONS

“CCASS”

“China” or “the PRC”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

99 <

“Company,” “our Company,” “the

ELINT3

Company,” “we,” or “us,”

“Competent Person” or
“Independent Technical
Consultant”

“connected person(s)”

“connected transaction(s)”

“Controlling Shareholder(s)”

“core connected person(s)”

the Central Clearing and Settlement System established
and operated by HKSCC

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

Region, Special

Administrative Region and Taiwan Region

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

the (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong

Companies

Kong), as amended, supplemented or otherwise modified
from time to time

Anhui Jinyan Kaolin New Materials Co., Ltd. (Z#& %
=48 TR A BB A BR 2 FD), a limited liability company
established under the laws of the PRC on October 25,
2012 and converted into a joint stock limited company on
June 17, 2022

SRK Consulting (Hong Kong) Limited, an Independent
Third Party

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

has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, refers to Huaibei
Mining Group, Wanhuai Investment, Anhui Energy
Group, Huaibei Jiantou Holding and Huaibei Jiaotou
details of which are set out in the section headed
“Relationship with our Controlling Shareholders” in this
prospectus

has the meaning ascribed to it under the Listing Rules
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DEFINITIONS

“Corporate Governance Code”

“CSRC”

“Designated Bank”

“Directors”

“Domestic Share(s)”

“EIA”

“EIT Law”

“ES G”

“Extreme Conditions”

“FINI” or “Fast Interface for
New Issuance”

“Frost & Sullivan”

“Frost & Sullivan Report”

the Corporate Governance Code in Appendix C1 to the
Listing Rules

China Securities Regulatory Commission (H Bl 75 75 B &
EEZE R

HKSCC Participant’s EIPO Designated Bank
the directors of our Company

ordinary shares in the share capital of our Company, with
a nominal value of RMB1.00 each, which are subscribed
for and paid up in Renminbi and listed on NEEQ

Environmental Impact Assessment

Enterprise Income Tax Law of the People’s Republic of
China (HF#EANRILHIEI £ 15 Fi7%), as amended,

supplemented or otherwise modified from time to time
environmental, social and governance

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

an online platform operated by HKSCC that is mandatory
for admission to trading and, where applicable, the
collection and processing of specified information on
subscription in and settlement for all new listings

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., our
industry consultant

the report commissioned by our Company and
independently prepared by Frost & Sullivan, a summary
of which is set out in the section headed “Industry
Overview” in this prospectus
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DEFINITIONS

“General Rules of HKSCC”

“Global Offering”

“Guide” or “Guide for New

Listing Applicants”

“H Share(s)”

“H Share Registrar”

“HK$” or “Hong Kong dollars”
or “HK dollars”

“HKSCC”

“HKSCC EIPO”

“HKSCC Nominees”

“HKSCC Participant”

the General Rules of HKSCC as may be amended or
modified from time to time and where the context so
permits, shall include the HKSCC Operational
Procedures

the Hong Kong Public Offering and the International
Offering

the Guide for New Listing Applicants issued by the Stock
Exchange, as amended, supplemented or otherwise
modified from time to time

ordinary shares in the share capital of our Company with
a nominal value of RMB1.00 each, which is/are to be
subscribed for and traded in HK dollars and to be listed
on the Stock Exchange

Computershare Hong Kong Investor Services Limited

Hong Kong dollars and cents, respectively, the lawful

currency of Hong Kong

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

the application for the Hong Kong Offer Shares to be
issued in the name of HKSCC Nominees and deposited
directly into CCASS to be credited to your designated
HKSCC Participant’s stock account through causing
HKSCC Nominees to apply on your behalf, including by
instructing your broker or custodian who is a HKSCC
Participant to give electronic application instructions
via HKSCC’s FINI system to apply for the Hong Kong
Offer Shares on your behalf

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

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

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Stock Exchange”
or “Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Huaibei Jiantou Holding”

“Huaibei Jiaotou”

“Huaibei Mining Group”

“IASB”

the Hong Kong Special Administrative Region of the
People’s Republic of China

the 2,430,000 H Shares being initially offered by us for
subscription pursuant to the Hong Kong Public Offering
(subject to reallocation as described in the section headed
“Structure of the Global Offering”) in this prospectus

the offer of the Hong Kong Offer Shares to the public in
Hong Kong for subscription at the Offer Price, on and
subject to the terms and conditions set out in this
prospectus, as described in the section headed “Structure
of the Global Offering” in this prospectus

The Stock Exchange of Hong Kong Limited

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

the underwriting agreement dated 24 November 2025
relating to the Hong Kong Public Offering entered into
by, among others, the Company and the Hong Kong
Underwriters

Huaibei Jiantou Holding Group Co., Ltd. (b @445
& 4E B A BR/A 7)), a limited liability company established
under the laws of the PRC on April 24, 2008, and a
shareholder of Huaibei Jiaotou, and one of our
Controlling Shareholders

Huaibei Jiantou Transportation Investment Co., Ltd. (¥
T ARG AR F]), a limited liability company
established under the laws of the PRC on July 19, 2013,
and one of our Controlling Shareholders

Huaibei Mining (Group) Co., Ltd (JEJLIEZEEE) AR E
fE/A 7)), a limited liability company established under
the laws of the PRC on March 15, 1993, and one of our
Controlling Shareholders

International Accounting Standards Board
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DEFINITIONS

“IFRS”

“Independent Technical Report”

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting

Agreement”

“Joint Bookrunners”

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

the independent technical report prepared by the
Competent Person as set out in Appendix VI to this

prospectus

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

the 21,870,000 H Shares being initially offered by us for
subscription pursuant to the International Offering
(subject to reallocation as described in the section headed
“Structure of the Global Offering”) in this prospectus
together with any additional H Shares that may be
allotted and issued pursuant to the exercise of the
Over-allotment Option

the conditional placing of the International Offer Shares
at the Offer Price outside the United States in offshore
transactions in reliance on Regulation S, on and subject
to the terms and conditions described in the section
headed “Structure of the Global Offering” in this
prospectus

the underwriters of the International Offering listed in the

International Underwriting Agreement

the underwriting agreement relating to the International
Offering which is expected to be entered into on or
around Monday, December 1, 2025 by, among us, the
Company, the Overall Coordinators, the Joint Global
Coordinators and the International Underwriters

the joint bookrunners as named in the section headed

“Directors and Parties Involved in the Global Offering”
in this prospectus
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DEFINITIONS

s

“Joint Global Coordinators’

“Joint Lead Managers”

“Joint Sponsors”

“Latest Practicable Date”

“Listing”

“Listing Date”

“Listing Rules”

“Main Board”

“MIIT”

“MOF”

“NEEQ”

“Nomination Committee”

the joint global coordinators as named in the section
headed “Directors and Parties Involved in the Global

Offering” in this prospectus

the joint lead managers as named in the section headed
“Directors and Parties Involved in the Global Offering”
in this prospectus

Guoyuan Capital (Hong Kong) Limited and CMBC

International Capital Limited

November 18, 2025, being the latest practicable date
prior to the date of this prospectus for the purpose of
ascertaining certain information contained in this

prospectus

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

the date, expected to be on or about Wednesday,
December 3, 2025, on which the H Shares are to be listed
on the Main Board of the Hong Kong Stock Exchange
and from which dealings in the H Shares are permitted to
commence on the Main Board of the Hong Kong Stock

Exchange

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

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

Market of the Stock Exchange

Ministry of Industry and Information Technology of the
PRC (3 A LA B T 3015 S AL )

Ministry of Finance of the PRC (H#fe A [R5 J EER)
National Equities Exchange and Quotations

the nomination committee of the Board of our company
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DEFINITIONS

“Offer Price”

“Offer Share(s)”

“Overall Coordinators”

“Over-allotment Option”

“Overseas Listing Trial
Measures”

“PBOC”

“PRC Company Law”

the offer price per Offer Share (exclusive of the
brokerage fee of 1.0%, the SFC transaction levy of
0.0027%, the AFRC transaction levy of 0.00015% and
the Hong Kong Stock Exchange trading fee of 0.00565%)
at which the Offer Shares are to be subscribed for and
issued pursuant to the Global Offering as described in the
section headed “Structure of the Global Offering” in this
prospectus

the Hong Kong Offer Shares and the International Offer
Shares, collectively, and where relevant, together with
any additional H Shares which may be issued pursuant to

the exercise of the Over-allotment Option

the overall coordinators as named in “Directors and
Parties involved in the Global Offering” in this
prospectus

the option to be granted by our Company to the
International Underwriters, exercisable by the Overall
Coordinators (on  behalf of the International
Underwriters) under the International Underwriting
Agreement, to require our Company to allot and issue up
to an aggregate of 3,645,000 additional H Shares at the
Offer Price, representing approximately 15% of the
number of Offer Shares initially available under the
Global Offering to, among others, cover over-allocations
in the International Offering, if any, further details of
which are described in the section headed “Structure of
the Global Offering” in this prospectus

the Trial Administrative Measures of the Overseas

Securities Offering and Listing by Domestic Companies

(ARSI NEATRE SR AN _E T BT

the People’s Bank of China ("'E AR#1T), the central
bank of the PRC

the Company Law of the PRC ( {3 A RILFNE 2 A

%) ), as amended, supplemented or otherwise modified
from time to time
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DEFINITIONS

“PRC GAAP”

“PRC Legal Advisors”

“prospectus”

“Province”

“Receiving Bank”

“Regulation S”

“Remuneration and Appraisal
Committee”

“Renminbi” or “RMB”

“SAFE”

“SAMR”

“SASAC”

“Securities Law” or
“PRC Securities Law”

“SFC”

the PRC Accounting Standards and Accounting
Regulations for Business Enterprises ({36 FIHEHN)
promulgated by the MOF on February 15, 2006 and its
supplementary regulations, as amended, supplemented or
otherwise modified from time to time

Anhui Tianhe Law Firm, our legal advisors as to the laws
of the PRC

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

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

Industrial and Commercial Bank of China (Asia) Limited
Regulation S under the U.S. Securities Act

the remuneration and appraisal committee of the Board of

our Company
Renminbi, the lawful currency of the PRC

State Administration of Foreign Exchange of China (H' %
N BSEFNE B R S B R)), the PRC governmental
agency responsible for matters relating to foreign
exchange administration, including local branches, when
applicable

the State Administration for Market Regulation of the
PRC (3 A R LA 8 [0 % i 353 B A PR =)

The State-owned Assets Supervision and Administration
Commission (A7 & & EEEHZE B )

the Securities Law of the PRC (13 A R ILAI B #5752 15),
as amended, supplemented or otherwise modified from

time to time

the Securities and Futures Commission of Hong Kong
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DEFINITIONS

“SFO”

“Shandong Yonganda”

“Share(s)”

“Shareholder(s)”

“Shuoli Mining”

“STA”

“Stabilizing Manager”

“State Council”

“subsidiary(ies)”

“substantial shareholder(s)”

“Supervisor(s)”

“Supervisory Committee”

“Takeovers Code”

“Track Record Period”

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

Shandong Yonganda Refractory Technology Co., Ltd. (11l
FOKZET MR AR A BRAA]), a  limited liability
company incorporated in China in 2003, a external
supplier of processing service of our Company

ordinary share(s) with nominal value RMB1.00 each in
the share capital of our Company, including both
Domestic Shares and H Shares

holder(s) of our Share(s)

Huaibei Shuoli Mining Company Limited (¥t 3 B %2
HIREAL/AF]), a limited liability company established
under the laws of the PRC on December 30, 2010, a
previous Shareholder of our Company, and was

deregistered on January 26, 2024

State Taxation Administration of the PRC (FF#E A\ R ILAN
12 2 ol 55 4R )

Guoyuan Securities Brokerage (Hong Kong) Limited
the State Council of the PRC (2 A & L1 B B 75 e )

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

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

the supervisory committee of our Company

the Codes on Takeovers and Mergers and Share Buybacks
issued by the SFC, as amended, supplemented or

otherwise modified from time to time

the years ended December 31, 2022, 2023 and 2024 and
the five months ended May 31, 2025
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DEFINITIONS

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”
Or “US”

“U.S. dollars” or “USD”
or “US$”

“U.S. Person”

“U.S. Securities Act”

“VAT”

“Wanhuai Investment”

“White Form eIPO”

“White Form eIPO Service
Provider”

44%”

In this prospectus, the terms “associate,

o«

connected person,

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

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

United States dollars, the lawful currency of the United
States

has the meaning given to it in Regulation S

the United States Securities Act of 1933, as amended,
supplemented or otherwise modified from time to time,
and the rules and regulations promulgated thereunder

value-added tax

Huaibei Wanhuai Investment Co., Ltd. (EJLBEEREH
FREAL/2F]), a limited liability company established
under the laws of the PRC on March 30, 2017 and wholly
owned by Huaibei Mining Group, and one of our
Controlling Shareholders

the application for the Hong Kong Offer Shares to be
issued in the applicant’s own name by making
applications online through the designated website of
the White Form eIPO Service Provider at
www.eipo.com.hk

connected transaction,’

Computershare Hong Kong Investor Services Limited

per cent

» o« » o« o«

close associate, connected person, core

>

and “substantial shareholder” shall have the

meanings given to such terms in the Listing Rules, unless the context otherwise requires.
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DEFINITIONS

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

total shown and the sum of the amounts listed are due to rounding.
For ease of reference, the names of the PRC established companies or entities, laws or

regulations have been included in this prospectus in both the Chinese and English languages

and in the event of any inconsistency, the Chinese versions shall prevail.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain terms used in this
document in connection with our Company and our business. The meaning of these terms

may not necessarily correspond to standard industry meaning or the usage of these terms.

“alumina ceramic balls”

>

“associated coal-series kaolin’

“ball mill”

“beneficiation”

“bulk density”

“CAGR”

“ceramic fiber”

“chamotte”

“coal-series kaolin”

high-density, high-hardness ceramic balls made from
aluminium oxide, widely used in industrial applications
such as grinding, milling, and as catalyst supports due to
their excellent wear resistance, thermal stability, and
chemical inertness

coal-series kaolin with separate occurrence in the same
deposit from coal, therefore has stable chemical
composition with minimal variation in other mineral

components

a type of grinder used to grind or blend materials for use
in mineral dressing processes, paints and ceramics

a process to upgrade the content of an ore or ore
concentrates typically through flotation, gravity or
magnetic separation

a physical property of mineral components, defined by
the weight of an object or material divided by its volume,

including the volume of its pore spaces

compound annual growth rate

a fibrous lightweight refractory material known for its
light weight, high-temperature resistance, thermal
stability, low thermal conductivity, low specific heat, and
resistance to mechanical vibration, widely used in
industries such as machinery, metallurgy, chemical
engineering, petroleum, ceramics, glass, and electronics

a type of calcined kaolin used primarily in the production
of refractory materials and ceramics. It is characterized
by its high thermal stability, low porosity, and high
mechanical strength

kaolin that occurs in coal seams in the form of

interlayers, roof and floor strata, or independent mineral

layers
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GLOSSARY OF TECHNICAL TERMS

“crystal phase transformation”

“deposit”

“drilling”

“East China”

“EPC”

“ERP” or “ERP system”

“exploration”

“Huaibei coal field”

“Indicated Mineral Resource”

the process where the crystal structure of a material
changes under different temperature and pressure
conditions, affecting its physical and chemical properties

a natural occurrence of a useful mineral or an ore that is
sufficient in extent and degree of concentration to invite
exploitation

the use of a machine to create holes for exploration

the region in the east and related coastal areas of China,
and includes Shandong, Jiangsu, Zhejiang, Anhui, Fujian,
Jiangxi and Guangdong provinces, and Shanghai
municipality

engineering, procurement and construction

Enterprise Resource Planning system, an operation model
for modern enterprise management. An integrated system
applied across, corporations usually covering customer
relationship, project management, inventory and
procurement, supply, production and other management
tasks, with a view to maximise resource efficiency and

optimise enterprise resources

activities undertaken to prove the location, volume and
quality of a deposit

a coal field, located in the northwest of Anhui Province,
spanning the cities of Huaibei, Suzhou and Bozhou, with
an area of approximately 12,350 square kilometers

The part of a Mineral Resource for which quantity, grade
(or quality), densities, shape and physical characteristics
are estimated with sufficient confidence to allow the
application of Modifying Factors in sufficient detail to
support mine planning and evaluation of the economic

viability of the deposit
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GLOSSARY OF TECHNICAL TERMS

“Inferred Mineral Resource”

“JORC Code”

“kaolin”

s

“kaolin fine powder’

“kg”

Aéktn

“KV”

“LOMN

“Measured Mineral Resource”

“meshn

the part of a Mineral Resource for which quantity and
grade (or quality) are estimated on the basis of limited
geological evidence and sampling. Geological evidence
is sufficient to imply but not verify geological and grade
(or quality) continuity. It is based on exploration,
sampling and testing information gathered through
appropriate techniques from locations such as outcrops,
trenches, pits, workings and drill holes

Australasian Code for Reporting of Exploration Results,
Mineral Resources and Ore Reserves prepared by the
Joint Ore Reserves Committee of the Australasian
Institute of Mining and Metallurgy, Australian Institute of
Geoscientists and Minerals Council of Australia (JORC),
December 2012

a non-metallic mineral, a type of clay and clay rock
mainly composed of clay minerals of the kaolinite group

the raw powder of kaolin ore, which is processed by
crushing (grinding), grading, iron removal and other
processes

kilograms

thousand tonnes

kilovolts

life of mine

the part of a Mineral Resource for which quantity, grade
(or quality), densities, shape, and physical characteristics
are estimated with confidence sufficient to allow the
application of Modifying Factors to support detailed
mine planning and final evaluation of the economic

viability of the deposit

a unit of measure for particle and powder size, indicating
the number of openings per inch in a screening sieve
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“Mineral Resource(s)”

“mining rights”

“Modifying Factors”

“Mohs hardness”

“mullite”

“mullite-based aluminosilicate
material”

“mullite crystal phase”

“mullite phase”

“new aluminosilicate material”
(13 2"

ore

“Ore Reserve(s)”

concentration or occurrence of material of intrinsic
economic interest on or inside the Earth’s crust in such
form, quality and quantity that there are reasonable
prospects for eventual economic extraction. The location,
quantity, grade, geological characteristics and continuity
of a mineral resource are known, estimated or interpreted
from specific geological evidence and knowledge

the rights to mine mineral resources and obtain mineral

products in areas where mining activities are licenced

millimetres

considerations used to convert Resources to Reserves,
including but not limited to, mining, processing,
economic, legal, environmental, social and governmental
factors, in accordance with the JORC code

a scale used to measure the hardness of minerals, ranging
from 1 (talc) to 10 (diamond), introduced by German
mineralogist Friedrich Mohs in 1812

with the chemical formula of 3Al,05°2Si0,, it is a
high-quality refractory for its excellent thermal shock
stability, high load softening point, and high resistance to
chemical corrosion

a non-metallic material with aluminium oxide and silicon
oxide dominated by mullite phase as its basic chemical
composition

the specific arrangement and structure of mullite crystals

a mineral structure containing mullite and consisting
primarily of aluminosilicate, with the chemical formula
of 3A1,05°2510, or 2A1,05°Si0,

a non-metallic material with aluminium oxide and silicon
oxide as its basic chemical composition

a naturally occurring solid material from which a metal or
valuable mineral can be extracted economically

the economically mineable part of a measured and/or
indicated mineral resource
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“precision casting mullite

products”

“precision casting sand and
powder”

“Probable Ore Reserve(s)”

“Proved Ore Reserve(s)”

“raw coke”

“raw powder”

“refractory mullite products”

“ROMH

“rotary kiln”

“shaft kiln”

“shell mold”

a high-performance material used in precision casting
processes, known for its excellent thermal stability, low
thermal expansion, and high resistance to thermal shock
and chemical corrosion

shell materials used in precision casting

the economically mineable part of an Indicated, and in
some circumstances, a Measured Mineral Resource. The
confidence in the Modifying Factors applying to a
Probable Ore Reserve is lower than that applying to a
Proved Ore Reserve

the economically mineable part of a Measured Mineral
Resource. A Proved Ore Reserve implies a high degree of
confidence in the Modifying Factors

kaolin ore

kaolin ore powder obtained after crushing and grading

high-performance  refractory  materials  primarily
composed of mullite, widely used in high-temperature
industries due to their excellent thermal stability, low
thermal expansion, and high resistance to thermal shock

run-of-mine

a thermal processing equipment used to heat materials to
high temperatures in a continuous process, consisting of
a slightly inclined rotating large cylinder where materials
move from the upper end to the lower end, undergoing
heating and calcining

a calcining equipment used for production, operating by
feeding raw materials from the top, with fuel burning in
the middle section, allowing for gradual preheating,
calcining and cooling

the mold shell processed for pouring high-precision
precision castings, which is mainly made of precision
casting sand and powder and silica sol. It is a one-time
casting mold shell
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“Shuoli Kaolin Mine”

“symbiotic coal series kaolin”

“tailings”

“tonne” or “t”

’

“tpa

“underground mining”

“vibrating screen”

“waste”

“water absorption”

a mine 100% owned and operated by our company, is
located in Shuoli Town, Duji District, Huaibei City,
Anhui Province, covering an area of 17.9955 square
kilometers, and began production in 2021 after obtaining
mining rights

a mineral resource that coexists with coal seams and
other minerals, requiring complex separation and
purification processes due to significant variations in its

mineral composition before processing

materials that are produced after the process of extracting

target minerals from ore

metric ton, a metric unit of weight, being 1,000 kg

tonnes per annum

mining of a deposit through underground passageways
made in the rock

a device made with a screening surface vibrated
mechanically with an elliptical vibration track at high
speeds that is typically used for screening ore, coal or
other fine dry materials

the part of an ore deposit that is too low in grade to be of
economic value at the time of mining, but which may be

stored separately for possible treatment later

the amount of water that a material can absorb under
controlled conditions
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FORWARD-LOOKING STATEMENTS

This Prospectus includes forward-looking statements. All statements other than
statements of historical facts contained in this Prospectus, including, without limitation, those
regarding our future financial position, our strategy, plans, objectives, goals, targets and future
developments in the markets where we participate or are seeking to participate, and any

ERINT3 ERINT3

statements preceded by, followed by or that include the words “believe,” “expect,” “estimate,”

ER TS

“predict,” “aim,” “intend,” “will,” “may,

ER RT3 ER RT3 9

plan,” “consider,” “anticipate,” “seek,” “should,”

bl

“could,” “would,” “continue,” or similar expressions or the negative thereof, are forward-
looking statements. These forward-looking statements involve known and unknown risks,
uncertainties and other factors, some of which are beyond our control, which may cause our
actual results, performance or achievements, or industry results, to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking
statements. These forward-looking statements are based on numerous assumptions regarding
our present and future business strategies and the environment in which we will operate in the
future. Important factors that could cause our actual performance or achievements to differ
materially from those in the forward-looking statements include, among other things, the

following:

. general political and economic conditions, including those related to the PRC;

. our ability to successfully implement our business plans and strategies;

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

operate or into which we intend to expand;

. our business operations and prospects;

. our capital expenditure plans;

. the actions and developments of our competitors;

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

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

. various business opportunities that we may pursue; and

_44 —



FORWARD-LOOKING STATEMENTS

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

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

cautionary statements set out in this section.
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You should carefully consider all of the information in this prospectus, including the
risks and uncertainties described below, before making an investment in our H Shares.
The following is a description of what we consider to be our material risks. Any of the
following risks could have a material adverse effect on our business, financial condition
and results of operations. In any such case, the market price of our H Shares could
decline, and you may lose all or part of your investment. These factors are contingencies
that may or may not occur, and we are not in a position to express a view on the likelihood
of any such contingency occurring. The information given is as of the Latest Practicable
Date unless otherwise stated, will not be updated after the date hereof and is subject to
the cautionary statements in the section headed “Forward-Looking Statements” in this

prospectus.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

The mining industry inherently has a high level of risks, and we may experience accidents
or disruptions in our mining and manufacturing process, which could damage our
reputation, subject us to liability claims and result in substantial costs.

The mining industry in which we operate inherently has a high level of risk. It involves
a number of risks and hazards, including industrial accidents, labor disputes, unusual or
unexpected geological conditions, mine collapses, fires, explosions, equipment failure, delays
in supplies and loss of key inputs, including electricity and water changes in the regulatory
environment, environmental hazards and weather and other natural phenomena such as
landslides and earthquakes. Such occurrences could result in material damage to, or the
destruction of, mineral properties or production facilities, human exposure to pollution,
personal injury or death, environmental and natural resource damage, delays in mining,
monetary losses and possible legal liability. Should any of the foregoing inherent risks
materialize, our operation may be disrupted and our business and results of operations could
be materially and adversely affected. See “Business — Our Mineral Assets and Mining Rights
— Our Kaolin Mineral Assets — Shuoli Kaolin Mine — Risks Associated with Shuoli Kaolin

Mine.”

We face industry competition, and failure to compete effectively with our competitors may
adversely affect our business, financial condition and results of operations.

We face competition from other kaolin mining and production companies that produce
precision casting mullite products and refractory mullite products targeting similar sales
markets to us. Competition in our industry may intensify as our competitors expand their
products, or as new competitors enter into the market. Some of our competitors may have
greater financial, marketing, distribution, resources level and product development capabilities
than we do. As a result, these competitors may be able to devote more resources to the
development, promotion and sale of their products. The primary factors driving competition are

strong exploration and mining capacities with advanced mining methods and improved
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technical equipment, high-quality and stable products, new technology development, sufficient
capital investment, professional management, talent retention and obtaining exploration and
extraction permits. Other factors that could affect competition in our industry include
additional discoveries of kaolin reserves by our competitors, access to and capacity of
transportation, political and economic factors and other factors beyond our control. Increased
competition could have a material adverse impact on prices at which we can sell precision
casting mullite products and refractory mullite products. During the Track Record Period, we
had lowered our average selling prices to cope with the intensified market competition. We
cannot guarantee that our current or potential competitors will not offer products at more
competitive prices or adapt more quickly than we do to evolving industry trends or changing
market conditions. There can be no assurance that we will be able to compete effectively or
maintain or improve our market position. Our failure to compete effectively could materially
and adversely affect our business, financial condition, and results of operations.

Our operations are currently concentrated on one kaolin mine and we are exposed to
uncertainties in relation to such mine.

As of the Latest Practicable Date, we had only one kaolin mine, namely, our Shuoli
Kaolin Mine in Huaibei City, Anhui Province, China. Our success depends heavily on this

kaolin mine, which is subject to various risks and uncertainties.

The Independent Technical Consultant has identified a number of risks and
recommendations in estimating our Mineral Resources, Ore Reserves and operations related to
our Shuoli Kaolin Mine. See “Appendix VI — Independent Technical Report — 17 Risk
Assessment.” The key risks identified by the Independent Technical Consultant included the
following:

. locally high Fe,O; impurity content occurs at certain bedding of the estimated
domains. The presence of locally high Fe,O; impurity content can impact our
Mineral Resources and Ore Reserves. The current cut-off for Fe,O5 content is less
than 2%. If the Fe,O; content exceeds this threshold locally, it can lead to a
reduction in the estimated amount of Mineral Resources, which in turn will affect
the estimated amount of Ore Reserves. Higher than estimated Fe,O; content can
affect the quality and marketability of the final products. Removing iron impurities
may require additional processing to meet industry standards, thereby increasing
operational costs. Furthermore, elevated impurity levels can impact metallurgical
performance during processing, potentially leading to lower yields and increased
waste generation. This, in turn, can affect the long-term planning and sustainability

of mining operations;

. failure to meet production targets due to the shortage of mining block preparation
development or due to the equipment shutdown;

. insufficient quantity of production equipment as a result of unstable total ROM

mined;
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conditions changed significantly, leading to mine plan failure;
spontaneous combustion/mine fire/dust explosion;

coal gas explosion/seam gas;

lack of labor leading to mine plan failure;

the compatibility of equipment and processed;

failure to meet the ceramic fiber workshop production plant’s annual production
target;

No. 5 coal seam mined out area may increase the difficulty of roof management
during kaolin mining;

roadway deformation caused by the depletion of upper and lower coal seams;
rib spalling and floor heave;

undrained water in historical voids, leading to groundwater accidents;
residual water inflow from the four closed adjacent mines;

seepage on the mine field boundary coal pillars and artificial partition walls;
water pollution to the environment;

air emissions management;

stakeholder engagement and social aspects;

price reduction due to decline in demand or increased competition;
increasing clients’ requests for new product specifications;

client loss;

production is capped below quantity required to maintain or expand market share;

restricted/limited market.

Although the Independent Technical Consultant has provided its recommendations to

address the above risks, there is no assurance that we can implement such recommendations

effectively to mitigate the relevant risks. In the event that the occurrence of any of the above

events causes us to operate at a less-than-expected capacity, our business, financial condition

and results of operations could be materially and adversely affected.
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Our Mineral Resources and Ore Reserves estimates are based on a number of
assumptions, which, if changed, may require us to lower our estimates.

Our Mineral Resources and Ore Reserves estimates are based on a number of
assumptions. Neither Mineral Resource estimates, nor Ore Reserve estimates, are precise
calculations. Ore Reserve estimates are based on available assumptions and considerations
regarding the extraction of Measured and Indicated Mineral Resources; and the Mineral
Resources estimates are dependent on the interpretation of limited information on the location,
shape and continuity of the occurrence and on the available sampling results. The accuracy of
the estimates depends on the quantity and quality of available data, the assumptions made, and
the judgments used in engineering and geological interpretation, which in each case may prove
to be unreliable.

The Ore Reserves estimates in this prospectus indicate the tonnage and grade of kaolin
that we believe can be economically mined and processed. These estimates are based on a
number of economic and technical assumptions, including costs, expenditures, commodity
prices, geological models and resource estimation, mining loss and dilution, processing loss.
However, these assumptions may prove inaccurate due to a number of factors, many of which
are beyond our control. Ore Reserve estimation is a time-sensitive and the Ore Reserves
presented in this prospectus have reflected the considerations and assumptions made being
valid on the date of the Independent Technical Report. These considerations and assumptions
and modifying factors may need to update in the future and update our Ore Reserves
accordingly. If, for instance, our production costs increase or the prices of kaolin decrease and
as a result the extraction of a portion (or all) of the Ore Reserves at our mines might become
uneconomic. There is no assurance that our estimates will prove accurate or that the Ore
Reserves can be mined or processed profitably. See “Appendix VI — Independent Technical

Report — 7 Mineral Resource Estimation.”

In addition, compared to Measured or Indicated Mineral Resources, Inferred Mineral
Resources have a greater amount of uncertainty as to their existence and as to whether they can
be mined economically, as such Mineral Resources are inferred from geological evidence and
assumed but not verified. It cannot be guaranteed that all or part of the Inferred Mineral

Resources will ever be upgraded to a higher category.

The inclusion of Mineral Resources estimates should not be regarded as a representation
that all these amounts can be economically mined or processed, and nothing contained in this
prospectus should be interpreted as assurances of the economic viability of the mines to which
we hold the mining license or the profitability of our future operations. A reduction of our
Mineral Resources or Reserves, including due to any of the above, could have a material
adverse effect on our business, financial condition and results of operations.

We amortize our mining rights based on the production method. For the years ended
December 31, 2022, 2023 and 2024 and the five months ended May 31, 2025, our amortization
expenses related to our mining rights amounted to RMB3.0 million, RMB4.8 million, RMB5.7
million and RMB2.8 million, respectively. We review the remaining useful life of our mining
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rights in accordance with our production plans and Reserves levels of the mine. Any material
decrease in the amount of our Reserves for our mines or changes to our production plans may
result in impairment of the carrying value of our mining rights, which may have a material and
adverse effect on our business, financial condition and results of operations.

We may not be able to meet our estimated kaolin production volume.

Our production estimates are based on, among other things, Ore Reserves estimates,
kaolin process loss and the assumptions regarding ground conditions and physical
characteristics of Ore Reserves, our mining schedule, utilization of production facilities, costs
of production, conditions of the industry, and the commodity prices. There are uncertainties in
our ability to develop sufficient mining flexibility to achieve our mining schedule. Our Ore
Reserves estimates are based on the assumed various kaolin product prices, and as a result, our
Reserves estimates, production schedule, operation and actual production may be adversely
affected if the actual kaolin product prices fall below these assumptions. Actual production
may vary from estimates for a variety of reasons, including risks and hazards of the types
discussed elsewhere in this prospectus, including, but not limited to: (i) actual ore mined
varying from estimates in grade, tonnage and other characteristics; (ii) encountering unusual
or unexpected geological conditions; (iii) mining dilution; (iv) actual kaolin processing loss in
formal production lower than estimates during the testing; (v) restrictions imposed by
government authorities; (vi) industrial accidents; (vii) equipment failures; (viii) natural
phenomena such as weather conditions, floods, rock slides and earthquakes; (ix) changes in the
costs of utilities; (x) decreases in the price of kaolin which may cause Ore Reserves that are
currently economic to become uneconomic; (xi) labor unrest, strikes or turnover; (xii)
interference from local communities and competitors; (Xiii) socio-economic impact; and (Xiv)
shortages of supplies needed for operation.

Such occurrences could result in damage to mineral properties, interruptions in
production, injury or death to persons, damage to our property or the property of others,
monetary losses and legal liabilities. These factors may cause a mineral deposit that has been
mined profitably in the past to become unprofitable. New mining operations frequently
experience unexpected issues during the initial development phase. Delays can often occur in
the commencement of production. Estimates of production from properties not yet in
production or from operations that are to be expanded are based on similar factors including,
in some instances, feasibility studies prepared by our personnel and/or outside consultants, but
it is possible that actual facilities’ utilization, kaolin recovery rate, cash operating costs and
economic returns will differ significantly from those currently estimated. There is no assurance
that we will achieve our production estimates. If we are unable to achieve our production
estimates, this could have a material and adverse effect on our business, financial condition and
results of operations.
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Our existing mining operations have a finite life and eventual closure of our operations
will entail costs and risks regarding ongoing monitoring, rehabilitation and compliance
with environmental standards.

Our existing mining operations have a finite life and will eventually close. According to
the Independent Technical Report, as of May 31, 2025, at the annual production volume of
400,000 tonnes, the estimated LoM of our Shuoli Kaolin Mine is 16 years. The key costs and
risks for mine closures are: (i) long-term management of permanent engineered structures; (ii)
achievement of environmental closure standards; (iii) orderly retrenchment of employees; and
(iv) relinquishment of the site with associated permanent structures and community
development infrastructure and programs to new owners. The successful completion of these
tasks is dependent on our ability to successfully implement negotiated agreements with the
relevant government authorities, community and employees. The consequences of a difficult
closure range from increased closure costs and handover delays to on-going environmental
rehabilitation costs and damage to our reputation if a desired outcome cannot be achieved, all
of which could materially and adversely affect our business and results of operations.

We may fail to obtain, maintain or renew the government permits, licenses and approvals
required for our mining activities.

Our right to exploit mineral deposits is governed by the laws and regulations of the PRC.
Under the PRC Mineral Resources Law, all Mineral Resources in the PRC are owned by the
State. Mining companies, including our Company, are required to obtain mining and
exploration permits prior to undertaking any mining or exploration activities, and the mining
and exploration permits are limited to a specific geographic area and a certain time period.
Mining enterprises that have, in accordance with law, applied for and obtained the right of
mining and are conducting exploration within the designated mining area for the purpose of
their own production are not required to separately make an application and registration for the
right of exploration. Our mining license is valid for 18 years, and will expire in 2039. We plan
to apply to the appropriate authorities for a renewal when our current license expires. In
addition, pursuant to relevant PRC laws and regulations, before commencing production, we
are required to obtain permits and licenses with respect to production safety and environmental
protection, among other things. According to our PRC Legal Advisers, as of the Latest
Practicable Date, we had obtained all material approvals, licenses and permits for our current

operations in all material aspects.

However, we may not be able to obtain or renew such approvals, licenses or permits,
comply with all conditions requested by governmental authorities to maintain those permits, or
obtain, retain or renew other approvals, licenses and permits necessary for our business
operations in the future, either in respect of our existing mine or at any mines we may operate
in the future. In addition, we may require new permit(s), license(s) and/or approval(s) from
time to time. On November 8, 2024, the New Mineral Resources Law was deliberated and
adopted, which came into force on July 1, 2025. The New Mineral Resources Law mandates
that upon establishing a mining right, registration must be filed with the relevant department,
which then issues a mining right certificate if conditions are met. The law distinguishes
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between the mining right certificate being a property right and exploration/mining licences
being administrative licenses. It introduces separate registration for mining rights and
exploration/mining permissions. According to Article 3(3) of the Notice on the Implementation
of the New Mineral Resources Law issued by the Ministry of Natural Resources of China in
December 2024, mining licenses that have been issued prior to the implementation of the New
Mineral Resources Law continue to be valid during the validity period and the replacement
with the mining right certificate shall not be mandatory. See “Regulatory Overview — Laws
and Regulations Relating to Mineral Resources” and “Recent Developments and No Material
Adverse Change — Regulatory Developments.” Our PRC Legal Advisors are of the view that
after the New Mineral Resources Law comes into force, our mining license, which remains
valid until November 20, 2039, will continue to be valid within its current validity period and
we do not need to apply for a mining right certificate before the expiry of our mining license.
Changes in PRC laws, regulations and policies, including those with respect to mining and
exploration activities and environmental protection that are outside of our control, may affect
our ability to obtain timely renewals for such permits, licenses and/or approvals, and during
such time we may be compelled by law or regulators to cease mining activities in accordance
with PRC laws and regulations.

Any failure to obtain, retain or renew, or any delay in obtaining or renewing, such
approvals, licenses or permits could subject us to a variety of administrative penalties or other
governmental actions and adversely impact our business, financial condition and results of
operations.

We are subject to risks relating to product concentration as we derived the majority of
our revenue from the sales of precision casting mullite products and refractory mullite
products.

We derived the majority of our revenue from sales of precision casting mullite products
and refractory mullite products during the Track Record Period. For the years ended December
31,2022, 2023 and 2024 and the five months ended May 31, 2024 and 2025, revenue generated
from the sales of precision casting mullite products and refractory mullite products accounted
for approximately 100%, 92.6%, 88.9%, 96.1% and 88.5% respectively, of our total revenue.
We expect that manufacturing and sales of precision casting mullite products and refractory
mullite products will continue to contribute to a large percentage of our total revenue in the
future. Market acceptance of our precision casting mullite products and refractory mullite
products is critical to our future success. Any negative changes in the demand for or prices of
these products could have a material adverse effect on our business, financial condition and
results of operations.

We may plan to expand our product portfolio in the future. There can be no assurance that
any products we develop will achieve market acceptance. Any failure to successfully develop,
launch and market new products could jeopardize our ability to recover our investments, which
in turn may materially and adversely affect our business, financial condition and results of
operations.
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Changes in the market price of precision casting mullite products, refractory mullite
products and other related products will affect our business, financial condition and
results of operations.

Our business is sensitive to fluctuations in the market prices of our precision casting
mullite products and refractory mullite products. Mullite product prices have been and may in
the future be affected by numerous factors beyond our control including global economic and
political conditions, governmental policies, levels of supply and demand, cost of production
and technology development. It is not possible for us to predict the aggregate effect of these
or other factors. If mullite product prices fall near or below our costs to produce, we may
experience losses and our revenue and profit would be materially and adversely affected. We
may be forced to curtail or suspend some or all of our operations or reduce operational
expenditures in part or completely. In addition, we might not be able to recover any losses
incurred during or after such periods. As a result, our businesses, financial condition and
results of operations may be adversely affected.

Our success depends on the quality and characteristics of our products. If we fail to
achieve or maintain broad market acceptance for our products, our business, financial
condition and results of operations could be materially and adversely affected.

Since kaolin is a naturally occurring mineral, the quality and other characteristics of our
kaolin ore may differ from those indicated by the records of drill core results or samples
currently available to us according to the Independent Technical Report. We cannot assure you
that the quality and other characteristics of the kaolin ore mined from our Shuoli Kaolin Mine
will be consistent with or similar to the estimation made by the Independent Technical
Consultant. If the actual quality and other characteristics of kaolin ore in the future are
materially different from our estimates, it will consequently affect our estimates and the quality
of our mullite products produced from the kaolin ore. We may not be able to perform our
obligations under certain sales framework contracts that we have entered into with our
customers and we may fail to achieve or maintain broad market acceptance for these products.
As a result, we may have to re-position ourselves in the market and failure in doing so could

materially and adversely affect our business, financial condition and results of operations.

Our business requires significant and continuous capital investment. We may incur
capital expenditures beyond current estimates and we may not be able to obtain adequate
financing for our business in the future.

Our businesses and operations are capital-intensive. We have been undertaking, and may
undertake in the future, capital-intensive projects or businesses as part of our growth strategies,
which could be delayed or otherwise adversely affected by a number of risks and uncertainties,
including those relating to market conditions, policies and regulations of the PRC, availability
of sufficient funding, disputes with business partners, technology, equipment and raw material
suppliers and other contractors, employees, and local governments and communities, natural
disasters, availability of power and other energy supplies, availability of technical or human
resources and war or other significant adverse developments in international relations.
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Before we commence new projects or businesses, we typically conduct extensive
feasibility studies, which may require significant capital outlay. There is no assurance that each
project or business, either ongoing, planned or to be undertaken, will ultimately be
implemented or will generate any profit. Moreover, actual costs for these projects or businesses
may exceed the initial budgets due to factors such as delays, changes in scope, increases in
funding costs due to foreign exchange and interest rate volatility and increases in raw material,
equipment or labor costs. In addition, these projects or businesses may not be able to achieve
the anticipated economic results and commercial viability due to various factors, including but
not limited to adverse changes in market conditions, lower-than-expected grade or yield of
kaolin reserves, low capacity utilization in respect of production and manufacturing facilities,
high construction and production costs, and decreased demand for and prices of our products.
If any of these projects or businesses is not completed as planned, exceeds our initial budgets
or time limits, or fails to achieve the anticipated economic results or commercial viability, our
business, financial condition and results of operations could be materially and adversely
affected.

Our operating costs may be higher than expected.

According to the Independent Technical Report, our total operating cash cost of the
Shuoli Kaolin Mine was RMB152.9 million, RMB154.5 million, RMB181.5 million and
RMBSI1.5 million, in the years ended December 31, 2022, 2023, 2024 and the five months
ended May 31, 2025, respectively. In 2040, during the ramp-down phase of our mine, the total
operation cash cost is projected to be RMB165.7 million. However, such forecasted operating
costs are estimates only and are subject to certain key assumptions, including actual operating
costs and plant performance from 2022 to May 2025, existing contracts with suppliers, royalty
and government charges, and the technical studies included in the Independent Technical
Report. See “Appendix VI — Independent Technical Report — 15 Capital and Operating Costs
— 15.2 Operating Cost.” If our mining costs, labor costs or other operating costs increase and
we cannot increase our average selling price and our production efficiency to offset any such
increase or pass any such increase on to our customers, our profitability, business, financial
condition and results of operations may be materially and adversely affected.

We may not be able to effectively execute our business strategies. In addition, estimates
relating to expansion projects of existing operations are uncertain and we may incur
higher costs and lower economic returns than estimated.

The ability to grow our business will depend on the successful implementation of our
existing and proposed strategic initiatives. The successful implementation of our strategic
initiatives depends upon many factors, including those outside our control, including, but not
limited to, (i) delays in the deliveries of major equipment or failure of equipment and
machinery to perform according to specifications or our expectations; (ii) the failure of any of
our contractors to fulfill their contractual obligations, which would require us to make
alternative arrangements, and may cause delays and potentially increase the costs of our
expansion plans; (iii) the failure of or delay in obtaining or renewing the required licenses,
permits and approvals for our growth and expansion plans; (iv) difficulties in financing our
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capital expenditure and working capital requirements; and (v) unforeseen conditions or
developments that could substantially delay our planned expansion, including difficult
geological conditions, adverse weather conditions and equipment and machinery malfunctions.
Any such difficulties, delays or costs could prevent us from fully implementing our business
strategy, which could have a material adverse effect on our business, financial condition and
results of operations.

In addition, our future expansion may place a significant strain on our managerial,
operational, technical and financial resources. In order to better allocate our resources to
facilitate our growth, we must hire, recruit and manage our workforce effectively and
implement adequate internal controls in a timely manner. If we fail to maintain sufficient
internal sources of liquidity and secure external sources of funding for future growth, we may
encounter, among other things, significant delays in production and operational difficulties. If
we are unable to effectively manage our growth and the associated increased scale of our
operations, the efficiency of our operations, our ability to attract and retain key personnel and
our business and prospects could be materially and adversely affected.

Our operations may be affected by our research and development capabilities, which may
not always produce positive results.

Our ability to improve our mining and production capabilities and launch new products
depends largely on our research and development capabilities. We incurred research expenses
of RMB7.3 million, RMB7.0 million, RMB12.6 million, RMB4.5 million and RMB4.1 million
for the years ended December 31, 2022, 2023, 2024, and the five months ended May 31, 2024
and 2025, respectively, which we believe are important to improve the production efficiency
and quality of our products. We cannot assure you that such investment will yield immediate
tangible benefits or our research and development efforts will be effective. Even if such efforts
are successful, we may be unable to apply our newly developed technologies to our products
in ways that are accepted by our customers.

If we are unable to maintain or enhance our research and development capabilities, our
competitiveness may be undermined, which could adversely affect our businesses, financial
condition, results of operations and future development. We are often engaged to undertake
large-scale or complicated projects that require us to develop or adopt new technologies and
construction methods, which could put a strain on our research and development resources. The
use of new technologies and construction methods may also result in experimental failures,
increased costs and unstable work conditions, which may adversely affect the profitability of
our businesses.
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Our operations are subject to risks relating to occupational hazards and production safety
and other operating risks which are beyond our control.

Our operations are subject to a number of operating risks, some of which are beyond our
control and cannot be completely eliminated through prevention efforts. These operating risks
include (i) unexpected maintenance or technical problems; (ii) inclement or hazardous weather
conditions and natural disasters such as landslides and earthquakes; (iii) industrial accidents;
(iv) electricity or water supply interruptions; (v) critical equipment failures in our mining
operations; (vi) the handling and storage of certain dangerous articles and the use of heavy
machinery; and (vii) unusual or unexpected variations in the mine and geological or mining
conditions. These risks may result in personal injury, death or property damage, which would
disrupt or result in a suspension of our operations, increase production costs, result in liability
to us and harm our reputation. Such incidents may also result in a breach of laws and
regulations applicable to our operations, or any consent, approvals or authorizations obtained
from the relevant authorities, which may result in fines and penalties or even possible
revocation of our licenses and permits.

Our operations will also be subject to manufacturing, operating and handling risks
associated with the products we will produce and the products we will use in our operations,
including the related storage and transportation of raw materials, products, hazardous
substances and wastes. We are exposed to hazards including discharges or releases of
hazardous substances, exposure to dust and noise and waste water and the operations of mobile
equipment and manufacturing machinery. These risks can subject us to potentially significant
liabilities relating to personal injury or death or property damage, and may result in civil,
administrative or criminal penalties, which could hurt our productivity, profitability and
reputation.

During the Track Record Period and up to the Latest Practicable Date, we were not
involved in any accidents, claims or proceedings in relation to occupational hazards and
production safety. Any occurrence of such accidents, claims or proceedings in relation to the
occupational hazards and production safety, any disruption to the operations of our Shuoli
Kaolin Mine or supporting infrastructure for a sustained period, or any change to the natural
environment surrounding our Shuoli Kaolin Mine, may materially adversely affect our
business, financial condition and results of operations.

Our operations are exposed to risks in relation to environmental protection and
rehabilitation.

Operations of the kaolin mine and production of mullite products are subject to
environmental risks and hazards. Our operations are subject to PRC environmental laws and
regulations, such as the treatment and discharge of hazardous waste and materials and
environmental rehabilitation. These laws and regulations set a series of standards for waste
substances that may be discharged into the environment and impose fees for the discharge of
such waste substances. We are required to conduct our mining operations in a manner that
minimizes the impact on the environment, such as through rehabilitation and re-vegetation of
mined land. In the future, we may have rehabilitation obligations in respect of areas we have
cleared for mining and production purposes.
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Environmental hazards may occur in connection with our operations as a result of human
negligence, force majeure or otherwise. As advised by our PRC Legal Advisers, we did not
have any material incidents of non-compliance with PRC environmental laws and regulations
at our Shuoli Kaolin Mine that resulted in material penalties during the Track Record Period
and up to the Latest Practicable Date. We cannot guarantee that our operations will not have
environmental risks or hazards in the future. The occurrence of any environmental hazards may
delay production, increase production costs, cause personal injuries or property damage, result
in liability to us and damage our reputation. Such incidents may also result in breaches of the
conditions for our mining and exploration licenses or other approvals, licenses or
authorizations, which may result in fines or penalties or even possible revocation of such
permits, approvals, licenses and authorizations.

We may experience increased production costs arising from compliance with
environmental laws and regulations. Moreover, the development of the PRC’s economy and
improvements in living standards may lead to heightened awareness of environmental
protection. As a result, it is possible that more stringent environmental laws and regulations
may be implemented in the future, or the existing environmental laws and regulations may be
more strictly enforced. We may not always be able to comply with future laws and regulations
in relation to environmental protection and rehabilitation economically. Should we fail to
comply with any such laws and regulations, we may be subject to penalties and liabilities under
PRC laws and regulations, including, but not limited to, warnings, fines, suspension of
production and closure of the facility that fails to comply with the relevant environmental
standards.

We are dependent on suppliers and contractors for various services and products in our
business.

We rely on third-party suppliers and contractors for various goods and services, including
raw materials, utilities and energy, processing and construction services in line with industry
practice. We endeavor to source products and services from third-party manufacturers and
service providers whom we believe are able to meet our quality, delivery schedule and other
requirements. Nevertheless, we may not be able to monitor the performance of these
contractors and other third parties as directly and efficiently as we do with our own staff.
Therefore, we are exposed to the risk that our third-party service providers may fail to perform

our obligations, which may in turn adversely affect our business operations.

We continuously expand our production capacity. Before new production capacity
becomes available, we cooperate with and outsource some manufacturing of refractory mullite
products to enhance our processing capabilities and meet the demand of our downstream
customers. Qualified processing plants, contractors and other third parties may not always be
readily available when our needs for outsourcing arise. If we are unable to hire qualified
processing plants, contractors and other third parties, our ability to meet market demand and
complete projects or other contracts could be impaired. If the amounts we are required to pay
to processing contractors and other third parties exceed what we have estimated, especially in
the case where contracts with our customers have a pre-agreed price, we may suffer losses on
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those contracts. Outsourcing also exposes us to risks associated with non-performance, delayed
performance or substandard performance by processing plants, contractors or other third
parties. As a result, we may experience deterioration in the quality of our products, incur
additional expenses due to delays to or higher costs of the delivery of our products, or be
subject to liability under the relevant contract for the non-performance, delayed performance
or sub-standard performance of our contractors or other third parties.

Any of the above events could have a material adverse impact on our profitability,
financial performance and reputation, and may result in litigation or damage claims against us.

Our operations may be materially and adversely affected by transportation disruption
and/or fluctuations in transportation costs.

Our customers for our products are mainly from the PRC and most of our products are
transported by road or by sea. Our Shuoli Kaolin Mine is located in the hinterland of East
China, at the junction of four provinces, namely, Jiangsu, Shandong, Henan and Anhui, and
adjacent to the Yangtze River Delta city cluster. Our Shuoli Kaolin Mine benefits from a
well-developed transportation network. It is connected to other parts of Huaibei City via the
Anhui Provincial Highway S101 and other paved roads, and extends its reach to Jiangsu,
Zhejiang, Fujian, Shandong, Henan, Hubei, Hunan, Jiangxi, Shaanxi and Guizhou Provinces
via the G30 and G3 Expressways. We transport our products to customers mainly through the
aforementioned highways and paved provincial roads. In addition, our products are delivered
to our customers by sea from Jiangsu Province and Shandong Province to Guangdong Province.

We have also used road transportation for raw materials purchased.

As of the Latest Practicable Date, we had not experienced any road or sea transportation
disruptions that had a material adverse effect on our business, financial condition and results
of operations. However, we cannot assure you that adequate road transport capacity will be
available to support our operations in the future, or that we will not experience any material
delays in transporting our products to our potential customers.

Transportation costs are one of the major components of the costs of purchase for our
customers. Fluctuations in transportation costs may have an adverse effect on the demand for
our products. Transportation may be disrupted by a number of factors, such as traffic accidents,
border control, natural disasters and severe weather conditions. If access to and from our
deposit or processing plant is significantly damaged, cut off, suspended for repair or
maintenance for an extended period of time, the delivery of our products would be significantly
affected, and we may breach our sales contracts and lose our customers in the future. Any
difficulties experienced by our customers in transporting our products may reduce demand for
our products and cause them to select suppliers closer to their operations and who are able to
supply products with quality considerably similar to ours or to demand significant lower prices
for our products. Any such adverse development could have a material adverse effect on our

business, financial condition and results of operations.
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We may not be able to maintain adequate, uninterrupted, timely and specification-
compliant supplies of utilities, materials, equipment and service at commercially
acceptable prices, or at all.

Natural gas, electricity, coal and water are the main utilities used in our operations.
During the Track Record Period, we sourced electricity from the local state grid, obtained
natural gas and coal from local public utility companies, and secured water supply from
underground water sources. As of the Latest Practicable Date, the water permit for our Shuoli
Kaolin Mine was valid. While we do not expect any difficulties in such renewal so long as we
meet the applicable requirements and conditions and adhere to the procedures set forth in the
relevant laws and regulations, there can be no guarantee that we will be granted such extension,
and, if not, we will not be able to continue to access the relevant water resources. During the
Track Record Period and up to the Latest Practicable Date, we had not experienced any major
shortage or disruption in our utilities supply. There can be no assurance, however, that adequate
supply of utilities will be available to us in the future. We expect our demand for utilities to
increase as we commence production and our business grows. If restrictions are imposed on the
use of electricity due to power shortages, thereby disrupting our power supply, or if there is
inadequate natural gas, coal or water supply or we are otherwise unable to obtain adequate
supply to meet our production requirements, our operations may be disrupted, and our
production and delivery schedules may be adversely affected, which could have a material
adverse effect on our business, financial condition and results of operations. In addition, our
ability to pass increased costs on to our customers may be limited due to pressures from
competition and customer resistance. We cannot assure you that we will be able to recover the
substantial cost increases in utilities, if any, by raising the prices of our products. In addition,
our Shuoli Kaolin Mine is an underground mine. As a result, an interruption of electricity
supply will materially and adversely affect our production and safety by disrupting operations,
including water pumping and ventilation.

In addition to utilities, during the Track Record Period we procured various auxiliary
materials for our manufacturing operations, primarily including packaging items, sodium
bicarbonate, alumina ceramic balls and wooden pallets. See “Business — Suppliers and
Contractors — Suppliers of Raw Materials.” We regularly monitor the fluctuations in market
prices for the materials used in our operations. However, there can be no assurance that such
supplies will not be interrupted or that their prices will not increase in the future. Additionally,
if the materials, equipment and services provided by our suppliers do not meet our
requirements or specifications, this may lead to production disruptions, safety incidents, legal
disputes and financial losses. Such unforeseen hold-ups can disrupt our supply chain,
potentially leading to production setbacks and increased costs. Any disruption in the flow of
goods could adversely affect our ability to meet market demand and maintain our competitive
edge, which could impact existing profit margins and have a material adverse effect on our
business, financial condition and results of operations.
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Our insurance coverage may be inadequate to satisfy potential claims, and fluctuations in
insurance cost and availability could adversely affect our business, financial condition
and results of operations.

Mining and production activities involve numerous risks, including, for example,
unexpected or unusual geological conditions, fire, floods, earthquakes, severe weather
conditions, other environmental occurrences and political and social instability. These risks can
result in, among other things, damage to and destruction of mining assets or production
facilities, personal injury, environmental harm, financial losses and legal liability.

We maintain insurance for our operations in line with law, regulation and industry
practice in the PRC, including, but not limited to, property insurance, safety production
liability insurance and automobile insurance for our business operations, as well as endowment
insurance, medical insurance, unemployment insurance and work injury insurance for our
employees. See “Business — Insurance.” However, in line with industry practice in the PRC,
we have elected not to maintain certain types of insurance, such as business interruption
insurance. We may become subject to liability against potential claims which we have not
insured, cannot insure or have insufficiently insured, or are unable to insure the amount needed
due to lack of capacity by insurers in the market, including those in respect of past mining
activities. Our insurance may not cover a particular event at all or be sufficient to fully cover
any losses we may incur, including, without limitation, as a result of natural disasters, public
health emergencies and other events that could disrupt our operations. Our existing liability
insurance contains exclusions and limitations on coverage. For example, should we be subject
to any regulatory or criminal fines or penalties, such amounts would not be covered under our
insurance program, either due to exclusions or limitations, or because it is prohibited by
legislation in the PRC.

In addition, insurance may not continue to be available at economically acceptable
premiums. The costs of maintaining adequate insurance coverage, most notably property
insurance, have increased significantly recently and may continue to do so in the future,
thereby adversely affecting our results of operations. If such costs continue to increase, we may
be forced to accept lower coverage and higher deductibles, which, in the event of a claim, could
require significant, unplanned expenditures of cash and inhibit our ability to maintain our
profitability.

In the event that we incur substantial losses or liabilities and insurance is unavailable or
our insurance is inadequate to cover such losses or liabilities, our business, financial condition
and results of operations could be materially and adversely affected.

We rely on the continued service of our senior management and technically skilled
employees, and we may experience labor shortages, disputes, unrest or strikes.

Our ability to operate or expand effectively depends largely on the experience, skills and
performance of our senior management team and technically skilled employees. We rely on the
expertise, experience and leadership of our directors and senior management. Their extensive
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knowledge and experience in the mining industry, extensive managerial experience, as well as
their established relationships with our customers and their experience dealing with local
government authorities, have played a major role in our attainments. Additionally, the market
for employees with industry experience and technical skills can be highly competitive. There
can be no guarantee that the services of our senior management and a sufficient number of
technically skilled employees in the PRC will continue to be available to us. If one or more of
our senior management and other key personnel are unable or unwilling to continue to serve
in their present positions, we may not be able to replace them with qualified personnel in a
timely manner. Any senior management departures or unavailability (due to death, injury,
illness or other reasons) or technically skilled worker shortages could adversely affect our
operational efficiency and production levels. We may be unable to hire or retain appropriate
management personnel or technically skilled employees or may have to pay higher levels of
remuneration than we currently project and intend. In particular, qualified personnel may be
scarce in the region where our mine is located. If we are unable to hire and retain appropriate
management and technically skilled personnel, or if there are inadequate succession plans in
place, our business may be materially and adversely affected.

In addition, we may be involved in labor disputes in the ordinary course of our business.
During the Track Record Period, we had not been involved in labor disputes regarding
termination of employment agreements, work-related injury compensation, etc. There can be
no guarantee that labor disputes will not occur in the future. In the event that we experience
such incidents, our mining activities and production levels may be affected, which may have
an effect on our business, financial condition, results of operations, reputation and future
prospects.

We are exposed to natural disasters, epidemics, acts of war or terrorism or other factors
beyond our control, which may have a material adverse effect on our business, financial
condition and results of operations.

Natural disasters, epidemics, acts of war or terrorism or other factors beyond our control
may adversely affect the economy, infrastructure and livelihood of the people in the regions
where we conduct our business. For example, our operations may be under the threat of flood,
earthquake, sandstorm, snowstorm, fire or drought, power, water or fuel shortages, critical
equipment failures, malfunction and breakdown of information management systems,
unexpected maintenance or technical problems, or may be susceptible to epidemics, potential
wars or terrorist attacks. Serious natural disasters may result in loss of lives, injury, destruction
of assets, reduction in our productivity and/or disruption of our business and operations. Severe
communicable disease outbreaks could result in a widespread health crisis that could materially
and adversely affect the economy and financial markets. Acts of war or terrorism may also
injure our employees, cause loss of lives, disrupt our business network and/or destroy our
markets. Any of these factors and other factors beyond our control could have an adverse effect
on the overall business sentiment and environment, cause uncertainties in the regions where we
conduct business, cause our business to suffer in ways that we cannot predict and materially
and adversely impact our business, financial condition and results of operations.
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We cannot guarantee that we will not be involved in claims, disputes and legal
proceedings in our ordinary course of business.

From time to time, we may be involved in claims, disputes and legal proceedings in our
ordinary course of business. These may concern issues relating to, among others, health and
safety accidents, environmental matters, breach of contract, employment or labor disputes and
infringement of intellectual property rights. As of the Latest Practicable Date, we were not
involved in any litigation and legal proceedings in the PRC that may materially affect our
business and results of operations. If we are found to be liable in respect of any claims, we
would have to incur a charge against our current earnings to the extent that a reserve had not
been established for the matter in our accounts, or to the extent the claims were no sufficiently
covered by our insurance coverage. Claims brought by us against our customers may include
claims for additional costs incurred in excess of current contract provisions arising out of
delays and changes in the initial scope of work. Both claims brought against us and by us, if
not resolved through negotiation, are often subject to lengthy and expensive litigation or
arbitration proceedings. Amounts ultimately realized from our customers or other claims by us
could differ materially from the balances included in our financial statements, resulting in a
charge against earnings to the extent profit has already been accrued on a project or other
contract. Charges associated with claims brought against us and write-downs associated with
claims brought by us could have a material adverse impact on our business, financial condition,
results of operations and cash flow. Moreover, legal proceedings resulting in judgments or
findings against us may harm our reputation and damage our prospects to secure contracts in
the future.

We may not be able to detect and prevent fraud or other misconduct committed by our
employees or third parties, and any actual or alleged misconduct may lead to censure,
penalties, fines, sanctions, loss of licenses or permits and may negatively impact our
reputation.

We are not aware of any instances of fraud, theft and other misconduct involving our
employees and other third parties that had any material adverse impact on our business and
results of operations during the Track Record Period and up to the Latest Practicable Date.
However, there can be no assurance that there will not be any such instances in the future. We
may be unable to prevent, detect or deter all instances of misconduct. Any misconduct
committed against our interests, which may include past acts that have gone undetected or
future acts, could subject us to financial losses, harm our reputation and may have a material
adverse effect on our business and financial condition.

Meanwhile, our risk management systems and internal control procedures are designed to
monitor our operations and overall compliance. However, we may be unable to identify
non-compliance or suspicious transactions promptly, or at all. Furthermore, it is not always
possible to detect and prevent fraud or other misconduct committed by our employees or third
parties, and the precautions we take to prevent and detect such activities may not be effective.
Therefore, we are subject to the risk that fraud or other misconduct may have previously
occurred but was undetected, or may occur in the future. This may materially and adversely
affect our business, financial condition and prospects.
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Our risk management and internal control systems may involve human errors or
mistakes.

Since our risk management and internal control systems depend on their implementation
by our employees, there can be no assurance that all of our employees will adhere to such
policies and procedures, and the implementation of such policies and procedures may involve
human errors or mistakes. Moreover, our growth and expansion may affect our ability to
implement stringent risk management and internal control policies and procedures as our
business evolves. If we fail to timely adopt, implement and modify, as applicable, our risk
management and internal control policies and procedures, our business, financial condition and
results of operations could be materially and adversely affected.

Our historical results may not be indicative of our future performance and our results of
operations, and we may not be able to manage future growth effectively.

Our business grew rapidly during the Track Record Period. Our revenue increased from
RMB190.4 million in 2022 to RMB204.7 million in 2023, and increased from RMB204.7
million in 2023 to RMB267.1 million in 2024. Our revenue further increased from RMB88.3
million in the five months ended May 31, 2024 to RMB104.9 million in the five months ended
May 31, 2025. Our net profit increased from RMB24.4 million in 2022 to RMB43.6 million in
2023, and increased from RMB43.6 million in 2023 to RMBS52.6 million in 2024. Our net profit
further increased from RMB14.5 million in the five months ended May 31, 2024 to RMB18.0
million in the five months ended May 31, 2025. Our historical growth and past results of
operations may not be indicative of our future performance. In addition, we cannot assure you
that we can successfully continue to implement our business model. These changes may not
achieve expected results and may have a material and adverse impact on our results of
operations and financial condition. We cannot assure you that we will be able to achieve similar
results or grow at the same rate as we have in the past, or at all. Rather than relying on our
historical operating and financial results to evaluate us, you should consider our business
prospects in light of the risks and difficulties we may encounter, including, among other things,
the market fluctuation of prices and demand for our products, our ability to ensure sufficient
supply of raw materials for production, our ability to provide high-quality products and our
ability to anticipate and adapt to changing market conditions. We may not be able to
successfully address these risks and difficulties, which could significantly harm our business,

results of operations and financial condition.

We recorded net operating cash outflows in the five months ended May 31, 2024. If we
continue to record net operating cash outflows in the future, we may face liquidity risks.

For the five months ended 31 May 2024, we recorded a net cash outflow from operating
activities of RMB24.6 million. While we actively seek to manage our working capital
requirements, we cannot assure investors that we will be able to align the timing and amounts
of our cash inflows with our payment obligations and other cash outflows. Consequently, we
may experience periods of net cash outflow in the future. Should our operations fail to generate
adequate cash flows, or if we are otherwise unable to secure sufficient funding to support our
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business activities, our liquidity position and overall financial condition could be materially
and adversely affected. We cannot guarantee the availability of sufficient cash from alternative
sources to meet our operational needs. In the event we need to pursue additional financing, this
would entail further costs, and there is no assurance that we will be able to obtain such

financing on commercially acceptable terms, or at all.

We recorded net current liabilities during the Track Record Period, and there is no
guarantee that we will not incur net current liabilities in the future, which may expose us
to liquidity risks, materially affecting our financial condition.

During the Track Record Period, we recorded net current liabilities of approximately
RMB22.5 million and RMB12.3 million as of December 31, 2022 and 2023, respectively. Our
net current liability position was primarily attributable to our trade and other payables, as well
as interest-breading bank and other borrowings. Although we recorded net current assets of
approximately RMB53.1 million and RMB87.8 million as of December 31, 2024 and May 31,
2025, respectively, we cannot assure you that we will not incur net current liabilities in the
future, which may expose us to liquidity risk. If we incur net current liabilities in the future
or if we encounter any liquidity issues in the future, our ability to make necessary capital
expenditure or develop business opportunities may be restricted, and our business, financial
condition and results of operations may be materially and adversely affected.

We face inventory obsolescence risks.

As of 31 December 2022, 2023 and 2024 and 31 May 2025, our inventories amounted to
RMB27.9 million, RMB41.2 million, RMB47.3 million and RMB68.1 million, respectively.
For the same periods, our inventory turnover days were 74 days, 95 days, 96 days and 130 days,
respectively. As our business expands, the scale of our inventories is expected to increase,
which may heighten the risk of inventory obsolescence. We cannot assure investors that we will
be able to maintain optimal inventory levels for our raw materials, work-in-progress and
finished goods. Our inventory management relies on internal forecasts of customer demand,
and any inaccuracies in these forecasts could expose us to significant risks. If our forecasted
demand exceeds actual demand, we may accumulate excess inventory, leading to elevated
holding costs, increased exposure to obsolescence or the need for write-offs. Conversely, if our
forecasted demand falls short of actual demand, we may experience stock shortages, resulting
in lost sales opportunities and potential erosion of market share to competitors. As such, any
failure to effectively manage our inventories could have a material adverse effect on our
business, financial condition and results of operations.

We are subject to credit risk in collecting the trade and bills receivables due from our
customers.

We generally require our customers to pay in advance of delivery. However, based on
their scale, fiscal condition, operational results and historical contractual performance, we
engaged in credit sales with certain customers during the Track Record Period and generally
granted credit terms of 30 to 60 days, with a maximum of 90 days. In addition, we allow certain
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customers to settle our receivables by bills issued by banks, which normally have a maturity
period of 180 days after the receiving date. As a result, for the years ended December 31, 2022,
2023 and 2024 and the five months ended May 31, 2025, our trade and bills receivables
turnover days were approximately 51 days, 61 days 65 days and 67 days, respectively. As of
December 31, 2022, 2023 and 2024 and May 31, 2025, we had recorded trade and bills
receivables of approximately RMB26.6 million, RMB42.3 million, RMB53.0 million and
RMB40.0 million, respectively, representing approximately 15.9%, 33.0%, 24.5% and 18.1%
of our total current assets, respectively. See “Financial Information — Working Capital —
Trade and Bills Receivables.”

If our customers’ creditworthiness declines or a substantial number fail to fully pay their
trade and bills receivables for any reason, we could face impairment losses, materially and
adversely affecting our business, financial condition and results of operations. Additionally,
payment delays from customers beyond their credit terms may also lead to impairment loss
provisions. There is no guarantee that we will fully recover our trade and bills receivables or
that payments will be made promptly.

We may not continue to enjoy preferential tax treatments or receive government grants.

Our results of operations and profitability are affected by changes in tax rates in the PRC.
We enjoy certain preferential income tax treatment. For example, our Company was certified
by the PRC government authorities as a High-tech Enterprise, and therefore enjoyed
preferential enterprise income tax rates of 15% from 2016 to the end of 2024. Our effective tax
rates may change from year to year due to the availability or expiration of any preferential tax
treatments. We cannot assure you that the policies on preferential tax treatment will not change
or that any preferential tax treatment we enjoy or will be entitled to enjoy will not be
terminated.

For the years ended December 31, 2022, 2023 and 2024 and the five months ended May
31, 2024 and 2025, we recorded government grants of RMBI1.1 million, RMB5.0 million,
RMB2.8 million, RMB0.6 million and RMBO0.3 million, respectively. We received these
government grants from local government authorities to support our daily operations. Most of
these government grants are non-recurring in nature. The award of government grants may be
discretionary and subject to certain selection criteria and procedures stipulated by the local
governments, which we may not qualify for in the future. There can be no assurance whether
and when we will be able to receive any such government grants in the future, or at all. In the
future, if we do not receive government grants at the same level as we did during the Track
Record Period, our profitability may be adversely affected.

We may incur impairment losses related to our mining rights and related assets, which
may adversely affect our results of operations.

Based on our accounting policy, our subsurface use rights are amortized using the
production method, based on Proved and Probable Ore Reserves, from the time of the
beginning of kaolin ore mining. The process of Reserve estimate is inherently uncertain and
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complex, and requires significant judgments and decisions based on available geological,
engineering and economic data. If the value of our mining rights is over-estimated, the
over-estimated amounts will be recognized as impairment losses, which in turn may have a
material adverse effect on our result of operations. The carrying amount of the property, plant
and equipment, including evaluation assets, is tested by us for impairment whenever facts and
circumstances indicate assets’ impairment in accordance with our accounting policy. Any
material decrease of our Ore Reserves may result in impairment on the carrying value of our
mining rights and related assets, and this may have a material adverse effect on our business,
financial condition and results of operations.

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

As the quality of our products is critical to the success of our businesses, we must
maintain an effective quality control system for our construction, production and other
operational activities. The effectiveness of our quality control system depends significantly on
a number of factors, including the design of the system and the related training programs, as
well as our ability to ensure that our employees adhere to our quality control policies and
guidelines.

Any failure or deterioration of our quality control systems could result in defects in our
projects or products, which in turn may subject us to contractual, product liability and other
claims. Any such claims, regardless of whether they are ultimately successful, could cause us
to incur significant costs, harm our business reputation and result in significant disruption to
our operations. Furthermore, if any such claims were ultimately successful, we could be
required to pay substantial monetary damages or penalties, which could have a material
adverse effect on our business, financial condition, results of operations and reputation.

Any negative publicity regarding our Company, Directors, employees or products,
regardless of its nature or veracity, could adversely affect our business.

As an established brand, our image is sensitive to the public’s perception of us as a
business in entirety, which includes not only the quality of our products, but also our corporate
management and culture. We cannot guarantee that no one will, intentionally or incidentally,
disseminate information about us, including the quality of our products, our internal
management matters and negative information about our management, that may result in
negative perception of us by the public. Although we have promptly taken clarification or
rectification measures when we faced negative publicity in the past, we cannot assure you that
such measures will always be effective in the future. Any negative publicity about our
Company, Directors, employees or products, regardless of nature or veracity, could lead to
potential loss of customers or investors’ confidence or difficulty in retaining or recruiting
talents that are essential to our business operations. As a result, our business, financial
condition, results of operations, reputation and prospects may be materially and adversely
affected.
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Negative publicity related to the kaolin industry, especially that concerning the
environmental impact of the production process, could materially and adversely affect
our business operations.

As of the Latest Practicable Date, our manufacturing facilities comply with the material
PRC laws and regulations applicable to our production. However, we cannot assure you that
our production and operation activities will not have an adverse impact on the local
environment or cause tension between us and the local community due to reasons that may be
beyond our control, including natural disasters, human negligence or errors during operation,
repair or maintenance. If any environmental-related accidents occur or our relationship with
the local community deteriorates, our business, financial condition, results of operations and
growth prospects may be adversely and materially affected.

In addition, our operations of the Shuoli Kaolin Mine and production of mullite products
may in the future experience negative reports and publicity in relation to their negative
environmental impacts and their tension with the local communities. In general, companies in
the kaolin industry may from time to time be subject to negative reports and publicity in
relation to their environmental impacts, which in turn may adversely affect our business
reputation. These reports and negative publicity have further caused NGOs, markets and
investors to form a negative impression of the kaolin mining process and our industry in
general. Regardless of whether such negative publicity can be substantiated by data and facts,
this may adversely impact our operations.

Our business depends on our ability to protect our intellectual property rights. Our
intellectual property rights may be infringed upon by third parties, and we may also be
exposed to intellectual property infringement and other claims by third parties, which, if
successful, could cause us to pay significant damage awards and incur other costs.

We rely primarily on a combination of our patents, trademarks and employee and
third-party confidentiality agreements to protect our intellectual property rights. As of the
Latest Practicable Date, we had 50 registered patents, 13 copyrights and four trademarks in the
PRC, and we are also in the process of applying for the registration of 18 patents. As of the
same date, we were not aware of any material violation or infringement of our patents,
trademarks and other intellectual property rights. However, we cannot assure you that
infringement of our intellectual property rights by other parties does not exist now or will not
occur in the future. To protect our intellectual property rights and maintain our competitive
advantage, we may engage in legal proceedings against parties who we believe are infringing
upon our intellectual property rights. Legal proceedings are often costly and may divert
management attention and other resources, including time and money, away from our business.
In certain situations, we may have to initiate legal proceedings in foreign jurisdictions, in
which case we are subject to additional risks as to the result of the proceedings and the amount
of damages that we can recover. In addition, we have no insurance coverage against litigation
costs and will have to bear all costs arising from such litigation to the extent that we are unable
to recover from other parties.
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Our success also depends on our ability to use, develop and protect our technology and
know-how without infringing the intellectual property rights of third parties. We cannot assure
you that we will not be subject to claims of infringement upon the intellectual property rights
of third parties. The validity and scope of any potential claims relating to our production
technology and know-how involve complex scientific, legal and factual questions and analysis
and, therefore, may be highly uncertain. The defense and prosecution of intellectual property
suits, patent opposition proceedings and related legal and administrative proceedings can be
both costly and time consuming, and may significantly divert the efforts and resources of our
technical and management personnel. An adverse determination in any such litigation or
proceedings to which we are a party may subject us to significant liability to third parties,
require us to seek licenses from third parties, pay ongoing royalties, or redesign our products
or subject us to injunctions prohibiting the manufacture and sale of our products or the use of
our technologies. Protracted litigation may also result in our customers or potential customers
deferring or limiting their purchase of our products until resolution of such litigation.

RISKS RELATING TO THE PRC

Changes in the economic, political and social conditions in the PRC may affect our
business, financial condition and results of operations.

All of our assets and operations are located in the PRC. Accordingly, our business,
financial condition and results of operations may be influenced by the general political,
economic and social conditions in the country where we operate. The PRC government has
implemented, and may continue to introduce, among others, various policies and measures to
encourage economic growth and guide the allocation of resources. The kaolin industry in the
PRC in general is affected by macro-economic factors, including national, regional and local
economic conditions, trade relationships and supply and demand dynamics. Changes in these
factors may have an adverse effect on our business, financial condition and results of
operations.

Our business is subject to various and developing laws and regulations. Any adverse
changes in the regulatory regime relating to the areas where we operate businesses may
limit our ability to provide product offerings, thereby affecting our business, financial
condition and results of operations.

The operations of our businesses are subject to various laws, rules and regulations at the
national and regional levels of China’s kaolin industry. Such laws, rules and regulations mainly
relate to the Company Law, the Production Safety Law, the Mineral Resource Law, the Rules
for the Implementation of the Mineral Resources Law and the Administrative Measures for the
Registration of Mineral Resources Exploitation, among other things. New laws or regulations
or developments to laws and regulations could impose additional compliance costs, reduce our
revenue and require us to change our operations to ensure compliance or otherwise change our
business.
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In recent years, the PRC government has, on many occasions, introduced new laws, rules
and regulations relevant to our businesses and amended or replaced the current applicable
regulations, requiring us to conduct business with newly enacted oversight and regulatory
compliance. Any developments in the applicable laws, rules and regulations could require us
to obtain newly enacted licenses, permits, approvals, or certificates, increase our operational
expenses or result in the invalidation of licenses, permits, approvals, or certificates we
currently have.

Newly promulgated laws and regulations may be subject to further variations in
application, interpretation and implementation. As a result, we may not become aware in a
timely manner that we have violated certain policies and rules. There can be no assurance that
we can adapt to the developments in the regulatory environment swiftly enough or in a
cost-efficient manner, failure of which may adversely affect our operations and lead to
substantial compliance costs. Meanwhile, we may need to implement changes in our facilities,
equipment, personnel, or services to comply with the latest laws and regulations in light of
developments in the regulatory environment, and such may increase our capital expenditures
and operating expenses, thereby adversely affecting our business, financial condition and
results of operations.

The remittance of Renminbi into and out of the PRC and governmental regulations on
currency conversion may affect our ability to pay dividends and other obligations.

The PRC government regulates the convertibility of Renminbi into foreign currencies. We
receive most of our revenue in Renminbi. We also have a small amount of export revenue
denominated in US dollars. We may convert a portion of our revenue into other currencies to
meet our foreign currency obligations. Shortages in the availability of foreign currency may
affect our ability to remit sufficient foreign currency or otherwise satisfy our foreign
currency-denominated obligations.

Under the existing PRC foreign exchange regulations, payments of current account items,
including profit distributions, interest payments and trade and service-related foreign exchange
transactions, can be made in foreign currencies without prior SAFE approval by complying
with certain procedural requirements. However, approval from or registration with competent
government authorities is required where Renminbi is to be converted into foreign currency
and remitted out of China to pay capital expenses such as the repayment of loans denominated
in foreign currencies. If we are unable to convert Renminbi into foreign currencies for any of
the aforementioned purposes in compliance with PRC foreign exchange regulations, our ability
to pay dividends and fulfil other foreign currency obligations may be adversely impacted.
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We are a PRC enterprise and we are subject to PRC tax on our global income, and any
dividends paid to investors and gains on the sale of our H Shares by our investors may be
subject to PRC tax.

As a PRC-incorporated company, under applicable PRC tax laws, we are subject to a tax
of up to 25% on our global income. Under applicable PRC tax laws, regulations and statutory
documents, non-PRC resident individuals and enterprises are subject to different tax
obligations with respect to dividends received from us or gains realized upon the sale or other
disposition of our H Shares.

Non-PRC individuals are generally subject to PRC individual income tax under the
Individual Income Tax Law of the PRC ( {H13E A RILFNEE AFTSHii%) ) with respect to
PRC source income or gains at a rate of 20%. We are required to withhold related tax from
dividend payments paid to non-PRC resident individuals, unless specifically exempted by the
tax authority of the State Council or reduced or eliminated by an applicable tax treaty. Pursuant
to the Circular on Questions Concerning the Collection of Individual Income Tax Following the
Repeal of Guo Shui Fa [1993] No. 045 ( BRI BB 5519931045 5% 304455 154 B8 A {584
TR ET) ) (Guo Shui Han [2011] No. 348) (EIBL[2011]3485%) dated June 28, 2011,
issued by the SAT, dividends paid to non-PRC resident individual holders of H Shares are
generally subject to individual income tax of the PRC at the withholding tax rate of 10%,
depending on whether there is any applicable tax treaty between the PRC and the jurisdiction
in which the non-PRC resident individual holder of H Shares resides as well as the tax
arrangement between the PRC and Hong Kong. Non-PRC resident individual holders who
reside in jurisdictions that have not entered into tax treaties with the PRC are subject to a 20%
withholding tax on dividends received from us. However, pursuant to the Circular Declaring
that Individual Income Tax Continues to be Exempted over Income of Individuals from
Transfer of Shares (< [BHAM \HEEEE 5% 52 Fr 7548 4887 S OISR A TSR 948 1) ) issued by the
MOF of the PRC and the SAT on March 30, 1998, gains of individuals derived from the transfer
of listed shares of enterprises may be exempt from individual income tax. In addition, on
December 31, 2009, the MOF, the SAT and the CSRC jointly issued the Circular on Relevant
Issues Concerning the Collection of Individual Income Tax over the Income Received by
Individuals from Transfer of Listed Shares Subject to Sales Limitation ( <BiME A #EE i
23w BRAE I P Al I8 AT A3 B A B LRG3 A1) ) (Cai Shui [2009] No. 167) (4 7i[2009]1167
%) which states that individuals’ income from the transfer of listed shares on certain domestic
exchanges shall continue to be exempted from individual income tax, except for the relevant
shares which are subject to sales restrictions as defined in the Supplementary Circular on
Relevant Issues Concerning the Collection of Individual Income Tax over the Income Received
by Individuals from Transfer of the Listed Shares Subject to Sales Limitations ( B A
ol T2 ] PR JB T AR R (B BT A5 B A B ) R RO A 7248 K1) ) (Cai Shui [2010] No. 70) (3t
Fi[2010]70%E). As of the Latest Practicable Date, the aforesaid provision has not expressly
provided that individual income tax shall be collected from non-PRC resident individuals on
the sale of shares of PRC resident enterprises listed on overseas stock exchanges. To our
knowledge, in practice, the PRC tax authorities have not sought to collect individual income
tax from non-PRC resident individuals on gains from the transfer of listed shares of PRC
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resident enterprises on overseas stock exchanges. However, there is no assurance as to whether
further implemented laws, regulations, or practices in the future would result in levying income
tax on non-PRC resident individuals on gains from the sale of H shares.

Pursuant to the EIT Law and its implementing rules and Notice on the Issues concerning
Withholding the Enterprise Income Tax on the Dividends Paid by Chinese Resident Enterprises
to H-share Holders Which Are Overseas Non-resident Enterprises ( B H1 8 J& R A2 m1 55 4h
HE T Ja R A SRR B LS A AU SE P B AT B B A48 0) ) (Guo Shui Han [2008]
No. 897) (EIFLEK[2008]18975%), issued by the SAT, non-PRC resident enterprises that do not
have establishments or premises in the PRC, or that have establishments or premises in the
PRC but their income is not related to such establishments or premises, are subject to PRC EIT
at the rate of 10% on dividends received from PRC companies and gains realized upon
disposition of equity interests in such PRC companies, which may be reduced or eliminated
under special arrangements or applicable treaties between the PRC and the jurisdiction where
the non-resident enterprise resides. Pursuant to applicable regulations, we intend to withhold
tax at a rate of 10% from dividends paid to non-PRC resident enterprise holders of our H
Shares (including HKSCC Nominees and payments through CCASS). Non-PRC resident
enterprises that are entitled to be taxed at a reduced rate under an applicable income tax treaty
will be required to apply to the PRC tax authorities for a refund of any amount withheld in
excess of the applicable treaty rate, and payment of any such refund will be subject to the PRC
tax authorities’ verification. As of the Latest Practicable Date, there were no specific rules on
how to levy tax on gains realized by non-resident enterprise holders of H Shares through the
sale or transfer by other means of H Shares.

If any PRC income tax is collected from the transfer of our H Shares or on dividends paid
to our non-PRC resident investors, the value of your investment in our H Shares may be
affected.

Payment of dividends is subject to restrictions under PRC law and regulations.

Under PRC law and regulations, we may only pay dividends out of distributable profits.
Distributable profits are our after-tax profits as determined under PRC GAAP or IFRS,
whichever is lower, less any recovery of accumulated losses and appropriations to statutory and
other reserves that we are required to make. As a result, we may not have sufficient or any
distributable profit to enable us to make dividend distributions to our Shareholders, including
in periods for which our financial statements indicate we are profitable. Any distributable
profit not distributed in a given year is retained and available for distribution in subsequent
years.
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Investors may have limited recourse in effecting services of legal process or enforcing
overseas judgments against us or our directors, supervisors and executive officers who
reside in the PRC, depending on the degree of judicial cooperation between the
jurisdiction where the investors are located and the legal jurisdiction of China.

We are a company incorporated under the laws of the PRC and all of our assets are located
in the PRC. The majority of our Directors, Supervisors and senior management reside within
the PRC. The assets of these Directors, Supervisors and senior management also may be
located within the PRC. As a result, it may be difficult and time-consuming to effect service
of process upon our Directors, Supervisors and senior management outside the PRC. Moreover,
investors may also experience difficulties in enforcing judgments due to lack of reciprocal
recognition and enforcement of judicial rulings and awards of other jurisdictions.

Furthermore, although we will be subject to the Listing Rules and the Codes on Takeovers
and Mergers and Share Repurchases of Hong Kong upon the listing of our H Shares on the
Stock Exchange, the holders of the H Shares will not be able to bring actions on the basis of
violations of the Listing Rules and must rely on the Stock Exchange to enforce its rules. The
Listing Rules and the Codes on Takeovers and Mergers and Share Repurchases of Hong Kong
do not have the force of law, and provide only standards of commercial conduct considered
acceptable for takeover and merger transactions and share repurchases in Hong Kong.

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

On February 17, 2023, the CSRC released the Trial Administrative Measures for Overseas
Securities Offering and Listing by Domestic Companies ( 3% A4 ZE3 M1 76 F2 A b i 45 51
FATHEE) ) (the “Overseas Listing Trial Measures”) and five relevant guidelines, which
became effective on March 31, 2023. Pursuant to the Overseas Listing Trial Measures, PRC
domestic companies which, after the overseas offering and listing, offer subsequent securities
in the same overseas market or conduct offering and listing in other overseas markets (the
“Future Offerings”), either directly or indirectly, shall complete the filing procedures of, and
report relevant information to, the CSRC. See “Regulatory Overview — Laws and Regulations
Relating to Overseas Securities Offering and Listing by Domestic Companies.”

Based on the foregoing, for the Future Offerings after the proposed Listing, we may be
required to comply with the filing procedures of the CSRC. It is uncertain whether we can, or
how long it will take us to, complete filings procedures in connection with the Future
Offerings.
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Fluctuations in exchange rates may result in foreign currency exchange losses.

Fluctuations in exchange rates between the Renminbi and the Hong Kong dollar, the U.S.
dollar and other currencies may be affected by, among other things, changes in the PRC’s
political and economic conditions, as well as international economic and political
developments. It is difficult to predict how market forces or government policies may impact
the exchange rate between the Renminbi and the Hong Kong dollar, the U.S. dollar or other
currencies in the future.

The proceeds from the Global Offering will be received in Hong Kong dollars. As a result,
any appreciation of the Renminbi against the Hong Kong dollar may result in a decrease in the
value of our proceeds from the Global Offering. Conversely, any depreciation of the Renminbi
may adversely affect the value of, and any dividends payable on, the H Shares in foreign
currency. In addition, there are limited instruments available for us to reduce our foreign
currency risk exposure at reasonable cost. Furthermore, we are also currently required to obtain
the SAFE’s local branch’s registration and open a specialized foreign exchange account for
overseas listing before converting significant sums of foreign currencies into Renminbi. All of
these factors could materially and adversely affect our business, financial condition, results of
operations and prospects, and could reduce the value of, and dividends payable on, the H
Shares in foreign currency terms.

RISKS RELATING TO THE GLOBAL OFFERING

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

Prior to the Global Offering, there has been no public market for our H Shares. The Offer
Price for our H Shares was the result of negotiations among us and the Overall Coordinators
and the Joint Global Coordinators (for themselves and on behalf of the Underwriters), and the
Offer Price may differ significantly from the market price for the H Shares following the
Global Offering. We have applied to list and deal in the Shares on the Stock Exchange. We
cannot assure you that the Global Offering will result in the development of an active, liquid
public trading market for the H Shares. In addition, the price and trading volumes of the H
Shares may be volatile. The following factors may affect the trading volume and market price
of our H Shares: (i) actual or anticipated fluctuations in our operating and financial results,
such as turnover, earnings and cash flow; (ii) changes in earnings estimate or recommendations
by financial analysts; and general market conditions or other developments affecting us or our
industry; (iii) potential litigation or regulatory investigations; (iv) the operating and stock price
performance of other companies, other industries and other events or factors beyond our
control; and (v) the release of lock-up or other transfer restrictions on our outstanding H Shares
or sales or perceived sales of additional H Shares by us or other Shareholders.
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Moreover, the securities market has from time to time experienced significant price and
volume fluctuations that were unrelated or not directly related to the operating performance of
the underlying companies. Such fluctuations, whether caused by market, industry or political
factors, may materially and adversely affect the market price and trading volume of our Shares.

The market price and trading volume of our H Shares may be volatile, which could result
in substantial losses for investors who purchase our H Shares in the Global Offering.

The market price and trading volume of our H Shares may be highly volatile. Several
factors, some of which are beyond our control, could cause large and sudden changes to the
market price and trading volume at which our H Shares will trade, such as: (i) variations in our
revenue, earnings and cash flow; (ii) announcement of new investments, strategic alliances or
acquisitions; (iii) any unexpected business interruptions resulting from natural disasters or
power shortages; (iv) any major changes in our key personnel or senior management; (v) our
inability to obtain or maintain regulatory approval for our operations; (vi) our inability to
compete with our competitors effectively; (vii) political, economic, financial and social
developments; (viii) fluctuations in market prices for our products or raw materials; or (ix) the
removal of the restrictions on H share transactions.

The Stock Exchange and other securities markets have, from time to time, experienced
significant price and trading volume volatility that is not related to the operating performance
of any particular company. This volatility may also materially and adversely affect the market
price of our H Shares.

Purchasers of our H Shares will experience immediate dilution and may experience
further dilution if we issue additional H Shares in the future.

The Offer Price of the H Shares is higher than the net tangible book value per H Share
immediately prior to the Global Offering. Therefore, purchases of the H Shares in the Global
Offering will experience an immediate dilution in pro forma net tangible book value, and our
existing Shareholders will receive an increase in the pro forma adjusted net tangible asset value
per H Share of their H Shares. In addition, holders of our H Shares may experience further
dilution of their interests if we obtain additional capital in the future through equity offerings.

Sales or expected sales of large amounts of our H Shares or other securities relating to our
H Shares in the public market could adversely affect the market price of our H Shares.

Future sales by our Shareholders of substantial amounts of our H Shares or other
securities relating to our H Shares in the public markets after the Global Offering, or the
perception that these sales may occur, could adversely affect market prices of our H Shares
prevailing from time to time.
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In addition, Domestic Shares may be converted into H Shares after Listing subject to
relevant laws and regulations and approvals. See “Information about this Prospectus and the
Global Offering — Restrictions on Offer and Sale of the Offer Shares.” After these restrictions
lapse, the market price of our H Shares may decline as a result of future sales of substantial
amounts of our H Shares or other securities relating to our H Shares in the public market, the
issuance of new H Shares or other securities relating to our H Shares, the conversion of
substantial amounts of Domestic Shares into H Shares or the perception that such sales,
conversion or issuances may occur. This could also adversely affect our ability to raise capital
at a time and at a price we deem appropriate.

In addition, our Shareholders may experience dilution in their holdings when we issue
additional securities in future offerings. New equity or equity-linked securities issued by us
may also confer rights and privileges that take priority over those conferred by the H Shares.

There can be no assurance if and when we will pay dividends in the future.

We cannot assure you when, if and in what form or size we will pay dividends in the
future. Our Board of Directors determines the frequency and amount of dividend distributions
mainly based on our results of operations, cash flow and financial position, capital adequacy
ratios, business prospects, regulatory restrictions on the payment of dividends and other factors
that our Board of Directors deems relevant. See “Financial Information — Dividends and
Dividend Policy.” We may not be able to have sufficient or any profits to enable us to make
dividend distributions to our Shareholders in the future, even if our financial statements
indicate that our operations have been profitable. As a result of the above, we are not able to
guarantee that we will make any dividend payments on our H Shares in the future.

Our Controlling Shareholders may exert substantial influence over our operations and
may not act in the best interests of our other Shareholders.

Our Controlling Shareholders have substantial influence over our business and
operations, including matters relating to management and policies, decisions in relation to
acquisitions, expansion plans, business consolidation, the sale of all or substantially all of our
assets, nomination of directors, dividends or other distributions, as well as other significant
corporate actions. The concentration of voting power and the substantial influence of our
Controlling Shareholders over our Company may discourage, delay or prevent a change in
control of our Company, which could deprive other Shareholders of an opportunity to receive
a premium for their H Shares as part of a sale of our Company and reduce the price of our H
Shares. In addition, the interests of our Controlling Shareholders may differ from the interests
of our other Shareholders. Subject to the Listing Rules, our Articles of Association and other
applicable laws and regulations, our Controlling Shareholders will continue to have the ability
to exercise substantial influence over us and to cause us to enter into transactions or take, or
fail to take, actions or make decisions which conflict with the best interests of our other
Shareholders.
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Forward-looking statements contained in this prospectus are subject to risks and
uncertainties.

This prospectus contains certain statements and information that are forward-looking and
uses forward-looking terminology such as ‘“anticipate,” “believe,” “could,” “going forward,”
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seek,” “expect,” “may,” “ought to,

99

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

are qualified by reference to this cautionary statement.

We have not independently verified certain facts, forecasts and other statistics obtained
from various government publications contained in this prospectus.

We have derived certain facts, forecasts and statistics in this prospectus relating to China,
Hong Kong and their respective economies, as well as the kaolin industry, from various
government publications. While we have taken reasonable care in the reproduction of this
information, neither we nor any other parties involved in the Global Offering have prepared or
independently verified these facts, forecasts and government statistics, which may not be
prepared on a comparable basis or may not be consistent with other information compiled
within or outside of China.

Due to possibly flawed or ineffective collection methods or discrepancies between
published information and market practice and other problems, the statistics derived from
government publications herein may be inaccurate or may not be comparable with statistics
produced relating to other economies, and therefore we cannot assure you of the accuracy or
reliability of the information derived from government publications. Accordingly, you should
not place undue reliance on such information as a basis for making your investment in our H
Shares.
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You should read the entire prospectus carefully and we strongly caution you not to place
any reliance on any information contained in press articles and/or other media regarding
us, our business, our industry and/or the Global Offering.

We may be subject to press and media coverage prior to the publication of this prospectus,
and subsequent to the date of this prospectus but prior to the completion of the Global Offering.
The Global Offering may include certain financial information, industry comparisons, profit
forecasts and other information about us that does not appear in this prospectus.

You should rely solely upon the information contained in this prospectus and any formal
announcements made by us in Hong Kong in making your investment decision regarding the
Global Offering. We do not accept any responsibility for the accuracy or completeness of any
information reported by the press or other media, nor the fairness or appropriateness of any
forecasts, views or opinions expressed by the press or other media regarding ourselves or the
Global Offering.

We make no representation as to the appropriateness, accuracy, completeness or
reliability of any such information, reports or publications. Accordingly, prospective investors
should not rely on any such information, reports or publications in making their investment
decisions regarding the Global Offering.

In making their decisions as to whether to purchase our H Shares, prospective investors
in the Global Offering should only rely on the financial, operational and other information
included in this prospectus. By applying to purchase our H Shares in the Global Offering, you
will be deemed to have agreed that you will not rely on any information other than that
contained in this prospectus.
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WAIVERS FROM STRICT COMPLIANCE WITH LISTING RULES

In preparation of the Global Offering, we have sought the following waivers from strict

compliance with certain provisions of the Listing Rules.
WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

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

Given that (i) our core business operations are principally located, managed and
conducted in the PRC under the supervision of executive Directors and senior management;
and (ii) our executive Directors and senior management principally reside in the PRC, our
Company considers that it would be more practical for the executive Directors and senior
management of our Company to remain ordinarily resident in the PRC where our Company has
substantial operations. For the above reasons, we do not have, and do not contemplate in the
foreseeable future that we will have sufficient management presence in Hong Kong for the
purpose of satisfying the requirement under Rule 8.12 of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted us, a waiver from strict compliance with Rule 8.12 of the Listing Rules. We will ensure
that there are adequate and efficient arrangements to achieve regular and effective
communication between us and the Stock Exchange as well as compliance with the Listing
Rules by way of the following arrangements:

(a) we have appointed Mr. Zhang Kuang (5%f%) and Ms. Sze Suet Ling (iiZ5¥%) (“Ms.
Sze”) as the authorized representatives (the “Authorized Representatives”) for the
purpose of Rule 3.05 of the Listing Rules, who will act as our principal channel of
communication with the Hong Kong Stock Exchange and would be readily
contactable by phone and email to deal promptly with enquiries from the Hong Kong
Stock Exchange. The Authorized Representatives possess valid travel documents
and are able to renew such travel documents when they expire in order to visit Hong
Kong, and accordingly, they will be available to meet with the Hong Kong Stock
Exchange to discuss any matters on short notice;

(b) to facilitate communication with the Stock Exchange, we have provided the
Authorized Representatives and the Stock Exchange with the contact details of our
Directors (i.e. mobile phone number, office phone number, email address and fax
number (as applicable)). In the event that any of our Director expects to travel or
otherwise be out of office, he or she will provide the phone number of the place of
his/her accommodation to the Authorized Representatives, so that the Authorized
Representatives would be able to contact all our Directors (including the proposed
independent non-executive Directors) promptly at all times if and when the Hong
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(c)

Kong Stock Exchange wishes to contact our Directors. To the best of our knowledge
and information, each Director who is not ordinarily resident in Hong Kong
possesses or can apply for valid travel documents to visit Hong Kong and can meet
with the Stock Exchange within a reasonable period after requested by the Stock
Exchange; and

we have appointed Guoyuan Capital (Hong Kong) Limited and Goldlink Capital
(Corporate Finance) Limited as our joint compliance advisors (the “Joint
Compliance Advisors”) in compliance with Rule 3A.19 of the Listing Rules. The
Joint Compliance Advisors will, among other things and in addition to the
Authorized Representatives, provide us with professional advice on continuing
obligations under the Listing Rules and act as additional channel of communication
of our Company with the Stock Exchange during the period from the Listing Date
to the date on which our Company complies with Rule 13.46 of the Listing Rules in
respect of its financial results for the first full financial year immediately after the
Listing. The Joint Compliance Advisors will be available to answer enquiries from
the Stock Exchange and will act as an additional channel of communication with the
Stock Exchange when the Authorized Representatives are not available.

WAIVER IN RELATION TO JOINT COMPANY SECRETARIES

Rule 8.17 of the Listing Rules provides that our Company must appoint a company

secretary who satisfies the requirements under Rule 3.28 of the Listing Rules. According to

Rule 3.28 of the Listing Rules, our Company must appoint an individual, who, by virtue of her

academic or professional qualifications or relevant experience, is, in the opinion of the Stock

Exchange, capable of discharging the functions of 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:

(@)

(b)

(©)

a member of The Hong Kong Chartered Governance Institute;

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

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

In addition, pursuant to Note 2 to Rule 3.28 of the Listing Rules, in assessing “relevant

experience”, the Stock Exchange will consider the individual’s:

(@)

(b)

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

familiarity with the Listing Rules and other relevant laws and regulations including
the Securities and Futures Ordinance, Companies Ordinance, Companies (Winding
Up and Miscellaneous Provisions) Ordinance and the Takeovers Code;
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(c) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(d) professional qualifications in other jurisdictions.

We have appointed Mr. Wang Wei (T#%) (“Mr. Wang”) as one of the joint company
secretaries of our Company. Mr. Wang currently severs as the Board secretary, Deputy General
Manager and Chief Financial Officer of the Company and has substantial experience in
handling corporate, legal and regulatory compliance and administrative matters but does not
process any of the qualifications under Rules 3.28 and 8.17 of the Listing Rules and may not
be able to solely fulfill the requirements of the Listing Rules. Therefore, our Company has
appointed Ms. Sze Suet Ling (“Ms. Sze”), who fully meets the requirements stipulated under
Rules 3.28 and 8.17 of the Listing Rules to act as one of our joint company secretaries and to
provide assistance to Mr. Wang for an initial period of three years from the Listing Date to
enable Mr. Wang to acquire the “relevant experience” under Note 2 to Rule 3.28 of the Listing
Rules so as to fully comply with the requirements set forth under Rules 3.28 and 8.17 of the
Listing Rules. See “Directors, Supervisors and Senior Management” in this prospectus for
further biographical details of Mr. Wang and Ms. Sze. The following arrangements have been,
or will be, put in place to assist Mr. Wang in acquiring the qualifications and experience as the
company secretary of our Company required under Rule 3.28 of the Listing Rules:

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

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

(c) Ms. Sze will assist Mr. Wang to enable him to acquire the relevant experience (as
required under Rule 3.28 of the Listing Rules) to discharge the duties and
responsibilities as the company secretary of our Company;

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

meetings;
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(e) Prior to the expiry of Mr. Wang’s initial term of appointment as the company
secretary of our Company, we will evaluate his experience in order to determine if
she has acquired the qualifications required under Rules 3.28 of the Listing Rules,
and whether on-going assistance should be arranged so that Mr. Wang’s appointment
as the company secretary of our Company continues to satisfy the requirements
under Rules 3.28 and 8.17 of the Listing Rules; and

(f) The Company has appointed Guoyuan Capital (Hong Kong) Limited and Goldlink
Capital (Corporate Finance) Limited as its Joint Compliance Advisors pursuant to
Rule 3A.19 of the Listing Rules which will act as the additional communication
channel with the Stock Exchange (for a period commencing on the Listing Date and
ending on the date on which the Company complies with Rule 13.46 of the Listing
Rules in respect of its financial results for the first full financial year after the
Listing Date, or until the engagement is terminated, whichever is earlier) and
provide professional guidance and advice to the Company (including Mr. Wang) as
to the compliance with the Listing Rules and all other applicable laws and
regulations.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted us, a waiver from strict compliance with Rules 3.28 and 8.17 of the Listing Rules. Such
waiver will be revoked immediately if and when (i) Mr. Wang ceases to be assisted by a person
with qualifications under Rules 3.28 and 8.17 of the Listing Rules, or (ii) if there are material
breaches of the Listing Rules by us. We will liaise with the Stock Exchange before the end of
the three-year period to enable it to assess whether Mr. Wang, having had the benefit of Ms.
Sze’s assistance for three years, will have acquired relevant experience within the meaning of
Rule 3.28 of the Listing Rules so that a further waiver will not be necessary.

CONTINUING CONNECTED TRANSACTIONS

We have entered into certain transactions which will constitute continuing connected
transactions for the Company under the Listing Rules after Listing. We have applied to the
Stock Exchange for, and the Stock Exchange has granted us, a waiver from strict compliance
with (i) the announcement requirements under Chapter 14A of the Listing Rules in respect of
the continuing connected transactions as disclosed in “Connected Transactions — Non-exempt
continuing connected transactions (subject to reporting, annual review and announcement
requirements)”; and (ii) the announcement, circular and independent Shareholders’ approval
requirements under Chapter 14A of the Listing Rules in respect of the continuing connected
transactions as disclosed in “Connected Transactions — Non-exempt continuing connected
transactions (subject to reporting, annual review, announcement, circular and independent
Shareholders’ approval requirements)”. For more information, see “Connected Transactions.”
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This Prospectus, for which our Directors (including any proposed Director who is named
as such in this Prospectus) collectively and individually accept full responsibility, includes
particulars given in compliance with the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules and the Listing
Rules for the purpose of giving information to the public with regard to the Company.

Our Directors, having made all reasonable enquiries, confirm that, to the best of their
knowledge and belief, the information contained in this Prospectus is accurate and complete in
all material respects and not misleading or deceptive, and there are no other matters the
omission of which would make any statement in this Prospectus misleading.

CSRC FILING

On October 16, 2025, the CSRC has issued a notification on our Company’ completion
of the PRC filing procedures for the listing of our H Shares on the Stock Exchange and the
Global Offering. In completing such filing procedure, the CSRC accepts no responsibility for
our financial soundness, nor for the accuracy of any of the statements made or opinions
expressed in this prospectus.

As advised by our PRC Legal Advisor, our Company has completed all necessary filings
with the CSRC in the PRC in relation to the Global Offering and the Listing.

UNDERWRITING AND INFORMATION ON THE GLOBAL OFFERING

This Prospectus is published solely in connection with the Hong Kong Public Offering,
which forms part of the Global Offering. The Global Offering comprises the Hong Kong Public
Offering of initially 2,430,000 H Shares and the International Offering of initially 21,870,000
H Shares (subject, in each case, to reallocation on the basis referred to under the section headed
“Structure of the Global Offering” in this Prospectus).

The listing of our Shares on the Stock Exchange is sponsored by the Joint Sponsors and
the Global Offering is managed by the Overall Coordinators. The Hong Kong Public Offering
is fully underwritten by the Hong Kong Underwriters pursuant to the Hong Kong Underwriting
Agreement. The International Underwriting Agreement relating to the International Offering is
expected to be entered into on or around Monday, December 1, 2025. Further information
regarding the Underwriters and the Underwriting Agreements are set out in the section headed
“Underwriting” in this Prospectus.

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

Neither the delivery of this Prospectus nor any subscription or acquisition made under it
shall, under any circumstances, constitute a representation that there has been no change or
development reasonably likely to involve a change in our affairs since the date of this
Prospectus or imply that the information contained in this Prospectus is correct as of any date

subsequent to the date of this Prospectus.

Further information regarding the structure of the Global Offering, including its
conditions, are set out in the section headed “Structure of the Global Offering,” and the
procedures for applying for our Hong Kong Offer Shares are set out in the section headed “How
to Apply for the Hong Kong Offer Shares™ in this Prospectus.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

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

this Prospectus.

No action has been taken to permit a public offering of the Offer Shares in any
jurisdiction other than Hong Kong, and no action has been taken to permit the distribution of
this Prospectus in any jurisdiction other than Hong Kong. Accordingly, without limitation to
the following, this Prospectus may not be used for the purpose of, and does not constitute, an
offer or invitation in any jurisdiction or in any circumstances in which such an offer or
invitation is not authorized or to any person to whom it is unlawful to make such an offer or
invitation. The distribution of this Prospectus and the offering and sales of the Offer Shares in
other jurisdictions are subject to restrictions and may not be made except as permitted under
the applicable securities laws of such jurisdictions pursuant to registration with or
authorization by the relevant securities regulatory authorities or an exemption therefrom. In
particular, the Hong Kong Offer Shares have not been publicly offered or sold, directly or
indirectly, in the PRC or the United States.

Persons applying for or purchasing H Shares under the Global Offering are deemed, by
their making an application or purchase, to have represented that they are not associates of any
of our Directors, Supervisors or existing Shareholder or a nominee of any of the foregoing.
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APPLICATION FOR LISTING OF THE H SHARE ON THE STOCK EXCHANGE

We have applied to the Stock Exchange for the granting of the listing of, and permission
to deal in, the H Shares to be issued by us pursuant to the Global Offering (including any
Shares which may be issued pursuant to the exercise of the Over-Allotment Option) and the H
Shares to be converted from the Unlisted Shares.

Dealings in the H Shares on the Stock Exchange are expected to commence on
Wednesday, December 3, 2025. Saved as disclosed in this prospectus and that our Domestic
Shares are listed on the NEEQ, no part of our share capital was listed on or dealt in on any other
stock exchange and no such listing or permission to list was being or proposed to be sought on
the Stock Exchange or any other stock exchange as of the date of this Prospectus. All the Offer
Shares will be registered on our H Share register of members in order to enable them to be
traded on the Stock Exchange.

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

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisers as to the taxation implications of subscribing for, purchasing, holding or disposal of,
and/or dealing in the Offer Shares or exercising rights attached to them. None of us, the Joint
Sponsors, the Overall Coordinators, the Joint Global Coordinators, the Joint Bookrunners, the
Joint Lead Managers, and the Capital Market Intermediaries, any of their respective directors,
officers, employees, partners, agents, advisers or representatives or any other person or party
involved in the Global Offering accepts responsibility for any tax effects on, or liabilities of,
any person resulting from the subscription, purchasing, holding, disposition of, or dealing in,
the Offer Shares or exercising any rights attached to them.

OVER-ALLOTMENT OPTION AND STABILIZATION

Details of the arrangements relating to the Over-Allotment Option and stabilization are
set out under the sections headed “Underwriting” and “Structure of the Global Offering” in this
Prospectus.

H SHARE REGISTER OF MEMBERS AND HONG KONG STAMP DUTY

All of the H Shares issued pursuant to applications made in the Hong Kong Public
Offering will be registered on our H Share register of members to be maintained in Hong Kong
by our H Share Registrar, Computershare Hong Kong Investor Services Limited, 46th Floor,
Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong. Our principal register of
members will be maintained by us at our head office in the PRC.
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Dealings in the H Shares registered in our H Share register of members will be subject
to the Hong Kong stamp duty. See “Statutory and General Information — 6. Other Information
— H. Taxation of Holders of H Share” in Appendix VIII to this Prospectus. Investors should
seek professional tax advice for further details of Hong Kong stamp duty.

Unless otherwise determined by our Board, dividends will be paid to Shareholders whose
names are listed on our H Share register of members in Hong Kong, by ordinary post, at the
Shareholders’ risk in Hong Kong dollars to the registered address of each Shareholder.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Offer Shares on the
Stock Exchange and our compliance with the stock admission requirements of HKSCC, the H
Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement
in CCASS with effect from the date of commencement of dealings in the H Shares on the Stock
Exchange or any other date as determined by HKSCC. Settlement of transactions between
participants of the Stock Exchange is required to take place in CCASS on the second settlement
day after any trading day. All activities under CCASS are subject to the General Rules of
HKSCC and the HKSCC Operational Procedures in effect from time to time. All necessary
arrangements have been made for the H Shares to be admitted into CCASS.

Investors should seek the advice of their stockbrokers or other professional advisers for
details of the settlement arrangements and how such arrangements will affect your rights and

interests as such arrangements may affect their rights and interests.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

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

STRUCTURE OF THE GLOBAL OFFERING

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

LANGUAGE

If there is any inconsistency between this Prospectus and the Chinese translation of this
Prospectus, this Prospectus shall prevail. However, the English names of the PRC nationals,
entities, departments, facilities, certificates, titles, laws, regulations and the like are
translations of their Chinese names and are included for identification purposes only. If there
is any inconsistency, the Chinese name prevails.
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ROUNDING

Certain amounts and percentage figures included in this Prospectus have been subject to
rounding adjustments, or have been rounded to one or two decimal places. Any discrepancies
in any table, chart or elsewhere between totals and sums of amounts listed therein are due to
rounding.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations of certain RMB
amounts into Hong Kong dollars at specified rates.

Unless we indicate otherwise, the translation of Renminbi into Hong Kong dollars and
vice versa, in this prospectus was made at the following rate set by the PBOC prevailing on
the Latest Practicable Date:

HK$1.00 : RMBO0.9115

No representation is made that any amounts in HK$ can be or could have been converted
at the relevant dates at the above rates or any other rates at all.

MARKET SHARE DATA CONVENTION

The statistical and market share information contained in this Prospectus has been derived
from official government publications and other sources, including information or data
provided by Frost & Sullivan. Unless otherwise indicated, the information has not been
verified by us independently. This statistical information may not be consistent with other
statistical information from other sources within or outside the PRC. While reasonable caution
has been made in the process of reproducing the data and statistics extracted from such official
government publications or other sources, our Company, the Joint Sponsors, the Overall
Coordinators, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers,
the Underwriters, any of our and their respective directors, supervisors, officers,
representatives, employees, advisers or any other persons or parties involved in the Global
Offering make no representation to the appropriateness, accuracy, completeness or reliability
of any such statistical and market share information.
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For further information on our Directors and Supervisors, see “Directors, Supervisors

and Senior Management” of this prospectus.

DIRECTORS

Name Address Nationality
Executive Directors

Mr. Zhang Kuang (3R7%) Room 602, Building 21 Chinese
Phase II, Emerald Island
Xiangshan District, Huaibei
Anhui Province, PRC

Ms. Wang Yuli (EEEE) Room 802, Unit 1, Building 11 Chinese
Guogou Plaza C Area
Xiangshan District, Huaibei
Anhui Province, PRC

Ms. Chen Yan (Iﬁ%@) Room 301, Unit 1, Building 2 Chinese
No. 93 Huaihaizhong Road
Xiangshan District, Huaibei
Anhui Province, PRC

Non-executive Director

Mr. Jiao Daojie (FEEAH) Room 707, Building 47, Hupanyujing Chinese
Xiangshan District, Huaibei
Anhui Province, PRC

Mr. Yang Chong (#5{i") Room 303, Building 14 Chinese
Huanhuhuayuan South
Xiangshan District, Huaibei
Anhui Province, PRC

Mr. Li Zhuangzhi (Z5iE) Room 1304, Building 3 Chinese
Jinyuehuating
Xiangshan District, Huaibei
Anhui Province, PRC
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Name Address Nationality
Independent non-executive Directors

Mr. Jiang Weidong (75 ) Room 0401, Building G1 Chinese
Small high-rise
China University of Mining and
Technology
Quanshan District, Xuzhou

Jiangsu Province, PRC

Mr. Li Chenhui (Z/RHf) No. 77-102, East 3rd Area of Yujiashan  Chinese
Hongshan District, Wuhan
Hubei Province, PRC

Mr. Miao Guanghong (#)&%L) Room 1501, Unit 1, Building 18 Chinese
Anli Home Community
Shannan New District, Huainan
Anhui Province, PRC

Mr. Chan Ngai Fan (B3%%) 1/F, 8 Ho Tung Road Chinese
Kowloon Tong, Kowloon (Hong Kong)
Hong Kong

SUPERVISORS

Name Address Nationality

Mr. Ding Haojie (1 #if4) Room 89, Building 1 Chinese

Second Area of Yingshanzhong Road
Xiangshan District, Huaibei
Anhui Province, PRC

Mr. Hu Yuhong (#HR4L) No. 1702, Zhuzhuangkuang Chinese
Labour No. 9 Village
Duji District, Huaibei
Anhui Province, PRC

Mr. Zhu Jiangiang (4<E25H) Room 501, Building 96 Chinese
Shuolikuang West Village
Duji District, Huaibei
Anhui Province, PRC
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors Guoyuan Capital (Hong Kong) Limited
17/F, Three Exchange Square
8 Connaught Place
Central
Hong Kong

CMBC International Capital Limited
45/F, One Exchange Square
8 Connaught Place

Central
Hong Kong
Overall Coordinators, Guoyuan Securities Brokerage

Joint Global Coordinators, (Hong Kong) Limited
Joint Bookrunners and 17/F, Three Exchange Square
Joint Lead Managers 8 Connaught Place

Central

Hong Kong

CMBC Securities Company Limited
45/F, One Exchange Square

8 Connaught Place

Central

Hong Kong

CCB International Capital Limited
12/E, CCB Tower,

3 Connaught Road Central

Central

Hong Kong

DBS Asia Capital Limited
73/F, The Center

99 Queen’s Road Central
Central

Hong Kong
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Joint Bookrunners and Joint Lead China Sunrise Securities (International)
Managers Limited
1501 & 1503, YF Life Centre
38 Gloucester Road
Wan Chai
Hong Kong

First Shanghai Securities Limited
19/F, Wing On House

71 Des Voeux Road Central
Central

Hong Kong

Futu Securities International (Hong
Kong) Limited

34/F, United Centre

No. 95 Queensway

Admiralty

Hong Kong

ICBC International Securities Limited
37/F, ICBC Tower

3 Garden Road

Central

Hong Kong

Shenwan Hongyuan Securities (H.K.)
Limited

Level 6, Three Pacific Place

1 Queen’s Road East

Hong Kong

uSmart Securities Limited

Unit 2405-06 & 2606, 24/F & 26/F
308 Des Voeux Road Central
Sheung Wan

Hong Kong
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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

Legal Advisors to the Company As to Hong Kong law

Clifford Chance
27/F, Jardine House
One Connaught Place
Central

Hong Kong

As to PRC law

Anhui Tianhe Law Firm

34-35/F, Tower A, Landmark Plaza
No. 288 Huaining Road

Shushan District

Hefei, Anhui Province, PRC

Legal Advisors to the Joint Sponsors As to Hong Kong law
and the Underwriters
Zhong Lun Law Firm LLP
4/F, Jardine House
No. 1 Connaught Place
Central
Hong Kong

As to PRC law

Zhong Lun Law Firm

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

Chaoyang District

Beijing

China
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Industry Consultant

Independent Property Valuer

Independent Technical Consultant

Joint Compliance Advisors

Receiving Bank

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

Room 2504, Wheelock Square
1717 West Nanjing Road
Jing’an District

Shanghai, PRC

Asia-Pacific Consulting and Appraisal
Limited

Block A, 12/F, Qiaofu Commercial Building
300 Lockhart Road

Wanchai, Hong Kong

SRK Consulting (Hong Kong) Limited
Suite 1818, 18/F, V Heun Building

138 Queen’s Road Central

Central, Hong Kong

Guoyuan Capital (Hong Kong) Limited
17/F, Three Exchange Square

8 Connaught Place

Central, Hong Kong

Goldlink Capital (Corporate Finance)
Limited

28/F, Bank of East Asia Harbour

View Centre

56 Gloucester Road

Wanchai, Hong Kong

Industrial and Commercial Bank of China
(Asia) Limited

33/F, ICBC Tower

3 Garden Road

Central, Hong Kong
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CORPORATE INFORMATION

Registered Office 50 meters north of Shuobei Road
Shuoli Town, Duji District, Huaibei
Anhui Province, PRC

Head Office and Principal Place of 50 meters north of Shuobei Road
Business in the PRC Shuoli Town, Duji District, Huaibei
Anhui Province, PRC

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

Company’s Website https://www.grkaolin.com/

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

Joint Company Secretaries Mr. Wang Wei (E££)
Room 1206, Building 22, Biguiyuan
Yingiao District, Suzhou
Anhui Province, the PRC

Ms. Sze Suet Ling (B E 1K)
ACG (CS, CGP); HKACG (CS, CGP)
40/F, Dah Sing Financial Centre
248 Queen’s Road East

Wanchai,

Hong Kong

Authorized Representatives Mr. Zhang Kuang (3R¥#%)
Room 602, Building 21
Phase II, Emerald Island
Xiangshan District, Huaibei
Anhui Province, PRC

Ms. Sze Suet Ling (FEE 1K)
ACG (CS, CGP); HKACG (CS, CGP)
40/F, Dah Sing Financial Centre
248 Queen’s Road East

Wanchai,

Hong Kong

—93 _



CORPORATE INFORMATION

Audit and Risk Committee

Remuneration and

Appraisal Committee

Nomination Committee

Strategy and Investment Committee

H Share Registrar

Principal Bank

Mr. Jiang Weidong (I ) (Chairman)
Mr. Yang Chong (#5{)
Mr. Chan Ngai Fan (F3%)

Mr. Miao Guanghong (BBEAL) (Chairman)
Mr. Jiang Weidong (R #)
Mr. Li Zhuangzhi (k)

Mr. Li Chenhui (ZR#f) (Chairman)
Mr. Jiang Weidong CHifi )
Ms. Wang Yuli (£ EEE)

Mr. Zhang Kuang (i&#%) (Chairman)
Mr. Li Chenhui (%% /=)
Mr. Miao Guanghong (32 4L)

Computershare Hong Kong Investor
Services Limited

Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wan Chai, Hong Kong

Industrial and Commercial Bank
of China Huaibei Huitong Branch
No. 159, Huili Road, Huaibei
Anhui Province, PRC
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INDUSTRY OVERVIEW

This section and elsewhere in this prospectus contain certain information, statistics
and data which are derived from various official government publications and other
publicly available publications, and a report commissioned by us and prepared by our
industry consultant, Frost & Sullivan. We believe that the sources of the information in
this section and elsewhere in this prospectus are appropriate sources for such
information and have taken reasonable care in extracting and reproducing such
information. We have no reason to believe that such information is false or misleading or
that any fact has been omitted that would render such information false or misleading.
The information from official government sources has not been independently verified by
us, the Joint Sponsors, the Overall Coordinators, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters or any other party involved in
the Global Offering, and no representation is given as to its accuracy.

SOURCES OF INFORMATION

Frost & Sullivan was commissioned to conduct research, provide an analysis of, and to
produce a report on the kaolin industry in China, and other related economic data. We agreed
to pay Frost & Sullivan a fee of RMB580,000 for the preparation of the Frost & Sullivan
Report, and our Directors consider that such fee reflects market rates and are of the view that
the payment of the fee does not affect the fairness of conclusions drawn in the Frost & Sullivan
Report. Founded in 1961, Frost & Sullivan has more than 45 global offices with more than
3,000 industry consultants, market research analysts, technology analysts, and economists. Our
Directors confirm, to the best of their knowledge, and after making reasonable enquiries, that
there have been no adverse changes in the industry since the date of the Frost & Sullivan
Report which may qualify, contradict or have an impact on the information set out in this
section.

During the preparation of the Frost & Sullivan Report, Frost & Sullivan conducted
primary research that involved discussing the status of the industry with industry participants
and industry experts, as well as secondary research that involved reviewing company reports,
independent research reports and Frost & Sullivan’s own database.

The Frost & Sullivan Report was compiled based on the following key assumptions: (i)
the overall social, economic, and political environment in China is expected to remain stable
during the forecast period; (ii) relevant key industry drivers are likely to drive the Kaolin
market in China during the forecast period; and (iii) there is no extreme force majeure or
unforeseen set of industry regulations in which the market may be affected in either a dramatic
or fundamental way.

OVERVIEW OF THE KAOLIN RESOURCES MARKET
Definition of Kaolin

Kaolin is a non-metallic clay and claystone primarily composed of minerals from the
kaolinite family. It is also called dolomite due to its white and delicate appearance. Kaolin is
known as one of the four major non-metallic minerals, alongside mica, quartz and calcium
carbonate. The main components of kaolin are silica and alumina, along with oxides of
potassium, sodium, calcium, magnesium, iron and titanium. Pure kaolin is a mineral in white,
fine size and soft texture. It possesses excellent physical and chemical properties, including
good plasticity and high refractoriness.
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Classification of Kaolin

According to the paper “Mineralization Characteristics and Resource Potential
Assessment of Kaolin Deposits in China” jointly published by the Chinese Academy of
Geological Sciences and the Ministry of Natural Resources. Kaolin ores can be generally
classified into hard kaolin, soft kaolin and sandy kaolin based on their physicochemical
properties. Among them, sandy kaolin accounts for the largest proportion of total reserves,
exceeding 60%, while hard kaolin represents the smallest share, at approximately 5%. Within
the hard kaolin category, unlike the deposits in Shanxi and Inner Mongolia which are primarily
symbiotic coal-series kaolin resources, the hard coal-series kaolin held by our company is of
the associated type and can be directly processed, making it a scarce and valuable resource.
Geological reserve data for such kaolin types is published exclusively by national authorities,
and no further quantitative disclosures are currently available; related assessments are
primarily based on qualitative research. Based on the geological formation, kaolin can be
categorized into coal-series kaolin and non-coal-series kaolin. Within the coal-series kaolin
category, there are further subdivisions into symbiotic coal-series kaolin and associated
coal-series kaolin. Symbiotic coal-series kaolin, which is found alongside with other minerals,
requires separation and purification processes before deep-processed due to its variable mineral
composition and the separation difficulties. Associated coal-series kaolin coal and other
minerals are independent as they are deposited independently within the same ore bed. After
mining, kaolin is classified by type and specification and can proceed directly to deep-
processed procedure without the need for additional purification.

Classification Features Example of Application = Mine Distribution
e Hard
(Mohs hardness 3~4) e Refractories ¢ Huaibei, Anhui
Hard - . . .
Kaolin® ¢ No plasticity ¢ Precision casting ¢ Datong, Shanxi
»  Plasticity only after *  Paper *  Jungar, Inner
crushing and fine ¢ Coatings Mongolia
grinding
B e Soft soil L Fui
y e General plasticit e C i ° ongyan, Fujian
Physicochemical Sand?’ . P .. Y cramics ¢ Maoming,
. Kaolin e High plasticity after e Paper
Properties d 1 e Coatings Guangdong
sand remova g ¢ Hepu, Guangxi
*  Sand content 250%
e Soft soil
. . e Paper .
Soft Kaolin | * Commonly high . e Suzhou, Jiangsu
.. e Chemical o .
plasticity e Beihai, Guangxi
catalysts
e Sand content <50%
*  Contains
carbonaceous matter
Coal-series | ° oW iron and e Precision casting . A}Illhui.
Kkaolin® tlt.amum .content e Paper LI anxi
e High whiteness after *  Rubber ¢ Shaanxi
calcination e Refractories e Inner Mongolia
By Geological *  Good dispensability
Formation e Fine particle size
e Formed by
Non-coal- weathering of e Ceramics «  Guangxi
series feldspar or other e Paper o Jiangxi
Kaolin silicate minerals e Coatings e Fuyjian
e Varies depending on »  Catalyst carriers e Hunan
the source

Source: Chinese Academy of Geological Sciences, China Geological Survey, Frost & Sullivan Report
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Note:

* Our Company owns coal-series hard kaolin mineral resources.

The quality of kaolin ore is classified by the concentrations of Al,O5, Fe,O5 and TiO, in
terms of chemical compositions. According to the Appendix E.1 of DZ/T 0206-2002
“Specifications for Kaolinite, Bentonite, Refractory-Clay Mineral Exploration” ( (/=& 1+ ~ i
T~ ik Zh iR A 4 ) ), the industrial standard weight percent of Al,O5 should be
higher than 30%, weight percent of Fe,O; plus TiO, should be less than 2%, besides TiO,
should be less than 0.6%. There is no industry standard to specify the weight of Si0O, in kaolin
ore. The Company’s kaolin ore consists of 38.1% Al,O5, 1.5% Fe,O; plus TiO, and 0.5% TiO,
in weight. All specifications are better than industrial standard, indicating the kaolin ore in
deposits has a high effective content of Al,O5, less impurities, and relatively high
refractoriness.

Global and China Kaolin Reserves Analysis

According to the USGS', the global proven reserves of kaolin are approximately 32
billion tonnes. These reserves are mainly distributed in the United States, the United Kingdom,
China, India and other regions. The United States ranks first with reserves of 8.2 billion tonnes,
while China holds nearly 3.5 billion tonnes of kaolin reserves, positioning it as one of the
foremost countries globally in terms of kaolin reserves.

Global Major Countries Kaolin Reserves

Unit: 100 Million Tonnes

82.00
77.39 US
B UK
7 China
M India
CIS?
3500 34.96 W Brazil
T 27.00 Bulgaria
2500 23,00 B Australia
South Africa
00460 hss s B Spanish
I Others

Source: USGS, Frost & Sullivan Report

Notes:

1. USGS refers to the United States Geological Survey, founded as the Geological Survey, is an agency of the
U.S. Department of the Interior whose work spans the disciplines of biology, geography, geology, and
hydrology.

2. CIS refers to the Commonwealth of Independent States. It includes nine member countries: Azerbaijan,

Armenia, Belarus, Kyrgyzstan, Moldova, Kazakhstan, Russia, Uzbekistan, and Tajikistan.

China’s kaolin resources are widely distributed across whole nation. However, the
resources are predominantly concentrated. The south central region of China holds the largest
kaolin mineral reserves, with Guangxi Province holding 49.5% of the country’s total reserves.
This is followed by Jiangxi Province, Guangdong Province and Fujian Province. In the ranking
of kaolin reserves in China by province, Anhui Province ranks fifth, accounting for 1.46% of
the total reserves.
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The types of kaolin ore in China, based on texture, kaolin ores can be classified into hard
kaolin, soft kaolin and sandy kaolin. In terms of reserves in 2022, sandy kaolin is the dominant
type, accounting for over 60% of the total reserves. Soft kaolin and hard kaolin account for
approximately 6% and 5% of the total reserves respectively, while other unspecified types of
kaolin account for about 27% of the total reserves. Therefore, hard kaolin resources are the
scarcest. The kaolin of the company belongs to hard coal-series kaolin. Coal-series kaolin
exhibits specific physical and chemical properties, including high purity, high chemical
stability, and high refractoriness. Within the limited reserve of coal-series kaolin, there are
further subdivisions into symbiotic coal-series kaolin and associated coal-series kaolin. Upon
extraction, associated coal-series kaolin can be proceed directly to deep process without
requiring further purification. It can achieve lower production costs. As a high-quality kaolin
resource, associated coal-series kaolin has certain unique characteristics and differs from most
of the symbiotic coal-series kaolin resources in Shanxi and Inner Mongolia deposits.

Coal-Series Kaolin Supply Chain Analysis

The following chart illustrates the industry chain of coal-series kaolin.

. . Coal-series Kaolin Deep- Coal-series Kaolin Lo .
Coal-series Kaolin Ore processed Products Downstream Products Application Industries
| r—— - - -~ | P | i' _______________ 0
Exploration and | : Precision Casting l | Precision Casting : || Automotive Aviation
Mining of | Mullite Products | | Shell Mold |
Kaolin Ore | | | | | |
| | - | | | |

|

|

|

|

Refractory Mullite General
| ini i —l Y Healthcare ;

| Mining lOperauon | | Products :_HI Refractory Materials :_’.l Equipment
| Equipment | | | | |

! Other Supporting ' ' Others ! : ' : Metallurgy Construction
| o I Nt

Source: Expert Interview, Frost & Sullivan Report

The upstream segment mainly includes mining and initial processing of the kaolin ore.
After kaolin mining operations are completed, the kaolin ore undergoes initial processing and
is converted into raw coke and raw powder. Midstream participants are kaolin processed
products manufacturers who use calcination processes to process these products into precision
casting mullite products and refractory mullite products, and other materials for sale to
downstream customers. Midstream kaolin deep-processed manufacturers without their own
mineral resources typically need to procure raw coke and raw powder or coal by-product ores
from resource-owning enterprises as raw material sources for further deep-processed.
Manufacturers with kaolin mining resources possess a resource advantage, enabling them to
acquire high-quality raw materials at lower costs. Sales models of midstream kaolin
deep-processed manufacturers include sales to end customers and sales to traders. Due to the
broad and fragmented downstream customer base, kaolin deep-processed manufacturers
typically rely on traders to more effectively meet the diverse application needs and market
demands of various downstream industries. It covers a wide range of downstream industry
chains, mainly involving broad application fields, including automotive, aviation, healthcare,
general equipment, metallurgy, construction materials, and others.
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Kaolin Production Volume in China

The production volume of kaolin in China is experiencing steady growth, driven by
technological innovations, supportive policies and the expansion of global trade. According to
Frost & Sullivan, China’s kaolin production showed a growth trend from 2020 to 2024, with
particularly strong increases in 2022 and 2024. In 2021, with the release of the “14th Five —
Year Plan for Industrial Green Development” ( € [T VUF ] T34 EEERIEHE) ) during
China’s “14th Five — Year Plan” period, the tightening of environmental law enforcement led
to an increase in enterprise environmental compliance costs and a slight decline in kaolin
production volume. The production volume is expected to reach 10.4 million tonnes in 2029,
representing a CAGR of 5.4% from 2024 to 2029. Due to the ever-increasing application of
kaolin in both the high-end sectors of traditional fields and in emerging fields, the production
volume of kaolin ore in China will continuously increase.

China Kaolin Production Volume, 2020-2029E

Unit: Million Tonnes 2020-2024  2024-2029E

CAGR 5.3% 5.4%

Coal-series Kaolin

- Non-coal-series Kaolin

2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E

Source: Expert Interview, Frost & Sullivan Report

Major Cost Structure and Price of Coal-series Kaolin

The cost of coal-series kaolin ore in China is mainly composed of four parts: direct
materials, direct labor, manufacturing expenses and transportation expenses. Direct materials
mainly include mineral and auxiliary materials consumed in the production process. Direct
labor refers to labor costs such as wages, subsidies, bonuses and social security directly
attributable to production workers. Manufacturing expenses mainly include depreciation and
amortization, equipment rental fees, electricity fees, natural gas fees, salaries of production
management personnel. Transportation expenses are the transportation fees borne in the actual
sales process.

In 2024, the cost structure of China coal-series kaolin ore was as follows: direct materials

constituted 35.3%, direct labor accounted for 28.8%, while manufacturing overhead and
transportation costs accounted for approximately 21.7% and 14.2%.
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Major Cost Structure of China Coal-Series Kaolin Ore, 2024

Direct materials ™ Manufacturing overhead

H Direct labor B Transportation costs

Source: Expert Interview, Frost & Sullivan Report

As the scarcity of high-grade, non-renewable kaolin resources increases, along with the
implementation of stricter environmental policies and rising extraction and production costs,
the price of kaolin ore has been steadily rising year by year. From 2020 to 2024, the price of
coal-series kaolin ore has shown a relatively stable trend. It started at RMB319.0 per tonne in
2020 and is projected to reach RMB346.5 in 2029, due to (1) kaolin is a non-renewable
resource, giving it a certain degree of scarcity that supports stable price performance; (2) easily
extractable kaolin ore will be prioritized for mining in the short term, and in the future, the
industry may need to shift to relatively hard-to-extract reserves — this shift is expected to push
up mining costs, which in turn will exert upward pressure on prices; (3) long-term market
demand for kaolin will remain on an upward trajectory, providing support for price growth. The
prices of coal-series and non-coal-series kaolin ore are varied based on certain specifications
and quality.

Average Price of Kaolin Ore (2020-2029E)

Unit: RMB per Tonne
—+—  Coal-series Kaolin
Non-coal-series Kaolin

3363 3413 346.5

3190 3194 3197 3200 3232 3264 B3

300

350

250 o, ,, 2207 2298 2300 2330 2365 2393 2420 2444 2468

200 -
150
100

50

0

2020 2021 2022 2023 2024 2025E  2026E  2027E 2028E 2029E

Source: Expert Interview, Frost & Sullivan Report
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Kaolin Market Size in China, Measured by Value of Deep-Processed Products

Deep-processed kaolin products are generally categorized into two processes: washing
and calcination. Washed kaolin undergoes physical treatment, a complex technological process
for the continuous processing of kaolin ore, including pulping and desanding, classification and
purification, dehydration and drying without changing the properties of the kaolin ore, mainly
applied for non-coal-series kaolin. Washed kaolin is the optimal raw material for ceramic
production. In contrast, high-temperature calcination for carbon removal and whitening is a
typical processing method for purifying coal-series kaolin ore. Calcined type is mainly utilized
in fields such as refractory materials, precision casting and coatings.

Due to the diverse range of deep-processed kaolin products and their extensive
downstream applications, the market for these products is experiencing stable growth.
According to Frost & Sullivan, the market for kaolin deep-processed products increased from
RMBS,209.2 million in 2020 to RMB10,159.6 million in 2024. It is expected to reach
RMB14,007.4 million, with a CAGR of 6.6% by 2029. Within the category of non-coal-series
washed kaolin products, the market increased from RMB4,204.3 million in 2020 to
RMBS5,193.7 million in 2024, with a CAGR of 5.4%. This segment is expected to reach
RMB6,783.8 million in 2029, representing a CAGR of 5.5% from 2024 to 2029. The
coal-series calcined kaolin products market in China increased from RMB4,004.9 million in
2020 to RMB4,965.9 million in 2024, representing a CAGR of 5.5%, and is expected to reach
RMB7,223.6 million in 2029, representing a CAGR of 7.8% from 2024 to 2029. In the future,
with the growth of high-end manufacturing, the demand for high-performance materials is
expected to increase, raising requirements for the physical and chemical properties of
deep-processed kaolin products, such as high whiteness, refractoriness and fineness. This trend
will drive the market demand for deep-processed kaolin products. Additionally, continuous
progress has been made in the deep processed technologies of kaolin. For instance, the
application of techniques such as ultra-fine pulverization, surface modification and calcination
has improved the performance of kaolin, enabled kaolin to be widely applied in more fields,
increased the added value of the products and further driving market growth.

China Kaolin Market Size, Measured by Deep-processed Products

Unit: Million RMB CAGR 2020-2024 2024-2029E
Non-coal-series Washed Kaolin 5.4% 5.5%
Non-coal-series Washed Kaolin ~ ~ -~~~ 7~~~ ~-~-=-~-=-=-==-—-======~====7
Coal-series Calcined Kaolin 5.5% 7.8%
B Coal-series Calcined Kaolin
Total 5.5% 6.6%
14,007.4
13,003.3
12,086.1
11,305.1
10,656.1
98768 101596 6,783.8
9,269.3 6,400.3

8,209.2 6,038.5

5719.7

2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E

Source: Expert Interview, Frost & Sullivan Report
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Market Drivers of Kaolin Market

Policy support and guidance highlighted: In recent years, China has successively
introduced policies such as the Industrial Structure Adjustment Guidance Catalog (2024
Edition) ( (7 2455 8 H $k(20244F4%)) ), the Catalog of Industries Encouraging
Foreign Investment ( (EEISPE#EEZEH ) ), and the 14th Five-Year Development
Plan and 2035 Vision for the Non-Metallic Mineral Industry ( {FF& BT [ +U
B A H }20354F 5 5 HHE) ). These policies explicitly support the comprehensive
development and utilization of non-metallic minerals and strongly promote the progress
and development of related downstream industries, including precision casting and
refractory materials. Additionally, the Three-Year Action Plan for Promoting High-
Quality Development of the Non-Metallic Mineral Industry (2023-2025) ( {{f#) I &8
T3 = B R B = 1T EhE1$(2023-20254F)) ) outlines that by 2025, the scale and
economic benefits of the non-metallic mineral industry will continue to grow, with a
targeted total industry output value of RMBI1.2 trillion. The plan also emphasizes
accelerating R&D in key areas, including projects related to kaolin and other non-metallic
minerals.

The Industrial Structure Adjustment Guidance Catalogue (2024 Edition) ( <2 3455
IR H 8k (20244F 7)) ) proposes encouraging green technology innovation and the
development of environmentally friendly industries, promoting energy conservation,
carbon reduction, and green transformation in key sectors, while firmly curbing the blind
expansion of high-energy-consuming, high-emission, and low-level projects. This policy
promotes the elimination of enterprises in the kaolin processing industry that are
energy-intensive, heavily polluting, and low in added value. It guides enterprises toward
orderly competition and encourages investment in energy-saving equipment and
intelligent upgrades. The Company has actively invested in environmental protection and
sustainable development, thereby gaining greater growth potential and market
competitiveness under this policy.

The Catalogue of Industries for Encouraging Foreign Investment ( (S{ESMEf & E#£H
#%) ) emphasizes support for foreign investment in green environmental protection, new
materials, and related fields. These policy orientations provide development opportunities
for the non-metallic mineral industry, especially for enterprises that prioritise
environmental protection and technological innovation. The Company’s investment in
green mining and energy efficiency within the non-metallic minerals sector not only
enhances our access to policy support but also strengthen our competitive edge in the
market. The government promotes foreign investment improves the overall business
environment for the entire sector. This includes strengthening infrastructure, promoting
industry-wide technological exchanges, and setting higher-standard industry norms. For
domestic company, these improvements mean better access to resources and a more stable
market environment. However, the strict standards set for foreign-invested enterprises
will gradually become the norm for the whole industry. By proactively meeting more
standardized guidelines, domestic company, including the Company, can not only gain
more recognition from the government but also establish itself as a high-quality enterprise
in the market, thereby driving long-term business growth.

The 14th Five-Year Development Plan and 2035 Vision for the Non-metallic Mineral
Industry ( CGEBERATHE [HIOT ] 3R H 2035 % 5 HE) ) notes that during
the 13th Five-Year Plan period, China’s non-metallic mineral mining and processing
industry experienced rapid growth in both deep processing output and value, accelerated
industrial cluster development, increased concentration, and continuous structural
optimization. On one hand, the policy clearly encourages extending non-metallic mineral
products into deep processing and higher value-added segments, signalling the
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government’s strong support for downstream demand expansion. For companies
processing high-quality hard coal-series kaolin, this presents greater market opportunities
in the automotive, healthcare and aviation, contributing to increased product sales and
output value. On the other hand, the policy promotes improved industry concentration and
structural optimization, which facilitates the formation of an orderly competitive
landscape. As low-efficiency and fragmented enterprises are phased out, the Company
with stronger technical capabilities, standardized management, and integrated resource
advantages are likely to achieve steady development and long-term growth under policy
guidance.

The Three-Year Action Plan for Promoting High-Quality Development of the Non-
metallic Mineral Industry (2023-2025) ( <HEB)IF 480 125 m 8 28 R = TEEh
(2023-2025%)) ) sets the goal of continuously improving the scale and economic
efficiency of the non-metallic mineral industry, aiming for total output value to reach
RMB1.2 trillion by 2025. This policy helps direct resources and supportive measures
toward specific sub-sectors. Kaolin, as a representative non-metallic mineral especially
hard coal-series kaolin, has been included in the scope of policy support due to its wide
applicability in industries such as automotive, aerospace, and medical. This inclusion not
only enhances the likelihood of favourable resource allocation but also facilitates the
accelerated implementation of the Company’s projects.

Increasing demand for high-end and deep-processed kaolin products: As increasing
demand of high-performance materials in downstream fields such as precision casting,
renewable energy and new materials, the kaolin industry is expected to gradually shift
from traditional low-value-added products to high-end deep-processed products. Calcined
kaolin, known for its high whiteness, low iron content, and excellent thermal and physical
properties, is anticipated to become a key focus for industry development. Its applications
are expected to expand further in precision casting, renewable energy (such as building
phase change thermal storage materials and solar energy thermal storage materials), and
advanced materials.

Improved standardization of kaolin processing industry: In the past, the kaolin
processing industry faced low resource utilization rates and lacked orderly development
due to inadequate regulations and weak corporate compliance awareness. In recent years,
policy guidance and technological advancements have promoted higher standardization.
In 2024, the implementation of national standards such as the Method for Determining
Dispersion Performance of Water Treatment Agents — Part 1: Dispersed Kaolin Method
( COKBEHEE B RE TN E 7L 56 135/ 0 #Usi48 174 ) ) and the “Three Rates” Indicator
Requirements for Mineral Resources — Part 13: Clay Minerals ( {BEEER [ =K ] 45
REELR 513784026 T8I0 ) ) provided unified quality control and performance testing
standards for kaolin processing enterprises. These efforts comprehensively enhanced the
industry’s standardization, enabling kaolin processing manufactures to steadily progress
toward high-quality development.

Market Trends of Kaolin Industry

The accelerated advancement of kaolin deep-processed technology: As kaolin
processing technology continues to advance, its applications are expanding. Deep-
processed techniques for kaolin, including calcination, iron removal, grinding and
blending, are improving the physical and chemical properties of the product. The
improvements in whiteness, fineness and plasticity contribute to higher product quality
and stability.
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Promotion of smart and automated production: With the widespread adoption of smart
manufacturing technologies, kaolin production is expected to gradually become more
automated and intelligent. By introducing advanced mining equipment, automated
production lines and intelligent management systems, companies can improve production
efficiency, reduce costs and optimize resource utilization. Additionally, smart production
can reduce manual intervention, enhancing product stability and consistency.

Technological change driven by strengthening environmental awareness: In 2020,
China announced its “dual carbon goals” to reach carbon peaking by 2030 and carbon
neutrality by 2060, thereby enhancing society’s focus on environmental protection and
sustainability. With stricter environmental regulations, the coal-series kaolin industry is
undergoing technological transformation in mining and deep-processed. Companies are
progressively adopting cleaner production technologies while actively exploring
pathways for resource recycling.

Market Entry Barrier and Key Success Factor

The high technology barriers of deep processing technologies: China’s kaolin resources
have complex geological origins, and the production process for coal-series kaolin
products involves multiple stages such as calcination, crushing, air blowing and
screening, each with significant variability. This requires companies not only to master
deep-processed technologies for kaolin but also to continuously optimize and innovate
their production processes to ensure consistent product quality. As a result, the high
technical demands serve as a barrier for new entrants in the industry, limiting access for
companies with insufficient technical expertise.

Strict environmental protection requirements: In 2024, the government issued
regulations related to the mining industry. Notably, the Ministry of Natural Resources and
other relevant departments released the “Notice on Further Strengthening the
Construction of Green Mines” ( CBRME— M@k AL EBMEH) ) and the
“Notice on Fully Implementing Green Exploration in the New Round of Strategic
Prospecting Breakthrough Actions” ( CBEFATEHT—fifP 08 2€ 0 B A 78 v 2 T B 4k £
YA 3 %0) ). These policies aim to achieve the coordinated development of mining and
ecological environmental protection by enhancing mine environmental construction,
resource development and utilization, ecological protection, enterprise management, and
cultural development. Companies are required to adopt green production methods,
improve processes and use eco-friendly materials to minimize environmental impact and
improve resource utilization efficiency. The investment in environmentally friendly
technologies also creates a barrier to new entrants.

The capital required for large-scale production: Coal-series kaolin processing requires
substantial investment in equipment, facilities, raw material procurement and operations.
The industry exhibits economies of scale, where larger companies can gain a competitive
advantage by increasing capacity, reducing marginal costs and lowering product prices.
The expanding application fields and increasing diversity in customer demands require
companies to enhance their supply capabilities. For new entrants, the initial investment
is substantial and large production capacity is difficult to establish in the short term.

The scarcity of high-quality kaolin resources: High-quality kaolin resources are
relatively scarce in China’s kaolin mineral reserves. There are significant differences
among production enterprises regarding resource grade, scale, and mining conditions.
These disparities result in considerable price variations for kaolin of different grades.
Low-grade kaolin will incur higher costs in the mining and processing procedure, thus
increasing the burden of enterprise operations. Therefore, possessing reserves of
high-quality kaolin has become a key factor for enhancing a company’s competitiveness.
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OVERVIEW OF THE PRECISION CASTING MULLITE PRODUCTS MARKET
Definition and Classification of Casting

Casting is a manufacturing process in which a liquid material, typically metal or alloy, is
poured into a pre-shaped mold and allowed to cool and solidify into the desired shape. This
process is fundamental for producing complex components and is widely used across industries
such as automotive, aviation, healthcare and general equipment.

Precision casting is a type of casting technology, where a wax pattern is coated with a
refractory material to form a shell mold. The wax is subsequently melted out, allowing molten
metal to be poured into the cavity, thereby producing highly detailed and accurate metal parts.

The Application of Precision Casting Mullite Products

Kaolin mullite is one of the main deep-processed products of coal-series kaolin. During
the calcination process, kaolin will undergo a series of physical and chemical changes. In the
high-temperature stage, dehydration and decomposition reactions will occur. Subsequently, the
alumina and silica in kaolin will react, resulting in the formation of the mullite crystal phase
and the transformation into mullite.

In precision casting, kaolin mullite products are used for the precision casting shell mold
due to their refractory properties. These properties allow the shell mold to endure high
temperatures during pouring and solidification processes. Additionally, the stability of mullite
helps maintain the cavity’s shape and dimensions, which is significant for manufacturing
high-quality and defect-free precision casting parts. Such characteristics render mullite
materials important in automotive, shipbuilding, healthcare, aviation and energy industries.
Most of precision casting mullite products are made by calcining coal-series kaolin.

Compared with other precision casting mullite products on the market, our company’s
products have a higher content of Al,0O5 and thus possess higher refractoriness. They also have
a lower content of other impurities and better thermochemical stability. The shell molds
prepared with them are of high strength and good collapsibility.

Precision Casting Market Size in China

In 2024, the market size of China’s precision casting was measured at RMB381.0 billion.
From 2020 to 2024, it had a CAGR of 8.7%. This growth in the precision casting market across
the country is due to the growing prevalence of precision casting. The rising popularity of
precision casting is driven by its capacity to meet high-end manufacturing needs, technical
merits, integration with emerging technologies and the impetus from industrial upgrading and
policy support.

Precision casting is widely applied in industries like automotive, aviation, medical
equipment, etc., which demand high-precision and high-performance parts. In the automotive
industry, its upgrade, especially the pursuit of lightweight and high-performance solutions,
boosts the demand for precision-cast components. China’s automotive production is projected
to grow from 31.3 million units in 2024 to 35.5 million in 2029, driving market expansion. The
aviation field also shows strong demand, as IATA forecasts China will require about 8,000 new
passenger aircraft over the next two decades, and the development of C919 (China’s
independently designed and manufactured commercial aircraft) and UAM (Urban Air Mobility
Network, such as electric vertical take-off and landing aircraft) projects drives the demand for
high-performance parts. In the medical sector, rising demand for high-end equipment, like
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artificial joints and pacemaker casings, serves as a driving force for market growth. In 2024,
China’s medical device market was RMB 1,090 billion, with precision casting related high-end
equipment accounting for 10%, expected to reach RMB160.9 billion in 2029, with a CAGR of
8.1%. Looking forward, the automotive, aviation, and medical industries will drive China’s
precision casting market growth in the coming years. It is expected to have a CAGR of 6.3%
during 2024-2029.

China’s Precision Casting Market Size, by Sale Revenue of Castings

Unit: Billion RMB CAGR 2020-2024 2024-2029E

Precision Casting 8.7% 6.3%

517.2

495.4

2020 2021 2022 2023 2024 2025E  2026E  2027E  2028E  2029E

Source: China Foundry Association, Frost & Sullivan Report

Precision Casting Mullite Products Market Size in China

In 2024, China’s precision casting mullite products market size was valued at RMB971.9
million. Among them, over 95% of the mullite products for precision casting on the market are
derived from kaolin, only very few products are made from bauxite and synthetic mullite. Due
to its mature technology, and stable performance, the calcined kaolin process is currently the
mainstream method for preparing mullite products for precision casting. Mullite, with
high-temperature stability and excellent corrosion resistance, endows castings in precision
casting with a compact dimensional structure and a fine surface. It is thus widely used in
manufacturing precision components and machine parts across industries, spurring the growth
of the precision casting mullite products market. As the complexity, dimensional accuracy, and
surface quality of castings keep increasing, the demand for mullite in precision casting will rise
rapidly, at a pace faster than that of the precision casting market. The market is expected to
grow to RMB1,362.0 million by 2029, exhibiting a CAGR of 7.0% during the forecast period.
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China’s Precision Casting Mullite Products Market Size,
by Sale Revenue of Mullite Products

Unit: Million RMB CAGR 2020-2024 2024-2029E

Precision Casting

Mullite Products 8.6% 7.0%
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1,185.3
1,121.9
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Source: Expert Interview, Frost & Sullivan Report

The average tax-excluded price of China’s precision casting kaolin mullite products
(RMB/tonne) experienced slight fluctuations but remained relatively stable from 2020 to 2024,
reaching 1,504 RMB/tonne in 2023. Due to the intensifying market competition, the average
price of precision casting kaolin mullite products declines slightly by 6% compared to 2023,
reaching 1,414 RMB/tonne in 2024. This is mainly attributed to the competitive strategy of
price-cutting sales adopted by several leading enterprises in the market to expand their market
share. Kaolin ore serves as the raw material for kaolin mullite used in precision casting, and
it is one of the key factors influencing the price of kaolin mullite for precision casting. The
average market price of kaolin ore has maintained long-term stability with a slight upward
trend. For instance, the CAGR of the average market price of coal-series kaolin ore was 0.3%
from 2020 to 2024, and it is projected to have a CAGR of 1.4% from 2024 to 2029. The stable
raw material price has become the foundation for sustaining the long-term stability of kaolin
mullite for precision casting. Therefore, the price decline of kaolin mullite for precision casting
is only applicable in the short term.

In the long run, development of the precision casting industry may lead to a continuous
increase in demand for kaolin mullite, especially for high-performance and high-quality
products, thereby driving the price upward. The price increase of coal-series kaolin ore, as the
raw material for kaolin mullite, due to policy changes, geological issues or environmental
factors, may raise the production cost of precision casting mullite products, thereby potentially
driving its price upward. In addition, given that labor costs and energy costs are expected to
remain stable or rise slightly in the future, while the market will continue to expand
moderately, it is expected that these factors will drive the price of kaolin mullite for precision
casting to increase slightly, with a CAGR of 1.6% from 2024 to 2029, reaching 1,531
RMB/tonne in 2029, assuming policy, geological issues or environmental protection regulation
factors remain unchanged.
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Average Price (Tax-excluded) of Precision Casting Kaolin Mullite Products in China

Unit: RMB/Tonne
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Source: Expert Interview, Frost & Sullivan Report

Market Drivers of Precision Casting Mullite Products Market

Growing demand fuelled by industry development: The development of automotive,
healthcare, aviation and energy industries drive the precision casting mullite products
market. For example, in the automotive industry, there is a significant demand for
lightweight and high-performance precision-cast components. The healthcare industry
relies on precision-cast biocompatible parts. In aviation and energy, there is an increasing
need for high-performance heat-resistant components. Kaolin mullite materials,
possessing excellent thermal stability, low thermal expansion and wear resistance, are
essential for fabricating precision-cast parts that can endure high stress and harsh
environments without deterioration or distortion, thereby fueling market growth.

New opportunities created by technological integration: Technological innovation has
created new opportunities for mullite materials in precision casting. A noteworthy
development is the combination of 3D printing and precision casting. 3D-printed wax
patterns can be directly used in casting, increasing design flexibility and enabling the
production of complex shapes. This integration reduces production time and accelerates
product launch. As a result, the demand for high-quality mullite materials has risen as
they are suitable for this new production method and ensure product quality and
performance.

The rapid development of complex precision castings: In the process of the vigorous
development of modern industry, the structures of castings such as automobile and
aviation components are evolving towards increasing complexity. Castings with complex
structures usually have a significantly enlarged surface area, and this characteristic
directly leads to a rapid increase in the amount of kaolin mullite used in their casting
shells. Moreover, such castings with complex structures also put forward more stringent
requirements for dimensional accuracy and surface quality. As the application range of
these high-precision castings expands, the demand for precision casting mullite products
is bound to increase significantly, presenting a notable growth opportunity.

The Advantages of Mullite under strict environmental requirements: In modern
industrial progress, environmental considerations are increasingly significant, granting
mullite materials particular benefits in the precision casting market. Stringent global
environmental regulations lead manufacturers to emphasize the environmental features of
materials. Kaolin mullite materials can withstand chemical reactions from environmental
substances during precision casting with chemical emissions or corrosive exposures,
averting harmful by-products and performance decline. This reduces on wastes associated
with material damage or reactions. As a result, kaolin mullite is an attractive option for
precision casting enterprises seeking cost reduction and sustainable growth.
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Market Trends of Precision Casting Mullite Products Market

. Technological innovations in production techniques: Technological innovations have
enhanced kaolin mullite’s precision casting properties across various industries. Its
composites with other materials enhance thermal shock stability during temperature
changes in casting. For example, it provides higher thermal stability for aerospace and
energy and greater mechanical strength for automotive. Future technological progress will
continue to improve kaolin mullite’s properties and application value in precision casting.

. Emphasis on sustainable development: With the growing focus on sustainable
development, the environmental advantages of kaolin mullite in casting are becoming
more prominent. While mullite shell molds in precision casting cannot be directly reused,
after being crushed, subjected to magnetic separation and sieved, the mullite sand in
precision casting shells can be recycled and reused, thereby reducing waste and
environmental impact. This recyclability aligns with the industry’s goal of reducing
carbon emissions and adopting sustainable practices. It is significant for enterprises to
reduce their carbon footprint and furthering the development of precision casting mullite
products market in terms of sustainability and environmental protection.

OVERVIEW OF THE REFRACTORY MULLITE PRODUCTS MARKET
Definition and Classification of Refractory Material

Refractory materials are materials that are resistant to high temperatures, capable of
withstanding extreme heat without melting, breaking down, or losing their strength. They are
typically used in furnaces, kilns, reactors and other high-temperature industrial applications,
providing essential thermal insulation and structural stability. Refractory materials are
essential in industries such as metallurgy, construction materials and chemical industry, where
they protect equipment from heat and thermal shock.

Refractory materials are categorized into several classifications, including silica,
aluminosilicate, magnesia and dolomite products. Aluminosilicate products consist of
cristobalite, mullite and corundum. The mullite products for refractory material can be calcined
from coal-series kaolin, or processed from sillimanite, bauxite, as well as mixtures of alumina
and silica sand.

The Application of Refractory Mullite Products

As a refractory material, kaolin mullite is used to prepare mullite refractory bricks,
mullite refractory aggregates or mullite refractory castables. Most of the mullite refractory
materials are used to make the front chamber of high-temperature furnaces and can also be used
as the lining of various kilns. In the metallurgical industry, mullite refractory materials are
mainly used to make hot blast stove bricks and kiln furniture bricks. In addition, due to the
good airtightness and corrosion resistance of mullite materials, mullite materials can also be
applied to heat-resistant materials such as crucibles, thermocouple tubes and protective tubes.
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Refractory Material Market Size in China

China’s refractory materials market size fluctuated from RMB99.1 billion to RMB90.3
billion from 2020 to 2024. The market was generally stable but slightly decreased due to
downward trend in some sectors such as cement and steel. The market is expected to expand
slightly in the coming years due to the increased demand from high-temperature industries, the
progress in refractory and insulation technology, energy-saving and environmental protection
policies, and the optimization of raw material resources. The market size in 2029 is projected
to increase to RMB101.2 billion with a CAGR of 2.3% from 2024 to 2029.

China’s Refractory Materials Market Size, by Sale Revenue of Refractory Materials

Unit: Billion RMB CAGR 2020-2024 2024-2029E
Refractory 2.3% 23%
Materials
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Source: The Association of China Refractories Industry, Frost & Sullivan Report

Refractory Mullite Products Market Size in China

From 2020 to 2024, China’s market size of refractory mullite products increased from
RMB5,165.7 million to RMB5,525.8 million with a CAGR of 1.7%. Among them, the market
size of refractory kaolin mullite in China was approximately RMB884.1 million in 2024. Due
to outstanding performance advantages, expanded application fields and technological progress
and innovation, the refractory mullite products market witnesses growth. It is expected that the
market size to grow to RMB6,430.9 million in 2029, with a CAGR of 3.1% from 2024 to 2029.
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China’s Refractory Mullite Products Market Size,
by Sale Revenue of Mullite Products

it: Million RMB
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Source: Expert Interview, Frost & Sullivan Report

Among the refractory mullite products, the average tax-excluded price of refractory
kaolin mullite products in China has experienced slight fluctuations in recent years. In 2024,
the average price was 1,099 RMB/tonne. With the continuous development of high-temperature
industries such as steel, cement and glass, the demand for refractory materials is expected to
increase steadily. Kaolin mullite is widely used in these industries due to its excellent
fire-resistance, thermal-shock resistance and low thermal-expansion coefficient, which will
support its price. Due to the slight price increase of coal-series kaolin ore and the stable market
demand for refractory kaolin mullite products, the price of refractory kaolin mullite products
is expected to rise slightly in the future, with a CAGR of 1.7% from 2024 to 2029. It is
predicted that the price of this material will show an overall upward trend from 2024 to 2029,
reaching 1,197 RMB/tonne by 2029 assuming policies and regulations, market competition and
production process costs remain unchanged.

Average Price (Tax-excluded) of Refractory Kaolin Mullite Products in China

Unit: RMB/Tonne
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Source: Expert Interview, Frost & Sullivan Report
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Market Drivers of Refractory Mullite Products Market

Steady Growth Driven by High-Temperature Industries: The demand for refractory
mullite products is experiencing a consistent upward trend. High-temperature industries
rely on the distinctive properties of refractory mullite products to maintain uninterrupted
production. Due to its remarkable thermal stability, corrosion resistance and chemical
resistance, kaolin mullite has become the preferred option for high-temperature
applications in steel, glass and ceramic industries. The steadily developing industrial
activities, along with the expansion of downstream applications, drive the demand for
refractory mullite products.

Performance and Cost Optimization promoted by Calcination Technology:
Technological progress play a crucial role in driving the refractory mullite products
market. Specifically, advancements in calcination technology and the development of
composite high-temperature refractory materials significantly impact refractory mullite
products. These innovations enhance the high-temperature and anti-corrosion
performance of kaolin mullite, increase production efficiency and improve cost-
effectiveness in large-scale applications, thus boosting its market competitiveness and
promoting its wide use.

Strict Regulations and Resource Utilization Jointly Promote Market Development:
Environmental protection is a major market driver for refractory mullite products. Stricter
regulations and increased environmental awareness are encouraging industries to adopt
sustainable production practices. Kaolin mullite products are favored for their eco-
friendliness. A key trend involves associated coal-series kaolin or mining by-products to
manufacture high-performance mullite materials, which reduces costs and environmental
impact thereby supporting sustainable development.

Market Trends of Refractory Mullite Products Market

Technological Innovation: Technological advancements have been achieved in the field
of refractory mullite products. The continuous innovation of production technologies,
especially the improvements in calcination techniques and manufacturing processes, has
improved the quality, performance, strength and thermal stability of kaolin mullite. These
enhancements enable kaolin mullite to meet the requirements of more demanding
application scenarios and have a greater cost-effectiveness advantage, thereby further
expanding its application range in the industrial field.

Sustainability in Focus: Sustainability is the core concern in the refractory mullite
products market. Due to strict environmental regulations, industries are inclined towards
products with minimal environmental impact. Refractory kaolin mullite products are
widely favored as they meet performance and sustainability standards. Additionally, the
trend of recycling and reusing kaolin and other raw materials in refractory production is
obvious, aligning with the global circular economy and sustainable resource management
trend.

OVERVIEW OF THE CERAMIC FIBER MARKET

Definition and Classification of Ceramic Fiber

Ceramic fiber is a kind of fibrous lightweight refractory material. It is renowned for its

light weight, high temperature resistance, good thermal stability, low thermal conductivity, low
specific heat capacity, and resistance to mechanical vibration. It is widely applied in industries
such as machinery, metallurgy, chemical engineering, petroleum, ceramics, glass, and
electronics.
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Ceramic fiber is a lightweight fiber prepared from ceramic materials through melt
spinning process or colloid spinning process. It has excellent characteristics such as high
temperature resistance, low thermal conductivity, small bulk density, good flexibility, and easy
construction. It is an energy-saving and environmentally friendly refractory material.

The Application of Ceramic Fiber

The downstream applications of ceramic fibers are extensive. They are often used as
lining materials for high-temperature furnaces, hydrogen pipelines, and kilns in industries such
as metallurgy, petrochemicals, and ceramics to achieve heat-preservation and heat-insulation
effects. Meanwhile, they are applied in the power industry, and their low thermal conductivity
ensures the stable operation of equipment. They are also used in thermal protection systems in
building materials, aerospace, and the automotive field to reduce energy consumption.

Ceramic Fiber Market Size in China

Over the past five years, China’s ceramic fiber market has grown steadily. Driven by the
dual-control policy for both the total amount and intensity of carbon emissions, the lightweight
needs of new-energy vehicles, and emerging applications in aerospace, concentrated solar
power, etc., the market size reached RMB7.6 billion in 2024, with a CAGR of 11.1% from 2020
to 2024. In the next five years, with the deepening of energy-saving policies, ceramic fiber, due
to its good fire-resistance and heat-insulation properties, will expand its replacement of
low-grade refractory materials. Meanwhile, technological upgrades will increase the share of
high-end products, further growing the market. It is expected to reach RMB9.8 billion in 2029,
with a GAGR of 5.1%.

China’s Ceramic Fiber Market Size, by Sale Revenue of Ceramic Fiber

Unit: Billion RMB CAGR 2020-2024  2024-2029E
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Source: Expert Interview, Frost & Sullivan Report
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Due to the difference in its aluminum content, ceramic fiber can be adapted to working
environments within different temperature ranges from 800°C to 1600°C. And the price range
of ceramic fiber products is quite broad. There is a obvious price gradient for ceramic fiber
products from low-end to high-end. Among them, the aluminum content, the content of slag
balls, and the bulk density value are all performance indicators that affect the product price.
In 2024, the average tax-exclusive price of most ceramic fiber products were between 5,000
and 15,000 RMB/tonne. At the same time, ceramic fiber products also show a trend of
developing towards high-end. In the selection of raw materials for high-end ceramic fiber
products, the usage amount of aluminum oxide will be increased. In recent years, the market
price of aluminum oxide materials has been on the rise, which undoubtedly promotes the
increase in the production cost of ceramic fiber and, in turn, causes the average price of
ceramic fiber to rise. With the acceleration of the high-end process of products, the cost and
price of ceramic fibers will further increase. It is expected that the price of ceramic fibers will
grow at a CAGR of about 2.3% in the next three years. However, the price of ceramic fiber is
also affected by other factors such as policies and regulations, market competition, and
production process costs.

Market Drivers and Trends of the Ceramic Fiber Market

. Policy-oriented Energy-saving Transformation: The implementation of China’s “dual
carbon” goals and the dual-control policy of carbon emissions on energy consumption has
prompted industrial enterprises to accelerate the adoption of high-efficiency energy-
saving materials. Due to its excellent thermal insulation performance, ceramic fiber can
significantly reduce the heat energy losses of industrial furnaces, pipelines and other
equipment. In recent years, through policies such as the “Action Plan for Industrial
Energy Efficiency Improvement” ( (LZEREMIRTHTE)FIH]) ), the government has
explicitly required high-energy-consuming industries to promote the substitution of
traditional refractory bricks with ceramic fiber, further stimulating market demand.

. Industrial Upgrading and Expansion of Emerging Application Scenarios: As traditional
manufacturing upgrades to high-end and intelligent, demand for heat-resistant,
lightweight materials surges. Equipment renewal and process improvement in metallurgy,
petrochemicals, and power boost ceramic fiber application in high-temperature insulation
and equipment protection. Meanwhile, booming building fire prevention, new energy
vehicles, and concentrated solar power drive new ceramic fiber demands. Material
property requirements in these sectors push the industry towards diversification and
customization.

. Technological Innovation and High-end Breakthroughs: The industry continuously
breaks through the bottlenecks of material performance through technological research
and development. For example, it develops fiber products with higher temperature
resistance and stronger corrosion resistance, as well as biodegradable and safe fibers.
Technological upgrades not only broaden the application of ceramic fibers in high-end
fields such as aerospace and new energy, but also enhance the overall added value of the
industry.

~ 114 -



INDUSTRY OVERVIEW

OVERVIEW OF COMPETITIVE LANDSCAPE OF KAOLIN MARKET
Ranking of Coal-series Calcined Kaolin Companies

In 2024, the market size for kaolin deep-processed products in China reached
RMB10,159.6 million. The market size for coal-series calcined kaolin products accounted for
RMB4,965.9 million, representing 48.9% of the overall market. In terms of revenue of
coal-series calcined kaolin companies in 2024, the top five participating companies in the
market had a combined market share of 50.8%. Among them, our Company ranked fifth with
a market share of 5.4%. The following table presents the ranking of China’s coal-series
calcined kaolin companies, as measured by the revenue of kaolin products in 2024.

Ranking Company Revenue (Million RMB) Market Share
1 Manufacturer A' 970 19.5%
2 Manufacturer B> 500 10.1%
3 Manufacturer C* 496 10.0%
4 Manufacturer D* 290 5.8%
5 Our Company’ 267 5.4%

Source: Company website, Expert Interview, Frost & Sullivan Report

Ranking of Manufacturers of Precision Casting Mullite Products

In 2024, the market size of precision casting mullite products in China reached
RMB971.9 million. In terms of revenue of precision casting mullite products in 2024, the top
five participating companies in the market had a combined market share of 48.6%. Among
them, our Company ranked 1st with the market share of 19.1%. The following table presents
the ranking of manufacturers of precision casting mullite products, as measured by revenue of
precision casting mullite products in 2024.

1 Manufacturer A, established in 2007 and located in Shanxi Province, is a company specializing in the
development, production, and sales of calcined kaolin products. Its products are primarily applied in the fields
of paper, coatings, and rubber.

2 Manufacturer B, established in 2002 and located in Shanxi Province, is a company specializing in the
production of calcined kaolin products. Its products are applied in the fields of paper, coatings, ceramics, and
refractory materials.

3 Manufacturer C, established in 2012 and located in Inner Mongolia Autonomous Region, specializes in the
research, development, and production of ultrafine calcined kaolin and calcined kaolin products. These
products are widely used in coatings, paper, plastics and rubber, ceramics, and refractory materials.

4 Manufacturer D, established in 2009 and located in Inner Mongolia Autonomous Region, specializes in
producing ultrafine, high-whiteness calcined kaolin products. Its products are widely used in paper, coatings,
wires and cables, plastics, rubber, and ceramics.

5 Our Company, a coal-series kaolin company in China, with integrated capabilities spanning the entire value
chain from mining, R&D, processing to production and sales. The products mainly include precision casting
mullite products and refractory mullite products, which are essential materials for precision casting and
refractory materials applications.
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Ranking Company Revenue (Million RMB) Market Share
1 Our Company’ 186 19.1%
2 Manufacturer E® 105 10.8%
3 Manufacturer F’ 98 10.1%
4 Manufacturer G 53 5.5%
5 Manufacturer H’ 30 3.1%

Source: Company website, Expert Interview, Frost & Sullivan Report

Ranking of Manufacturers of Refractory Mullite Products

The market size of refractory mullite products in China reached RMB5,525.8 million in
2024. In terms of revenue of refractory mullite products in 2024, the top three participating
manufacturer in the market, namely manufacturers I, J and K, have a combined market share
of 9.2%. Our Company ‘s market share in the refractory mullite products market is 0.94%. The
market is relatively fragmented, with a majority of players being small to medium-sized
enterprises. The following table presents the top three manufacturers of refractory mullite
products, as measured by revenue of refractory mullite products in 2024.

Ranking Company Revenue (Million RMB) Market Share
1 Manufacturer I'° 180 3.3%
2 Manufacturer J'! 175 3.2%
3 Manufacturer K'? 152 2.8%

Source: Company website, Expert Interview, Frost & Sullivan Report

6 Manufacturer E was founded in 2021, and is located in Shandong Province. Its principal business lies in the
special refractory materials. The products are widely used in the precision casting of various alloys.

7 Manufacturer F was established in 1958. It is located in Shandong Province. It is mainly engaged in the
production, processing and sales of refractory-related products. The company’s products are widely used in
high-temperature manufacturing industries such as metallurgy and building materials.

8 Manufacturer G, established in 2017, is located in Shanxi Province. The company mainly produces kaolin
products through calcination. The company’s products are widely used in industries such as ceramics, glass
fiber, precision casting, calcining saggers for lithium battery materials and refractory materials.

9 Manufacturer H was founded in 2004 and is located in Hubei Province. Its main products include mullite sand,
mullite powder, kaolin suitable for precision casting, and calcined kaolin, etc. The products are mainly applied
in precision casting industries.

10 Manufacturer I, established in 1999 and located in Shanxi Province, is a company focused on the refractory
materials sector. It primarily engages in the production and sales of high-performance refractory materials such
as mullite, with products widely used in metallurgy, building materials, and chemical industries.

11 Manufacturer J, established in 2003 and located in Inner Mongolia Autonomous Region, is an enterprise that
utilizes local mineral resources to process kaolin and produce mullite for refractory use. Its products are
mainly applied in the steel and construction materials industries.

12 Manufacturer K, established in 2005 and located in Jiangsu Province, is a company specializing in the
research, production, and sales of high-purity, high-temperature synthetic refractory raw materials. Its main
products include sintered mullite, sintered alumina, and magnesia-alumina spinel, which are widely used in
industries such as steel, cement, glass, ceramics, and petrochemicals.
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This section sets forth a summary of the laws and regulations applicable to our
Company’s business and operations in the PRC, the jurisdiction which our Company operates.
As this is a summary, it does not contain detailed analysis of laws in this jurisdiction which is
relevant to our Company’s business.

OVERVIEW

PRC enterprises are subject to extensive PRC laws and regulations and government
supervision. We are mainly supervised and regulated by the following PRC government bodies:

The State Council, as the highest administrative body, is responsible for formulating and
reforming the Chinese government’s investment system, approval system and investment
project catalog for governmental approval.

National Development and Reform Commission (“NDRC”) is responsible for (1)
formulating and implementing main policies on China’s economic and social development; (2)
planning the major construction projects and distribution of productive forces; and (3)
examining and approving investment projects with expenditure exceeding certain amount or in
special industrial sectors. The competent investment departments of all levels of local
governments are responsible for (1) implementing the specific policies formulated by NDRC;
(2) examining and approving investment projects that are not examined and approved by
NDRC; and (3) the filing of other enterprise investment projects that do not require
examination and approval.

MIIT is responsible for (1) formulating the planning, industrial policies and standards of
industry and information and other sectors (including the mining industry); (2) setting the
access conditions of industry and information and other sectors (including the mining
industry); and (3) organising and implementing the access conditions of such industries
(including the mining industry). The competent departments of industry and information of all
levels of local governments are responsible for the production and supervision of the
enterprises of industry and information (including the mining industry) within their
administrative divisions.

MNR is responsible for (1) granting the land use right certificate and the mining right
licence; (2) approving the transfer and lease of mining rights; and (3) reviewing the mining fees
and reserves assessment. The competent departments of natural resources of all levels of local
governments are responsible for the land and mining administration within their administrative
divisions.

MEE is responsible for (1) formulating guidelines, policies and regulations of national
environmental protection; and (2) conducting environmental impact assessment of the major
economic and technological policies, development plans and major economic development
plans. The competent ecology and environment departments of all levels of local governments
are responsible for the supervision and inspection of the “Three Simultaneities” of the
construction projects within their administrative divisions, as well as the permit and
supervision of the sewage of the industrial and mining enterprises.
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MEM is responsible for the national supervision and administration of work safety to
ensure the implementation of relevant national laws and regulations on work safety. The
competent emergency management departments of all levels of local governments are
responsible for the supervision and administration of work safety of industrial and mining
enterprises within their administrative divisions, and the supervision and inspection of work
safety of the construction projects in terms of the “Three Simultaneities”.

SAMR is responsible for leading national product quality administration, product
technology supervision, standardisation and other items. The competent administration for
market regulation departments of all levels of local governments are responsible for the
supervision and administration of product quality of the industrial and mining enterprises
within their administrative divisions.

LAWS AND REGULATIONS RELATING TO MINERAL RESOURCES

According to the PRC Mineral Resources Law, which was promulgated by the Standing
Committee of the National People’s Congress on 19 March 1986, became effective on 1
October 1986, and was amended on 29 August 1996, 27 August 2009 and 18 November 2024
respectively, all mineral resources of the PRC are owned by the State. The geology and mineral
resources department of the State Council, which is now the MNR, is responsible for the
supervision and administration of the exploration and mining of mineral resources nationwide.
The natural resources departments of the local governments above the county level, in
conjunction with relevant departments, are responsible for the supervision and administration

of the exploration and mining of mineral resources within their own jurisdictions.

Where a mining right is established, an application for registration of the mining right
shall be made to the mining right transferring department. If the conditions for registration are
met, the mining right transferring department shall record the relevant matters in the mining
right register, and issue the mining right certificate to the mining right owner. After acquiring
the mining right, the owner of the mining right shall, before carrying out the exploration and
mining operations of the mineral resources, prepare an exploration and mining plan, submit it
to the department that granted the original mining right for approval, and obtain the exploration
permits, mining permits; No exploration or mining operation shall be carried out without
obtaining a permit.

According to the Notice on the Implementation of the New Mineral Resources Law issued
by the Ministry of Natural Resources of China (Zi Ran Zi Fa [2024] No. 289) on 19 December
2024, in accordance with the principle of “no change in rights, no replacement of certificates”,
the connection between the old and new certificates shall be made. To ensure that the
exploration permits and mining permits issued before the implementation of the New Mineral
Resources Law continue to be valid within the validity period, and shall not be forced to
replace the certificates.
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According to the Interim Measures for the Supervision and Administration of Mineral
Resources ( WEZE &EUR BB E Y 1THHE) ), promulgated by the State Council and
implemented on 29 April 1987, calculation and mining of mineral reserves by the mining
enterprises shall be based on the approved industrial indicators regarding mineral reserves
calculation, which could not be arbitrarily altered.

According to the Regulation for Registering to Explore for Mineral Resources Using the
Block System ( (B & HI#r @ 5 50 HHEL) ), effective as of 12 February 1998 and
amended on 29 July 2014, and the Procedures for Administration of Registration of Mining of
Mineral Resources ( Wz &R B S50 E HHFL) ), effective as of 12 February 1998 and
amended on 29 July 2014, exploration or mining of mineral resources must file registration and
obtain exploration or mining licences, as the case may be.

Rights and obligations of holders of mining licences

According to the Implementation Rules for the PRC Mineral Resources Law ( {H#E A
F L [0 8 2 R IR AN ) ), the rights exercisable by the holder of a mining licence
include, among other things, the following: (1) engaging in mining activities in the designated
mining area and within the term prescribed under the mining licence; (2) selling the mineral
products, except for those minerals which shall be sold to designated units as required by the
State Council; (3) constructing production facilities and amenities within the mining area; and
(4) acquiring the land use right attaching to the mine construction in accordance with law.

The obligations of a holder of a mining licence include, among other things, the
following: (1) conducting mine construction or mining within the term prescribed in the mining
licence; (2) effectively protecting, rationally mining and comprehensively utilising the mineral
resources; (3) paying resource tax and resources compensation fee pursuant to law; (4)
complying with the PRC laws and regulations regarding work safety, water and soil
conservancy, land recovery and environmental protection; and (5) accepting the supervision
and administration from both the competent authorities in charge of geology and mineral
resources and the other relevant competent authorities, completing and delivering the mineral

reserves tables as required and submitting reports relating to mineral resources utilisation.
Usage fees and renewal of mining licences

The holder of an mining licence is subject to exploration right usage fees and mining right
usage fees. In accordance with the Procedures for Administration of Registration of Mining of
Mineral Resources ( <M &5 B PR S FLE FEHHE) ), the mining right usage fee shall be paid
on an annual basis. The rate of mining right usage fee shall be RMB 1,000 per square kilometre
per year.

Pursuant to the Procedures for Administration of Registration of Mining of Mineral
Resources ( (¥ & B PS50 B HE) ), the validity period of a mining licence shall be
determined according to the scale of the mine. The maximum validity period of the initial term
of a mining licence for a big-scale mine, medium-scale mine and small-scale mine shall be 30
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years, 20 years and 10 years, respectively. The mining licence can be renewed within 30 days
prior to its expiration, upon compliance with the prescribed extension procedure. If the holder
of a mining licence fails to renew its licence in time, such mining licence shall be automatically

annulled upon expiration.
Related resource tax and resource compensation fee

Pursuant to the Resource Tax Law of the PRC ( ¥ A RILANE &I FLIL) ),which was
promulgated on 26 August 2019 and became effective on 1 September 2020, the tax rate on
non-metallic kaolin ore (including kaolin ores or beneficiation) ranges from 1% to 6%
according to different tax items, if the tax is levied on an ad valorem basis, the tax payable is
calculated by the sales volume of taxable resource products multiplied by the specific
applicable tax rate; if the tax is levied on a quantity basis, the tax payable shall be calculated
by the sales volume of the taxable product multiplied by the specific applicable tax rate. The
specific methods of levying taxes shall be proposed by the people’s governments of provinces,
autonomous regions and municipalities directly under the Central Government, subject to
approval by the standing committee of the people’s congress at the same level and filing with
the Standing Committee of the National People’s Congress and the State Council.

Pursuant to the Notice on Comprehensively Promoting Reform of Resource Tax ( <
A TH R HE B JR BB )3 AT) ) and the Notice on Issues on Specific Policies on the Reform of
Resource Tax ( B &AL E H B8 BOR MG H) ) issued by the MOF and the SAT,
both of which became effective on 1 July 2016, the tax rate of kaolin ore is 1%-6%. Resource
tax shall be calculated and collected upon the sale or self-use of taxable products. The
Announcement of the MOF and the SAT on the Implementation Criteria of Issues Related to
Resource Tax ( HAECHS ~ BLH5 48 )5 B EIRBLAT B BT DA AT A4 ) ), which came into
effect on 1 September 2020, has abolished the above two documents and set out criteria for the
determination of “taxable product” and “sales amount” of such taxable products in respect of
resource tax.

Pursuant to the Rules for the Administration of Collection of Mineral Resource
Compensation Fees (B & A 8 2 U FBLE ) ), promulgated by the State Council on
27 February 1994 and amended on 3 July 1997, the holder of a mining licence shall pay the
mineral resource compensation fees from sale proceeds of mineral products on a pro rata basis.
According to the Notice of the State Council on Issuing the Reform Plan for the Mineral
Resources Royalty System (Guo Fa [2017] No. 29) ( <EI%5 B B 7 ER 55 0 a8 6 U5 ME 6 46 il B el
W ZAME AT ) issued and implemented by the State Council on April 13, 2017, the mineral
resources compensation fees are incorporated into the resource tax in accordance with the
principle of the change from administrative fees into tax.

As a result, the mineral resource compensation fee rate for all mineral resource categories
in Anhui Province has currently been set at zero, with the compensation fee fully integrated
into resource tax collection framework. And the mineral resource compensation fee rate has
been kept nil fee rate throughout the Track Record Period.
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LAWS AND REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION

The PRC laws and regulations relating to environmental protection mainly include:
Environmental Protection Law of the PRC ( {H#E N RILHBEI IR IFIRF#EE) ) (revised on 24
April 2014 and implemented on 1 January 2015), Water Pollution Prevention and Control Law
of the PRC ( {1 #E N R AL B KI5 4B iR7%) ) (revised on 27 June 2017 and implemented on
1 January 2018), Atmospheric Pollution Prevention and Control Law of the PRC ( {3 A [&
LA B KSR I5 YeBiiR 1) ) (revised and implemented on 26 October 2018), Law of the PRC on
Prevention and Control of Environmental Pollution by Solid Waste ( € #E A F& H AN 57 [#] #8 5%
Y5 YRR FTIRTA) ) (revised on 29 April 2020 and implemented on 1 September 2020),
Environmental Protection Tax Law of the PRC ( ("3 A\ RILFNE BT R FERLE) ) (revised
and implemented on 26 October 2018), Implementation Regulation on the Environmental
Protection Tax Law of the PRC ( ("3 A B ALHN 0 BRBS R ERL L B B) ) (announced on
25 December 2017 and implemented on 1 January 2018), Measures for Pollutant Discharge
Permitting Administration ( {PEISFFrIE ALY ) (announced on 1 April 2024 and
implemented on 1 July 2024), Law of the PRC on Prevention and Control of Pollution from
Environmental Noise ( {3 A R ALFN B BR TR )5 YL 77775 ) ) (revised and implemented on
29 December 2018, and was abolished and replaced by Law of the PRC on Noise Pollution
Prevention and Control ( (¥ A RILHIE =5 YL 57575 ) ) which became effective on 5
June 2022), and Provisions for the Protection of Geological Environment in Mines ( R LL b
EIRIEIRERIE) ) (revised and implemented on 24 July 2019).

Pursuant to the aforesaid laws and regulations, enterprises that discharge and dispose of
toxic and dangerous substances such as wastewater, waste gas and solid wastes shall comply
with the national and local standards of usage and shall declare to and register with the relevant
environmental protection administration authorities and pay pollution discharge fees according
to law where applicable.

Pursuant to the Law on Environmental Impact Assessment of the PRC ( {H % A RALAN
Bl IR b5 5 25 5TE(E ) ), which came into effect on 1 September 2003 and was amended on 2 July
2016 and 29 December 2018 respectively, construction entities should prepare or fill in the
environment impact reports, reporting forms or registration forms of the environment impact
according to the degree of environmental impact caused by the construction projects as
follows: (1) if the environmental impact may be significant, an environmental impact report
shall be required, which shall thoroughly appraise the potential environmental impact; (2) if the
environmental impact may be gentle, an environmental impact report form of analysing or
appraising the specific potential environmental impact shall be required; and (3) if the
environmental impact may be so slight that it is unnecessary to conduct an appraisal of the
environmental impacts, an environmental impact registration form shall be filled in and
submitted.

Pursuant to the Interim Measures for Environmental Protection Acceptance of Completed
Construction Projects ( (Ea%JH H v TERBEORFERUCE 1775 ) ) effective as of 20 November
2017 and the Regulations on the Administration Construction Project Environmental Protection
( CEERRIE H BRI HRME M) ), which was revised on 16 July 2017 and implemented on 1
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October 2017, after the completion of a construction project for which an environmental
impact report or an environmental impact report form is required, the construction entity shall,
according to standards and procedures prescribed by the environmental protection
administrative authorities, conduct environmental protection completion acceptance check and
compile an acceptance check report. A construction project for which an environmental impact
report or an environmental impact report form is required shall not be put into production or
use until the environmental protection completion acceptance check has been passed.

LAWS AND REGULATIONS RELATING TO PRODUCTION SAFETY

The PRC government has formulated a relatively comprehensive set of laws and
regulations on production safety, including the Work Safety Law of the PRC ( (% A\ LA
Bl %A FE L) ) (effective as of 1 November 2002 and revised on 27 August 2009, 31 August
2014 and 10 June 2021, respectively), the Mine Safety Law of the PRC ( {3 A R A7 B %
% 425) ) (effective as of 1 May 1993 and revised on 27 August 2009) as well as the
Regulations for the Implementation of the Mine Safety Law of the PRC ( {3 A [ 30 B i
& 2L B ) (effective as of 30 October 1996) promulgated by the State Council,
covering mineral resources exploration, mining and mine construction. The PRC government
applies a work safety licensing system for production safety to mining enterprises under the
Regulations on Work Safety Permits ( (L2 EE R @& f) ) (effective as of 13 January
2004 and revised on 18 July 2013 and 29 July 2014, respectively). No mining enterprise may
engage in production activities without holding a valid work safety licence. Any mining
enterprise which fails to satisfy the production safety conditions set out in the Regulations on
Work Safety Permits may not obtain a work safe licence and carry out any production activity.
Mining enterprises which have obtained the work safety licences shall not lower their
production safety standards, and shall be subject to the supervision and inspection by the
licensing authorities from time to time. If the licencing authority is of the opinion that any of
such enterprises no longer satisfy the production safety requirements, the work safety licence
may be withheld or revoked. The valid period for a work safety licence shall be 3 years. The
enterprise may apply for extension of the licence within 3 months prior to expiration of the
licence, and if the licenced enterprise has been strictly complied with the relevant laws and
regulations in relation to work safety and free of any fatal accident during the term of the
licence, with the consent of the licensing authority, the licence could be renewed without
examination procedure. The primary person in charge and the work safety management
personnel of a mining enterprise shall pass the assessment on their work safety knowledge and
management capabilities conducted by the competent work safety authority.

The PRC government has also formulated a set of national standards on production safety
for the mining industry. For example, the mine design shall comply with production safety
requirements and industry practice; mining enterprises must establish and improve the safe
production responsibility system. Managers of mines shall be responsible for the safe
production in their respective enterprises. Mining enterprises must give safety education and
training to their workers and staff; those without receiving safety education and training may
not take up a post of duty.
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Pursuant to the relevant requirements of the Mine Safety Law of the PRC ( {H13E A &3t
FE A% 1L % 427%) ), the Regulations on the Reporting, Investigation and Disposition of Work
Safety Accidents ( (4272 HCHRAE G EILEEM]) ), the Notice on Regulating the
Inspection for Acceptance upon Completion of Safety Facilities in Metal and Non-metal Mine
Construction Projects ( CRR A 1 280 4 o I 4 o 0 Ly A s Ve H & it v B TAERY 3@ ) ),
the authorities in charge of mining enterprises under the people’s governments at or above the
county level shall exercise the following functions and responsibilities with respect to the
control of safety work in mines: (1) to inspect the implementation of laws and regulations on
safety in mines by mining enterprises; (2) to examine and approve designs of safety facilities
in mine construction projects; (3) to supervise the inspection for acceptance upon completion
of safety facilities in mine construction projects; (4) to manage the training of managers of
mines and personnel in charge of safety work in mining enterprises; (5) to investigate and
handle material work safety accidents at mines; and (6) other controlling functions and
responsibilities provided for in laws and administrative rules and regulations.

Upon occurrence of accidents, mining enterprises shall immediately take measures to
rescue their workers and report any casualty to the relevant authority. In the event of a general
mine accident, the mining enterprise shall be responsible for investigating and handling the
case. In the event of a fatal accident, the government, the relevant authority, the labour union
and the mining enterprise shall conduct investigation and handle the case together. In addition,
mining enterprise shall pay compensation to any staff who was injured or died in the accident
in accordance with the national requirements. Such mining enterprise may only resume
production after the relevant danger at the scene has been eliminated.

Pursuant to Measures on the Implementation of Work Safety Permit for Non-Coal Mining
Enterprises ( CIEMEOBME L 2% 2 4EEFF ] s H ML) ) (which came into effect on 17
May 2004 and revised on 8 June 2009 and 26 May 2015), non-coal mining enterprises must
obtain the production safety permit and are prohibited from engaging in any production
activities without obtaining the permit.

LAWS AND REGULATIONS RELATING TO LAND

Pursuant to the Land Administration Law of the PRC ( {3 A R FLAIE T g #k) ),
which was promulgated on 25 June 1986 and was revised on 29 December 1988, 29 August
1998, 28 August 2004 and 26 August 2019 respectively, and the Regulations on the
Implementation of the Land Administration Law of the PRC ( ("3 A [ LA ER + b A 87 B
Jia i) ), which was promulgated on 27 December 1998 and was revised on 8 January 2011,
29 July 2014 and 2 July 2021, land in the PRC is either state-owned or collectively-owned.
Land owned by the state and collectively-owned by villagers may be allocated to units or
individuals for use according to law. Lawfully registered land ownership and land use rights
are protected by law. In the case of temporary use of state-owned land or land collectively-
owned by farmers for construction projects or by geological survey teams, approval shall be
obtained from the land administrative department of the government at or above the county
level. Land users shall sign contracts with relevant land administrative department or rural

economic collective organisations or village committees for the temporary use of land,
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depending on the ownership of land and shall pay land compensation fees as stipulated in the
contracts for the temporary use of land. The term for the temporary use of land shall generally
not exceed two years. The state shall establish a territorial spatial planning system, and
territorial spatial plans approved in accordance with the law shall be the primary basis for
various activities of land development, protection, and construction. Where a territorial spatial
plan has been worked out, the comprehensive plan for land utilisation and the urban-rural plan
shall no longer be effective. Before a territorial spatial plan is determined, the existing overall
plan for land utilisation and urban-rural plan legally approved shall continue to be effective.
The results of land surveys are of great importance in the preparation of territorial spatial plans,

as well as the management, protection and utilisation of natural resources.

Pursuant to the PRC Mineral Resources Law and the Measures for the Administration of
the Examination and Approval of the Use of Woodlands by Construction Projects ( {Z#tHH
{57 Mt 75 A2 B I A B ) ), which was promulgated on 31 March 2015 and was amended
on 22 September 2016, in mining mineral resources, a mining enterprise or individual must
observe the legal provisions on environmental protection to prevent pollution of the
environment. In mining mineral resources, a mining enterprise or individual must economise
on the use of land. In construction projects occupying forest land, the forest land shall be used
in a reasonable, economical, and intensive manner in accordance with the protection and use
plan. In case cultivated land, grassland or forest land is damaged due to mining, the mining
enterprise concerned shall take measures to utilise the land affected, such as by reclamation,
tree and grass planting, as appropriate to the local conditions. Anyone who, in mining mineral
resources, causes losses to the production and well-being of other persons shall be liable for

compensation and shall adopt necessary remedial measures.

Pursuant to the Regulation on Land Reclamation ( (THbfEZRWEH]) ) which was
promulgated and came into effect on 5 March 2011 and the Measures for the Implementation
of the Regulation on Land Reclamation ( {1 HifZZREFIE MEHFE) ), which came into effect
on 1 March 2013 and was amended on 16 July 2019, the production and construction entities
or individuals shall be responsible for the reclamation of the land destroyed by their production
and construction activities. A land user shall, when handling the application for a piece of
construction land or handling the application for the mining right, submit the plan for land
reclamation for approval. Where the plan for land reclamation does not meet the relevant
requirements, the construction land use right or the mining licence cannot be obtained. If a land
user implements land reclamation in accordance with the land reclamation plan, he shall report
to the competent land and resources authorities of the local people’s governments at or above
the county level for examination and acceptance.

LAW AND REGULATIONS RELATING TO PRODUCT QUALITY

The principal legal provisions governing product liability are set out under the Product
Quality Law of the PRC (3 A\ RILFNEH A 5 E 8 ¥5) (the “Product Quality Law™) issued
on February 22, 1993 and amended recently on December 29, 2018. The Product Quality Law
requires that producers shall establish and improve its internal product quality management
systems, and strictly implement position quality specification, quality responsibility and

— 124 -



REGULATORY OVERVIEW

relevant measures for their assessment. Producers shall be responsible for the quality of
products they produce in accordance with the Product Quality Law and they shall be liable for
failing to meet the prescribed quality standards. Products shall meet the following quality
requirements: (i) constituting no unreasonable threats to safety of people and property, and
conforming to the national standards or the industrial standards for ensuring human health,
personal safety and safety of property, where there are such standards; (ii) possessing the
properties as required, except for those with directions stating their functional defects; and (iii)
conforming to the product standards marked on the products or on the packages thereof, and
to the quality conditions indicated by way of, among others, product directions and samples.
Producers and sellers shall be liable for compensation for damages which are caused by the
defects of their products. Producers or sellers that violate the Product Quality Law may be
subject to fines and be ordered to cease the production or sale of unlawfully produced products,
and their illegal earnings may be confiscated. If the circumstances are serious, the business
licence shall be revoked by the competent authorities. If the case constitutes a crime, the
producer and/or seller shall be prosecuted for criminal responsibility. Pursuant to the Civil
Code of the PRC (¥ A\ [RILFNE &%) issued on May 28, 2020 and became effective on
January 1, 2021, a producer shall be responsible for the quality of the products it produces. If
a seller fails to identify the manufacturer or the supplier of the defective products, the relevant
seller shall bear tort liability. In the event of damage being caused by a defective product, the
victim shall be entitled to demand compensation from either the manufacturer or the seller.
Sellers shall assume tort liability where the defects in relevant products causing damage to
others are attributable to the sellers. Where any harm is caused by a defective product, the
victim may claim for compensation either from the producers or sellers and the sellers holds
the right to recover their losses from the producers. If the liability lies on the sellers while the
compensation has been paid by the producers, the producers have the right to recover their
losses from the sellers. Being set out under the Product Quality Law of the PRC {H13E A [&
LRI 5B 875D (the “Product Quality Law”) issued on February 22, 1993 and amended
recently on December 29, 2018. The Product Quality Law requires that producers shall
establish and improve its internal product quality management systems, and strictly implement
position quality specification, quality responsibility and relevant measures for their
assessment. Producers shall be responsible for the quality of products they produce in
accordance with the Product Quality Law and they shall be liable for failing to meet the
prescribed quality standards. Products shall meet the following quality requirements: (i)
constituting no unreasonable threats to safety of people and property, and conforming to the
national standards or the industrial standards for ensuring human health, personal safety and
safety of property, where there are such standards; (ii) possessing the properties as required,
except for those with directions stating their functional defects; and (iii) conforming to the
product standards marked on the products or on the packages thereof, and to the quality
conditions indicated by way of, among others, product directions and samples. Producers and
sellers shall be liable for compensation for damages which are caused by the defects of their
products. Producers or sellers that violate the Product Quality Law may be subject to fines and
be ordered to cease the production or sale of unlawfully produced products, and their illegal
earnings may be confiscated. If the circumstances are serious, the business licence shall be
revoked by the competent authorities. If the case constitutes a crime, the producer and/or seller
shall be prosecuted for criminal responsibility. Pursuant to the Civil Code of the PRC (1%
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NRFLFE REH) issued on May 28, 2020 and became effective on January 1, 2021, a
producer shall be responsible for the quality of the products it produces. If a seller fails to
identify the manufacturer or the supplier of the defective products, the relevant seller shall bear
tort liability. In the event of damage being caused by a defective product, the victim shall be
entitled to demand compensation from either the manufacturer or the seller. Sellers shall
assume tort liability where the defects in relevant products causing damage to others are
attributable to the sellers. Where any harm is caused by a defective product, the victim may
claim for compensation either from the producers or sellers and the sellers holds the right to
recover their losses from the producers. If the liability lies on the sellers while the
compensation has been paid by the producers, the producers have the right to recover their
losses from the sellers.

LAWS AND REGULATIONS RELATED TO THE ENTERPRISE INCOME TAX

Pursuant to the EIT Law which became effective on 1 January 2008 and was amended on
24 February 2017 and on 29 December 2018 respectively, and the EIT Regulation which
became effective on 1 January 2008 and amended on 23 April 2019, enterprises lawfully
incorporated in the PRC or enterprises incorporated according to the laws of foreign countries
(regions) but with de facto management organisation located in the PRC are resident
enterprises. Resident enterprises shall pay enterprise income tax on all income sourced within
and outside the PRC at the tax rate of 25%. For industries and projects which receive key
support and encouragement for development from the State, preferential treatment on
enterprise income tax will be available; qualified small enterprises with thin profit will be
levied enterprise income tax at a reduced tax rate of 20%; high-tech enterprises receiving key
support from the State will be levied enterprise income tax at a reduced tax rate of 15%.

LAWS AND REGULATIONS RELATED TO LABOUR AND PERSONNEL

In accordance with the revised Labour Law of the PRC ( {3 N RILFE 258 %) )
which became effective on 1 January 1995 and was amended on 27 August 2009 and on 29
December 2018 respectively, labour contract shall be entered between the employer and all of
its employees, and the policy that the wages shall be paid according to performance, equal pay
for equal work, lowest wage protection and special labour protection for female worker and
juvenile workers shall be implemented. The Labour Contract Law of the PRC ( (% A3k
FE 25 &) & F%) ) which became effective on 1 January 2008 and was amended on 28
December 2012, and the Implementing Regulations of the Labour Contract Law of the PRC
( (e N RILANE 25 8) A R B B1) ) which became effective on 18 September 2008,
regulate the relationship between the employer and the employee as well as the entering,
execution, performance, modification, withdrawal or termination of labour contracts, improve
the labour contractual system, clarify the respective rights and obligations of both parties to
labour contracts, and protect the legal rights of the employer and the employee.

In accordance with the Social Insurance Law of the PRC ( <3 A R ILA0 B 41 & B
%) ) which came into effect on 1 July 2011 and was amended on 29 December 2018, and the
Several Provisions on Implementing the Social Insurance Law of the PRC ( CEJifi % A Rt
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FE AT & PR THIE) ) implemented on 1 July 2011, the State establishes social
insurance systems such as basic pension insurance, basic medical insurance, work-related
injury insurance and unemployment insurance so as to protect the rights of citizens in receiving
material assistance from the State and the society in accordance with the law when getting old,
sick, injured at work, unemployed and giving birth. Employers and individuals within the
territory of the PRC shall pay their social insurance premiums in accordance with relevant PRC
laws and regulations.

In accordance with the Regulation on the Management of Housing Provident Fund ( {f&
o A4 3 49]) ) which came into effect on 3 April 1999 and was amended on 24 March
2002 and 24 March 2019 respectively, the employer shall make deposit registration with the
local management centre of housing provident fund and establish housing provident fund
account in an entrusted bank for each of its employees. For any new employee, the deposit
registration shall be undertaken by the employer within 30 days from the date of the
employment, and establishment or transfer of housing provident fund account of the new
employee shall be handled.

LAWS AND REGULATIONS RELATING TO OVERSEAS SECURITIES OFFERING
AND LISTING BY DOMESTIC COMPANIES

Pursuant to the Trial Administrative Measures of the Overseas Securities Offering and
Listing by Domestic Companies ( BERARSEGIMNEATRH M E i HEITHHNE) ) (the
“Overseas Listing Trial Measures”) and five supporting guidelines promulgated by the CSRC
on February 17, 2023 and became effective on March 31, 2023, PRC domestic enterprises that
seek to offer and list securities in overseas markets are required to fulfill the filing procedure
with the CSRC and submit filing reports, legal opinions and other relevant documents, and
state the shareholders’ information and other matters in a truthful, accurate and complete
manner.

The Overseas Listing Trial Measures also provide that where an issuer submits an
application for initial public offering or listing to the competent overseas authorities, the issuer
shall also file with the CSRC within 3 business days upon submission of the overseas initial
offering and listing application.

Reforms of investment system by the State Council

Pursuant to the Decision of the State Council on the Reform of Investment System ( ([
5 e BE A $5 & 8 il 2R A 22 ) ), which came into effect on 16 July 2004, significant changes
have been made to the government approval regime for major investment projects in the PRC.
Projects without utilizing governmental funds no longer require examination and approval of
the government, but require approval and filing. With respect to non-government funded
projects, approval would only be required for major or restricted project, while other projects,
regardless of the scale, will only be subject to a filing requirement.
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Laws Related to Intellectual Property

In accordance with the Patent Law of the People’s Republic of China ( {3 A AL A1
BRI ) ) promulgated on March 12, 1984, became effective on April 1, 1985, amended on
October 17, 2020 and the Detailed Rules for the Implementation of the Patent Law of the
People’s Republic of China ( ("1 A\ RILHEHZ AL EHAHR]) ) promulgated on June 15,
2001, became effective on July 1, 2001 and last amended on December 11, 2023, there are three
types of patents in the PRC, namely invention patents, utility model patents and design patents.
The protection period is 20 years for an invention patent, ten years for a utility model patent,
and 15 years for a design patent, commencing from their respective application dates. Any
individual or entity that utilizes a patent or conducts any other activities in infringement of a
patent without prior authorization of the patent holder shall pay compensation to the patent
holder and is subject to disciplines, confiscation or fines imposed by relevant administrative
authorities and, if constituting a crime, shall be held criminally liable in accordance with laws.
In addition, according to the Patent Law, where an entity or individual that applies for a patent
in a foreign country for the invention or utility model accomplished in China, he/she/it shall
report in advance to China National Intellectual Property Administration for confidentiality
review.

Pursuant to the Trademark Law of the PRC ( % A\ R IANE 155 ) ) promulgated on
August 23, 1982, became effective on March 1, 1983, last amended on April 23, 2019, the
period of validity for a registered trademark is 10 years, commencing from the date of
registration. A trademark registrant intending to continue to use the registered trademark upon
expiry of the period of validity shall undergo the renewal formalities within 12 months before
expiry according to the relevant provisions. If failing to do so, the trademark registrant may be
granted a six-month grace period. The period of validity of each renewal is ten years,
commencing from the day after the expiry date of the last period of validity. If the renewal
formalities are not undergone within the grace period, the registration of the trademark shall
be cancelled. The administrative department for industry and commerce has the authority to
investigate any conduct that infringes the exclusive right to use a registered trademark. In the
event that a crime is suspected to have been committed, the administrative department for
industry and commerce shall promptly transfer the case to the judicial department to be dealt
with in accordance with the law.

According to the Copyright Law of the PRC ( (1% A RALFNE Z/EREL) ), which was
promulgated on 7 September 1990 and was revised on 27 October 2001, 26 February 2010 and
11 November 2020 respectively, and the Implementation Rules of the Copyright Law of the
PRC ( ¥ A\ RN B /EREL B /% 9]) ), which was promulgated on 2 August 2002 and
was revised on 8 January 2011 and 30 January 2013 respectively, computer software shall be
included in the forms of “Works” under protection of the Copyright Law of the PRC.
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According to the Regulation on Computer Software Protection ( (FTH HEHR1: R
%) ), which was promulgated on 20 December 2001 and was revised on 8 January 2011 and
30 January 2013 respectively, Chinese citizens, legal entities or other organizations enjoy
copyright in the software which they have developed, whether published or not. A software
copyright owner may register with the software registration institution recognized by the
copyright administration department of the State Council. A registration certificate issued by
the software registration institution is a preliminary proof of the registered items.

According to the Measures for the Administration of Internet Domain Names ( {4
WA E D) ), which was promulgated on 24 August 2017 and became effective on 1
November 2017, domain name registration services shall, in principle, be subject to the
principle of “apply first, register first”. In the process of providing domain name registration
services, an applicant for the registration of a domain name shall provide authentic, accurate
and complete identity information on the holder of the domain name and other domain name
registration information.
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SUMMARY OF JORC CODE

The Mineral Resources and Ore Reserves statements in this document have been prepared
in accordance with the Australasian Code for Reporting of Exploration Results, Mineral
Resources and Ore Reserves (the “JORC Code”). The JORC Code is one of the internationally
accepted Mineral Resources and Ore Reserves classification system established in Australia,
which was first published in February 1989 and last revised in December 2012. The JORC
Code is commonly used in independent technical reports for reporting Resources and Reserves
for public companies reporting to the Stock Exchange. The JORC Code is used by the
Independent Technical Consultant to report the Mineral Resources and Ore Reserves of the
Shuoli Kaolin Project in this document.

The JORC Code defines “Mineral Resource” as a concentration or occurrence of solid
material of economic interest in or on the Earth’s crust in such form, grade (or quality) and
quantity that there are reasonable prospects for eventual economic extraction. The location,
quantity, grade (or quality), continuity and other geological characteristics of a Mineral
Resource are known, estimated or interpreted from specific geological evidence and
knowledge, including sampling. Mineral Resources are subdivided in order of increasing
geological confidence into the following categories:

. Inferred Mineral Resource — is that part of a Mineral Resource for which quantity
and grade (or quality) are estimated on the basis of limited geological evidence and
sampling. Geological evidence is sufficient to imply but not verify geological and
grade (or quality) continuity. It is based on exploration, sampling and testing
information gathered through appropriate techniques from locations such as
outcrops, trenches, pits, workings and drill holes;

. Indicated Mineral Resource — is that part of a Mineral Resource for which
quantity, grade (or quality), densities, shape and physical characteristics are
estimated with sufficient confidence to allow the application of Modifying Factors
in sufficient detail to support mine planning and evaluation of the economic viability
of the deposit. Geological evidence is derived from adequately detailed and reliable
exploration, sampling and testing gathered through appropriate techniques from
locations such as outcrops, trenches, pits, workings and drill holes, and is sufficient
to assume geological and grade (or quality) continuity between points of observation
where data and samples are gathered; and

. Measured Mineral Resource — is that part of a Mineral Resource for which
quantity, grade (or quality), densities, shape, and physical characteristics are
estimated with confidence sufficient to allow the application of Modifying Factors
to support detailed mine planning and final evaluation of the economic viability of
the deposit. Geological evidence is derived from detailed and reliable exploration,
sampling and testing gathered through appropriate techniques from locations such as
outcrops, trenches, pits, workings and drill holes, and is sufficient to confirm
geological and grade (or quality) continuity between points of observation where
data and samples are gathered.
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The JORC Code defines “Ore Reserve” as the economically mineable part of a Measured
and/or Indicated Mineral Resource. It includes diluting materials and allowances for losses,
which may occur when the material is mined or extracted and is defined by studies at
Pre-Feasibility or Feasibility level as appropriate that include application of Modifying
Factors. Such studies demonstrate that, at the time of reporting, extraction could reasonably be

justified.
Ore reserves are sub-divided into the following categories:

. Probable Ore Reserve — is the economically mineable part of an Indicated, and in
some circumstances, a Measured Mineral Resource. The confidence in the
Modifying Factors applying to a Probable Ore Reserve is lower than that applying

to a Proved Ore Reserve; and

. Proved Ore Reserve — is the economically mineable part of a Measured Mineral
Resource. A Proved Ore Reserve implies a high degree of confidence in the

Modifying Factors.

The following diagram summarises the general relationship between Exploration Results,
Mineral Resources and Ore Reserves under the JORC Code:

Exploration Results

Mineral Resources Ore Reserves

Inferred
Indicated Probable

Increasing level

of geological
knowledge and
confidence

Measured Proved

Consideration of mining, processing, metallurgical, infrastructure,
economic, marketing, legal environment, social and government factors

(the “Modifying Factors™)

Source: JORC Code, 2012
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Ore Reserves are generally quoted as comprising a portion of the total Mineral Resource
rather than the Mineral Resources being additional to the Ore Reserves quoted. Under the
JORC Code either procedure is acceptable, provided the method adopted is clearly identified.
The Independent Technical Report in this document reports all of the Ore Reserves as part of
the Mineral Resources.
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HISTORY AND DEVELOPMENT
Overview

We are a coal-series kaolin company in China, with integrated capabilities spanning the
entire value chain from mining, R&D and processing to production and sales. As a prominent
producer of calcined kaolin products in China, our business is anchored by our abundant and
high-quality coal-series kaolin mineral assets. Our products mainly include precision casting
mullite products and refractory mullite products, which are essential materials for precision
casting shell mold and refractory materials. We also sell raw coke and raw powder to customers

for further processing.

Our Company was established as a limited liability Company under the PRC laws on
October 25, 2012 under the former name of Anhui Jinyan Kaolin Technology Company Limited
(LA = TR A BRZA F]). Upon our establishment, our Company was wholly owned by
Shuoli Mining. On June 17, 2022, our Company was converted into a joint stock company and
was renamed as Anhui Jinyan Kaolin New Material Co., Ltd. (Z&& A mia tab Bk
FR7ZyF]). The shares of our Company were subsequently listed and traded on the NEEQ (stock
code: 872844) on November 22, 2022. As of the Latest Practicable Date, our Company has an
issued share capital of RMB72,894,316 with 72,894,316 shares with a nominal value of
RMB1.00 each.

Milestones of Development

The following table sets out the key milestones of our business development:

Year Event
2012 ... ... Our Company was established.
2014 . ... ... .. Our Company was elected as an entity member of Association of

China Refractories Industry.

2016 . ........ Our Company obtained its first certificate of High and New
Technology Enterprise (#1742 iy 3£ 5 5.

2019 ....... .. Our Company was selected into The List of Small and Medium

Technology Enterprise of Anhui Province (Z#IE BHE A H/Mb2EH
#) by the Department of Science and Technology of Anhui Province.
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Year Event

2022 ... Our Company was awarded as Science and Technology Reform
Model Enterprise in SOE Reform (>8R} iR #i2£") by the
SOE Reform Leading Group Office of the State Council.

Our Company completed the conversion into a joint stock company.
Our Company was recognized as one of the fourth batch of National
Specialized and Innovative “Little Giant” Enterprise (1555 5A5%F
#e/NEN"4>2E) by the Ministry of Industry and Information
Technology.

Our Shares were listed and traded on the NEEQ.

2024 ... ... Our Company was selected into the List of Anhui Industrial
Excellence (Z#I T3K M4 ) by the Department of Industry and
Information Technology of Anhui Province.

Our Company was awarded Anhui Excellence Brand Model
Enterprise (“f¢3% M- /~#id3) by the Administration for Market
Regulation of Anhui Province.

Our Company was selected into the List of 2024 Single Champion of
Manufacturing Enterprises of Anhui Province (Z# #2558 IH i
HHHMEL ) by Department of Industry and Information
Technology of Anhui Province.

MAJOR SHAREHOLDING CHANGES OF OUR COMPANY
(1) Establishment of our Company

Our Company was established as a limited liability Company under the PRC laws on
October 25, 2012 with a registered capital of RMB26,000,000. Upon establishment, our
Company was wholly owned by Shuoli Mining, which was then controlled by Huaibei Mining
Group, a company controlled by Anhui Province State-owned Assets Supervision and
Administration Commission (“Anhui SASAC”). Prior to obtaining the mining rights of the
Shuoli Kaolin Mine from Shuoli Mining in 2021, the Company was primarily involved in the
processing of kaolin, which was purchased from Shuoli Mining, as well as sale of kaolin and
related products.

~ 134 -



HISTORY, DEVELOPMENT AND CORPORATE STRUCTURE

(2) Major Shareholding Changes of our Company Before Conversion into Joint Stock
Limited Company

(a) Equity Transfer in October 2021

Pursuant to the equity transfer agreement entered into between Shuoli Mining and
Huaibei Mining Group on September 27, 2021, Shuoli Mining transferred 100% of the equity
interests of our Company to Huaibei Mining Group at the consideration of RMB131,393,800.
Such consideration was determined with reference to the valuation of our Company as of
December 31, 2020 appraised by an independent third-party valuer. Upon completion of the
share transfer, our Company was wholly owned by Huaibei Mining Group.

The Company entered into an asset transfer agreement on October 10, 2021, and a
supplemental agreement on December 15, 2021 with Shuoli Mining, pursuant to which the
Company acquired the Shuoli Kaolin Mine and its mining license. The consideration for the
transaction was approximately RMB202.4 million, which was based on the valuation of the
mining right and related assets of Shuoli Kaolin Mine as of November 30, 2021 by an
independent third-party valuer. The consideration was recognized as our property, plant and
equipment and other intangible assets. Upon completion of such asset transfer, the Company
started to engage in the mining of kaolin.

(b) Capital Increase in December 2021

Pursuant to the capital increase agreement and the supplemental capital increase
agreement entered into between Huaibei Mining Group and Huaibei Jiaotou, a company
controlled by Huaibei Municipality State-owned Assets Supervision and Administration
Commission (“Huaibei SASAC”), on December 27, 2021, Huaibei Jiaotou subscribed for all
the increased registered capital of our Company, which accounted for 49% of the enlarged
registered capital of the Company, at the consideration of RMB126,241,100. Such
consideration was determined with reference to the valuation of our Company as of December
31, 2020 appraised by an independent third-party valuer, and was settled on March 23, 2022.
Upon completion of the capital increase, the shareholding structure of our Company was as

follows:
Registered capital Shareholding
Shareholder subscribed for percentage
Huaibei Mining Group . ................ RMB26,000,000 51.0%
Huaibei Jiaotou . . . ....... ... ... ..... RMB24,980,400 49.0%
Total . . ..... ... ... ... ... .. ... ... .. ... RMB50,980,400 100%
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(3) Conversion into a Joint Stock Limited Company

In preparation of our application for listing on the NEEQ, and pursuant to shareholders’
resolutions dated June 15, 2022 and a promoters’ agreement dated June 15, 2022 entered into
by all the then Shareholders, all promoters of our Company (being Huaibei Mining Group and
Huaibei Jiaotou) agreed to convert our Company from a limited liability company into a joint
stock limited company. According to an audit report of our Company prepared by our then
reporting accountant dated June 15, 2022, the audited net assets value of our Company as of
April 30, 2022 amounted to RMB239,724,508.40, among which (i) RMB50,980,400 was
converted into 50,980,400 Shares with a nominal value of RMB1.0, which were subscribed by
all the then Shareholders in proportion to their respective equity interests in our Company
before the conversion; and (ii) the remaining amount of RMB188,744,108.40 was recorded as
capital reserves of our Company. The conversion was completed on June 17, 2022 and our
Company was renamed as Anhui Jinyan Kaolin New Materials Co., Ltd.

(4) Major Shareholding Changes of our Company After Conversion into Joint Stock
Limited Company

(a) Share Allotment in June 2022

Pursuant to the shareholders’ resolutions adopted by Huaibei Mining Group and Huaibei
Jiaotou on June 20, 2022, each of Huaibei Mining Group and Huaibei Jiaotou subscribed for
additional 15,820,759 Shares and 4,085,858 Shares, respectively, at the issue price of
RMB5.14 per share with the respective consideration of (i) Huaibei Mining Group’s
self-owned land, which was valued at RMB81,318,700 by an independent property valuer, and
(i1)) RMB21,001,311 by Huaibei Jiaotou. Such consideration was determined with reference to
the valuation of our Company as of April 30, 2022 appraised by an independent third-party
valuer, and was settled on August 11, 2022. Upon completion of the share subscription, the
shareholding structure of our Company was as follows:

Shareholding
Shareholder Shares held percentage
Huaibei Mining Group . .................... 41,820,759 59.0%
Huaibei Jiaotou . . . ... . ... . . ... . .. .. ... 29,066,258 41.0%
Total . ...... ... ... ... .. . ... ... 70,887,017 100%
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(b) Listing on the NEEQ and Compliance Record

For the purpose of improving the brand awareness and corporate governance of our
Company as well as to expand our financial resources, our then Shareholders resolved to apply
for the listing of our Shares on the NEEQ in 2022 which was intended to prepare for its future
listing on the Beijing Stock Exchange. Pursuant to the then effective Rules of Beijing Stock
Exchange for Listing of Shares, our Company needs to be first listed on the NEEQ to be
eligible for listing on the Beijing Stock Exchange.

On November 22, 2022, the Shares of our Company were listed on the NEEQ with stock
code 872844. No share issuance or share transfer was involved at the time of the listing of the
Company on the NEEQ.

As advised by our PRC Legal Advisor, based on the searches conducted on the official
websites of the NEEQ and the CSRC and the listing material and confirmation provided by our
Company, from the date on which our Company was listed on the NEEQ to the Latest
Practicable Date, our Company had been in compliance in all material respects with all
applicable PRC securities laws and regulations, including but not limited to the Business Rules
of the National Equities Exchange and Quotations System (for Trial Implementation) (4]
INME B R R HERHLAIGATT)), and our Company had not been subject to any
disciplinary action by any relevant law enforcement authority or regulator.

During the Track Record Period, the listing expenses for the Company’s listing on the
NEEQ for the year ended December 31, 2022 and 2023 was RMB5.18 million and RMBO0.66

million, respectively.

Our Directors have confirmed that, from the date on which our Company was listed on
the NEEQ to the Latest Practicable Date, our Company had been in compliance in all material
respects with all applicable PRC securities laws and regulations, including but not limited to
the Business Rules of the National Equities Exchange and Quotations System (for Trial
Implementation) (4= H /N ZER AR 1R R4 EHHLAIATT)), and as advised by our PRC
Legal Advisor, the absence of pricing and/or trading of the Company’s shares on the NEEQ
since its listing will not give rise to any regulatory or compliance concern, considering (i)
pricing and/or trading is not a mandatory obligation for NEEQ listed companies, and (ii) our
Company had not been subject to any disciplinary action by any relevant law enforcement
authority or regulator since its listing on NEEQ. The Company expects to continue listing its
Non-H Shares on the NEEQ after the Listing.

Considering the foregoing and based on the independent due diligence work performed by
the Joint Sponsors, nothing has come to the attention of the Joint Sponsors that would cast
reasonable doubt on the views and conclusions of the Directors and the PRC Legal Advisor

stated above in material aspects.
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(c) Share Allotment in May 2023

Pursuant to the share subscription agreement entered into between Wanhuai Investment
and our Company on March 13, 2023, Wanhuai Investment, a wholly-owned subsidiary of
Huaibei Mining Group, subscribed for 2,007,299 Shares in our Company at issue price of
RMBS5.48 per share with a total consideration of RMB10,999,998.52. Such consideration was
determined with reference to the valuation of our Company as of December 31, 2022 appraised
by an independent third-party valuer, and was fully settled on April 27, 2023. Upon completion
of the share allotment, the shareholding structure of our Company was as follows:

Shareholding
Shareholder Shares held percentage
Huaibei Mining Group. . . ................... 41,820,759 57.37%
Huaibei Jiaotou . . ......... ... ... ... ....... 29,066,258 39.87%
Wanhuai Investment . ...................... 2,007,299 2.75%
Total . .. ... ... . ... . ... 72,894,316 100%

CONFIRMATION BY THE PRC LEGAL ADVISOR

As advised by our PRC Legal Advisor, all the necessary regulatory approvals,
registrations or filings in relation to the changes in the registered capital and shareholding of
our Company described above have been made and obtained, and the aforesaid changes in the
registered capital and shareholding of our Company have been properly and legally completed
pursuant to the applicable PRC laws, regulations and rules in all material respects.

LOCK-UP PERIOD

Pursuant to the applicable PRC law, all current Shareholders are subject to the relevant

PRC statutory transfer restriction for a period of one year from the Listing Date.
OUR SUBSIDIARY

During the Track Record Period and as of the Latest Practicable Date, our Company do

not have any subsidiary.
MAJOR ACQUISITIONS, DISPOSALS AND MERGERS

The Company entered into an equity transfer agreement with Huaibei Mining Group on
December 30, 2021, pursuant to which our Company transferred all of its 60% equity interests
in Anhui Fuyan Environmental Protection Equipment Technology Co., Ltd. (‘Z#faA IR
R A R/AT]) (“Anhui Fuyan”) to Huaibei Mining Group at the consideration of
approximately RMB32.8 million. The remaining 40% equity interests of Anhui Fuyan were
held by two Independent Third Parties. The consideration for the share transfer was determined
after arm’s length negotiations between the Company and Huaibei Mining Group, with
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reference to the valuation of the equity interests of Anhui Fuyan as of November 30, 2021 as
appraised by an independent third-party valuer. The Company no longer held equity interests
in Anhui Fuyan and ceased to consolidate its financial results in December 2021. Such share
transfer was settled in May 2022. The disposal resulted in a gain on disposal of approximately
RMB12.3 million for the financial year ended December 31, 2021.

Anhui Fuyan was primarily engaged in the research and development of environmental
protection equipment and technology, as well as the production and sales of high-temperature
composite catalytic filter cartridges, and non-metallic mineral products. The disposal of such
non-core business would enable the Company to focus on its main business.

To the best knowledge of our Directors, and as advised by the Company’s PRC legal
advisor, Anhui Fuyan was not subject to any material non-compliance incidents, claims,
litigations, or legal proceedings (whether actual or threatened) prior to the Company’s disposal.
Furthermore, our Directors, Supervisors, and senior management were not involved in any
incidents in relation to Anhui Fuyan.

Save as disclosed above, we had no major acquisitions, disposals or mergers during the
Track Record Period and up to the Latest Practicable Date.

PREVIOUS LISTING PLAN

In view of the growing potential of stock market in the PRC, our Company entered into
a tutoring agreement with Guoyuan Securities Co., Ltd. (BIJCiFHBMAMRATR]) in
preparation for the A share listing application on the Beijing Stock Exchange (L5t # %385
JIT) (the “A Share Listing Plan”) and made a preliminary filing of listing tutoring (| T7##*&
%) with the Anhui office of CSRC (PRI BB M Z& B & % )5) in December
2022, which did not constitute a listing application with the CSRC. To further expand our
business and considering that the Stock Exchange would provide us with an international
platform to access international capital and attract diverse overseas investors, our Company
voluntarily decided not to proceed with the previous A Share Listing Plan and instead to pursue
a Listing in Hong Kong in the second half of 2024. The tutoring agreement between our
Company and Guoyuan Securities Co., Ltd. was terminated in September 2024. As of the
Latest Practicable Date, we have neither filed any formal A share listing application with any
representative office of the CSRC nor received any comments or inquiries from the CSRC or
the Beijing Stock Exchange.

To the best of our Directors’ knowledge and belief, having made all reasonable inquiry,
our Directors confirmed that (i) there was no disagreement between the Company and the then
professional parties engaged in the previous A Share Listing Plan and (ii) there was no other
matter in relation to the previous A Share Listing Plan which is relevant to the Listing and
should be reasonably highlighted in this prospectus for investors to form an informed
assessment of our Company.
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In relation to the previous A Share Listing Plan, the Joint Sponsors have conducted the
following due diligence to understand (i) the background of the previous A Share Listing Plan
and the reasons for ceasing it; and (ii) whether there were any disagreements between the
Company and the then professional parities engaged in the previous A Share Listing Plan:

1.  Conducted interviews with (i) the management of the Company and (ii) the then
professional parties engaged in the previous A Share Listing Plan, which included
the sponsor, the PRC legal advisors and the auditor;

2. Reviewed the publicly available information relating to the previous A Share Listing
Plan.

Based on the due diligence steps undertaken by the Joint Sponsors and the information
and representation given to the Joint Sponsors, nothing has come to the Joint Sponsors’
attention that could cast doubts on the Directors’ views set out above, and the Joint Sponsors
are of the view that there are no other matters relating to the A-Share Listing Plan that may
affect the Company’s suitability for listing on the Stock Exchange or that are required to be
brought to the attention of the Stock Exchange and investors.

REASONS FOR THE LISTING

We are seeking listing on the Stock Exchange in order to optimize our shareholding
structure, lay a foundation for the development of our international business, further improve
our level of corporate governance and enhance our comprehensive competitive strengths.
Despite the Company’s current listing on the NEEQ, our Directors consider that based on the
Company’s current business development plan, the Stock Exchange will be a more appropriate
platform and the Listing will be more beneficial to our Company taking into account the
following factors:

. the Listing represents an important step for our Company to solidify and establish
our brand, and promote our corporate image. Upon the Listing, Company could
present our business model and results through more channels, and let more clients
and investors learn about our products, which will strengthen our competitiveness
and deepen our market penetration;

. the Listing provides an avenue for us to raise further capital in the long run and lay
a foundation for our Company’s long term development and growth as part of our
business strategy. We intend to apply the proceeds for construction of our
manufacturing projects and research center, collaboration with other industry
players and exploring further opportunities in the industry; through increasing
investment we will enhance our technological capabilities and the quality of our

product offering; and

. the Listing will effectively improve our governance policies and structure, enhance
corporate governance and transparency of information disclosure, which will lay a
solid foundation for the long-term and sustainable development of our Company.
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For further details of our competitive strengths and proposed use of proceeds from the
Listing, please see “Business — Our Competitive Strengths” and “Future Plans and Use of
Proceeds — Use of Proceeds” in this prospectus.

Public Float

Upon the completion of the Global Offering, the 72,894,316 Domestic Shares held by
Huaibei Mining Group, Huaibei Jiaotou and Wanhuai Investment, representing approximately
75.0% of our total issued Shares immediately following completion of the Global Offering
(assuming the Over-allotment Option is not exercised), will not be counted towards the public
float as such Shares are Domestic Shares which will not be converted into H Shares and listed
following the completion of the Global Offering.

Rule 8.08(1) (as amended and replaced by Rule 19A.13A) of the Listing Rules provides
that, where a new applicant is a PRC issuer with other listed shares at the time of listing, this
will normally mean that the portion of H shares for which listing is sought that are held by the
public, at the time of listing, must (a) represent at least 10% of the issuer’s total number of
issued shares in the class to which H shares belong (excluding treasury shares); or (b) have an
expected market value of not less than HK$3,000,000,000.

Our Company is current listing on the NEEQ. Based on the Offer Price of HK$7.3 per
Share, the Company’s expected market capitalization of H shares is approximately HK$177.4
million. Upon completion of the Global Offering (assuming that the Over-allotment Option is
not exercised), 24,300,000 H Shares held or controlled by our Shareholders who are not our
core connected persons will be counted as our public float, representing approximately 25.0%
of our total issued Shares, which is higher than the prescribed percentage of H Shares required
to be held in public hands of 10% under Rule 19A.13A(2)(a) of the Listing Rules, thereby
satisfying the requirement under Rule 8.08 (as amended and replaced by Rule 19A.13A) of the
Listing Rules.

Taking into account the Shares to be issued to other Shareholders pursuant to the Global
Offering, our Directors are of the view that our Company will be able to satisfy the public float
requirement under Rule 8.08 (as amended and replaced by Rule 19A.13A) of the Listing Rules.

Free Float

Rule 19A.13C(1) of the Listing Rules provides that, where a new applicant is a PRC
issuer with no other listed shares at the time of listing, this will normally mean that the portion
of H shares for which listing is sought that are held by the public and not subject to any
disposal restrictions (whether under contract, the Listing Rules, applicable laws or otherwise),
at the time of listing, must: (a) represent at least 10% of the total number of issued shares in
the class to which H shares belong at the time of listing (excluding treasury shares), with an
expected market value at the time of listing of not less than HK$50 million; or (b) have an
expected market value at the time of listing of not less than HK$600 million.

Based on the Offer Price of HK$7.3 per Share, the Company will be able to satisfy the
free float requirement under Rule 19A.13(C) of the Listing Rules.
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OVERVIEW

We specialize in coal-series kaolin in China, with integrated capabilities spanning the
value chain from mining, R&D, processing to production and sales. According to Frost &
Sullivan, we ranked fifth in terms of revenue of coal-series calcined kaolin companies in China
in 2024, with a market share of 5.4%. As a prominent producer of calcined kaolin products in
China, our business is anchored by our abundant and high-quality coal-series kaolin mineral
assets. Our products mainly include precision casting mullite products and refractory mullite
products, which are essential materials for precision casting shell mold and refractory

materials. We also sell raw coke and raw powder to customers for further processing.

We have established a strong market position through our integrated business model and
product quality advantages. For the years ended December 31, 2022, 2023, 2024 and the five
months ended May 31, 2024 and 2025, we produced 117.9 kt, 114.5 kt, 105.6 kt, 46.8 kt and
84.8 kt, of precision casting mullite products and 5.2 kt, 19.8 kt, 25.7 kt, 10.6 kt and 10.6 kt,
of refractory mullite products, respectively. According to Frost & Sullivan, we were the largest
precision casting mullite products producer in China in terms of the revenue in 2024, with a
market share of 19.1%. According to the same source, the market size of precision casting
mullite products in China is expected to grow from RMB971.9 million in 2024 to RMB1,362.0
million in 2029, representing a CAGR of 7.0%, and the market size of refractory mullite
products in China is expected to grow from RMBS5,525.8 million in 2024 to RMB6,430.9
million in 2029, representing a CAGR of 3.1%. We are well-positioned to capture the growing
market demand for refractory mullite products and strengthen our competitive position through
differentiated product performance, disciplined execution and timely capacity expansion. Our
kaolin ore is in inherently high quality, which enables efficient processing while maintaining
consistently high product standards. Moreover, according to Frost & Sullivan, our kaolin ore
exhibits superior refractoriness, hardness and chemical stability compared with the industry
average, making it suitable for producing precision casting mullite products and refractory
mullite products, which have become a preferred choice in high-temperature applications such
as steel, cement, and glass, supporting sustained customer adoption and market share gains. As
industry demand steadily increases, we are expanding capacity to continue consolidating share
and competing effectively with existing and potential market participants. “Future Plans and
Use of Proceeds — Use of Proceeds.”
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Our products serve critical needs across multiple industries. Precision casting mullite
products are primarily used as materials for shell mold-making in precision casting processes.
These products are essential for casting high-precision components used in industries such as
automotive, aviation, healthcare and general equipment. Refractory mullite products are
mainly used to produce refractory materials, serving industries such as metallurgy and
construction materials.
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Source: Frost & Sullivan Report

Our business is anchored by our abundant and high-quality mineral resources. In October,
2021, we entered into an asset transfer agreement with Shuoli Mining, pursuant to which we
acquired the Shuoli Kaolin Mine. See “History, Development and Corporate Structure — Major
Shareholding Changes of Our Company.” Since 2021, we have fully owned the Shuoli Kaolin
Mine in Huaibei City, Anhui Province, which is renowned for its rich coal-series kaolin
resources. According to the Independent Technical Report, as of May 31, 2025, our Shuoli
Kaolin Mine possesses total estimated Mineral Resources of approximately 18,649 kt,
comprising 2,367 kt of Measured Resources, 8,990 kt of Indicated Resources and 7,292 kt of
Inferred Resources, and total estimated Ore Reserves of approximately 6,062 kt, comprising
1,093 kt of Proved Reserves and 4,969 kt of Probable Reserves. According to the Independent
Technical Report, as of May 31, 2025, at the annual production volume of 400,000 tonnes, the
remaining LoM of the Shuoli Kaolin Mine was estimated to be approximately 16 years. The
geological characteristics of our mineral deposits offer operational advantages due to the
nature of the associated coal-series kaolin found in our mine. The kaolin ore mined from our
Shuoli Kaolin Mine can proceed directly to processing after being classified by type and
specification, and only simple purification process is required before entering the beneficiation
and processing stage. This reflects the inherently high quality of our kaolin ore, which enables
efficient processing while maintaining consistently high product standards. Moreover,
according to Frost & Sullivan, our kaolin ore exhibits superior refractoriness, hardness and
chemical stability compared with the industry average, making it suitable for producing
precision casting mullite products and refractory mullite products.
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For the years ended December 31, 2022, 2023, 2024 and the five months ended May 31,
2024 and 2025, we generated revenue of approximately RMB190.4 million, RMB204.7
million, RMB267.1 million, RMB88.3 million and RMB104.9 million, respectively, and
achieved net profit of approximately RMB24.4 million, RMB43.6 million, RMB52.6 million,
RMB14.5 million and RMB18.0 million, respectively, demonstrating our sustained growth and
profitability.

OUR STRENGTHS

We believe that the following competitive strengths distinguish us from our competitors:

High-quality coal-series kaolin resources and reserves with strategic location and
transportation advantages

We own and operate a valuable inventory of high-quality coal-series kaolin mineral
resources that provide sustainable support for our business growth. Our Shuoli Kaolin Mine is
located in the mining area of Huaibei City, renowned for its rich coal-series kaolin resources.
Coal-series kaolin serves as a marker layer of the Huaibei coal field, characterized by its wide
distribution and substantial reserves. According to the Independent Technical Report, as of
May 31, 2025, our Shuoli Kaolin Mine possesses total estimated Mineral Resources of
approximately 18,649 kt, comprising 2,367 kt of Measured Resources, 8,990 kt of Indicated
Resources and 7,292 kt of Inferred Resources, and total estimated Ore Reserves of
approximately 6,062 kt, comprising 1,093 kt of Proved Reserves and 4,969 kt of Probable
Reserves. According to the Independent Technical Report, as of May 31, 2025, at the annual
production volume of 400,000 tonnes, the remaining LoM of the Shuoli Kaolin Mine was
estimated to be approximately 16 years. In addition, according to the Independent Technical
Report, our kaolin resources are distinguished by high purity and excellent crystal order. The
kaolinite content exceeds 95% and the silicon to aluminum mass molar ratio closely align with
the theoretical value (2:1). According to Frost & Sullivan, these characteristics indicate
high-quality kaolin due to its notable purity and optimal structural composition. Additionally,
the mass fraction of Al,O5 is approximately 40%, which exceeds industry standards, further
highlighting the outstanding quality of our kaolin resources. This indicates that our kaolin ore
exhibits superior refractoriness, hardness and chemical stability compared with the industry
standards, making it suitable for producing precision casting mullite products and refractory

mullite products.

The geological characteristics of our mineral deposits offer us operational advantages due
to the nature of associated coal-series kaolin found in our mine. According to Frost & Sullivan,
coal-series kaolin can be classified into two categories: associated coal-series kaolin and
symbiotic coal-series kaolin. Symbiotic coal-series kaolin coexists with coal and other
minerals, which causes significant variability in mineral composition, complicating the
separation process. As a result, symbiotic coal-series kaolin ore requires a series of separation
and purification processes before entering the processing stage. In contrast, associated
coal-series kaolin is relatively independent due to its separate occurrence in the same deposit
from minerals such as coal, therefore it has a stable chemical composition with minimal
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variation in other mineral components. As the kaolin from our Shuoli Kaolin Mine is associated
coal-series kaolin, the kaolin ore can proceed directly to processing after being classified by
type and specification, and only a simple purification process is required before entering the
beneficiation and processing stage. This reflects the inherently high quality of our kaolin ore,
which enables efficient processing while maintaining consistently high product standards.

Our Shuoli Kaolin Mine also benefits from a well-developed transportation network.
Situated in the hinterland of East China at the junction of four provinces, namely, Jiangsu,
Shandong, Henan and Anhui, it is also adjacent to the Yangtze River Delta city cluster. It is
connected to other parts of Huaibei City via the Anhui Provincial Highway S101 and other
paved roads, and its reach extends to Jiangsu, Zhejiang, Fujian, Shandong, Henan, Hubei,
Hunan, Jiangxi, Shaanxi and Guizhou Provinces via the G30 and G3 Expressways. This
extensive network facilitates the efficient transportation of our products to Huaibei City and

the surrounding regions.

Product quality advantages through improvements in key processing technologies

We have established an integrated process that seamlessly coordinates and connects
multiple stages of production and processing of kaolin, including kaolin ore mining and
selection, crystal phase transformation, impurity and powder removal, sand and powder
preparation, and comprehensive utilization of tailings and waste gas. Our expertise in advanced
processing technologies, such as iron removal and calcination, ensures consistent product
quality. Throughout production, we meticulously adjust process parameters at each stage,
continuously optimize production processes, and innovate by integrating various
methodologies. This approach enables us to maintain precise control over the entire processing
flow, thereby establishing a unique technical advantage.

We possess proprietary technology for producing precision casting mullite products
through rotary kiln calcination. Traditionally, precision casting mullite products are produced
by extracting blocky kaolin ore, calcining it in a shaft kiln, and then crushing it into granular
form for screening into various particle sizes. This traditional method produces materials with
high Mohs hardness, leading to significant wear in subsequent processing, low yield, high labor
intensity and the potential contamination with external iron and other impurities. Additionally,
shaft kilns can only calcinate blocky materials, resulting in low resource utilization. Our rotary
kiln calcination process leverages the low hardness and easy crushing characteristics of kaolin
ore, which crushes the kaolin ore into fine sand before calcination in a rotary kiln. The
semi-finished material from the rotary kiln then undergoes grading, impurity removal and air
blowing to produce precision casting mullite products. This calcination process causes
impurities and iron to precipitate and aggregate, allowing for their removal in subsequent
impurity removal steps, which significantly enhances product quality. Due to higher resource
utilization, this process also greatly increases yield compared with the traditional method. This
is primarily due to the smaller average feed particle size of 2mm for a rotary kiln, compared
to over 60mm for a shaft kiln. The smaller particle size allows for a shorter and more efficient
heating process. This increased efficiency contributes to higher yield by reducing processing

time and resource consumption. Additionally, the rotary kiln is a dynamic kiln, which
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consistently rotates and tumbles the material, ensuring uniform heat distribution and exposing
fresh surfaces to the heat. This results in thorough calcination, enhancing the conversion of raw
materials into final products. Furthermore, the fine sand form of kaolin ore improves
calcination stability and uniformity during the calcination process and provides a passivation
effect on sintered particles, resulting in more rounded sand particles. The precision casting
shells made from this sand exhibit improved permeability, effectively reducing casting defects
such as under-casting and porosity caused by poor shell permeability.

To further enhance control and efficiency in calcination operations, we employ intelligent
calcination technology. Companies in the industry typically adopt a combination of “manual
fire watching” and “single machine control”, where operators rely on experience and handheld
devices to measure material temperature and kiln body temperature, and manually start and
stop production lines from control cabinets. This traditional approach lacks precision in
controlling calcination parameters, making it difficult to ensure product quality and posing
safety risks. Our proprietary intelligent calcination technology uses sensors such as
colorimetric thermometers, high-temperature industrial TV probes and infrared radar to
monitor the internal material temperature and kiln body surface temperature of the rotary kiln
in real time. These sensors interface with PLCs to transmit control signals to the control circuit,
enabling precise control of calcination temperature. Our intelligent calcination technology
improves product quality, reduces safety risks, and lowers labor costs.

Advanced research and development capabilities and progressive innovations

We possess leading expertise in production technology and robust research and
development capabilities, supported by an experienced research and development team with
advanced degrees and extensive experience in mining, non-metallic materials and other
scientific fields essential to the research and development of kaolin. Our commitment to
independent research and development has resulted in a portfolio of intellectual properties. As
of the Latest Practicable Date, we had four registered trademarks, 13 copyrights and 50 patents
in the PRC and we also applied for the registration of 18 patents. In addition, we have been
certified by the PRC government authorities as a High-tech Enterprise and National
Specialized and Innovative “Little Giant” Enterprise. We have also led the launch of industry
standards for kaolin and mullite products, such as Calcined Kaolin Sand and Powder for
Precision Casting (T/CFA 0202044-2021), Calcined Kaolin Sand and Powder for Precision
Casting (JB/T11733-2013) and Methods for Chemical Analysis of Chamotte (JC/T 2782-2023).

We are dedicated to pursuing technological improvements in the industry, particularly in
crystal phase transformation technology in the production of precision casting mullite sand,
processing technology in the production of precision casting mullite sand and powder and
processing technology in the production of refractory mullite products. These technological
advancements have significantly bolstered our product quality and enhanced our market
competitiveness. To further our research and development initiatives, we have established the
Anhui Kaolin Engineering Technology Research Center and Anhui Enterprise Technology
Center. Anhui Kaolin Engineering Technology Research Center primarily focuses on research
in new calcination processes for kaolin, ultrafine processing of coal-series kaolin, surface
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modification of coal-series kaolin and inorganic coating of coal-series kaolin. Anhui Enterprise
Technology Center primarily focuses on (i) research of development of new products and
processes, such as the high-grade mullite products, precision casting surface sand powder and
high-efficiency and low-consumption calcined kaolin processing technology; and (ii)
participation in the formulation of national and industry standards. These centers serve as hubs
for innovation, fostering an environment where cutting-edge research can thrive. Furthermore,
we actively collaborate with universities and institutions to create research and development
bases focused on exploring the kaolin mining technology and the development of a process for
improving and purifying kaolin ore. We typically bear the cost for the joint R&D projects and
the IP rights developed under the joint R&D agreements typically belong to us exclusively. See
“— Research and Development” for the salient terms of collaboration with the universities and
institutions. By leveraging these strategic partnerships and investing in state-of-the-art
research facilities, we aim to improve our product offerings and introduce new products to meet
the demands from customers in the high-end manufacturing industry.

Strong market position and long-term cooperation with a high-quality customer base

With extensive experience in the kaolin industry, we have established a robust market
position through our technical expertise, strict product quality control and exceptional
customer service. Our well-recognized “Jinyan” brand is synonymous with credibility and
excellence, enabling us to distribute our products across major provinces and regions
nationwide. Renowned for its commitment to quality and innovation, the “Jinyan” brand sets
industry benchmarks that enhance customer trust and loyalty. We have forged long-term and
stable partnerships with leading large-scale manufacturers in China’s precision casting and
refractory materials sectors. These collaborations not only validate our production capabilities
but also present opportunities to further develop relationships with existing and new customers,
leveraging our brand strength to expand market reach.

Our commitment to customer satisfaction is unwavering. We prioritize meeting the
evolving needs of our clients through high-quality products and innovative solutions. Our
technological prowess, coupled with a rigorous quality control system, ensures that we
consistently deliver products that exceed expectations. This dedication to quality and
innovation has enabled us to maintain a high-quality customer base, characterized by long-term
stability and loyalty.

Moreover, we conduct research and development to address the specific needs of our
customers, crafting bespoke products tailored to their specific requirements. This collaborative
approach not only enhances customer satisfaction but also fosters loyalty, creating significant
barriers for competitors. For example, to address surface defects in castings for an aviation
casting company, we examined the optimal particle gradation standards and adjusted the
impurity content of precision casting mullite sand, successfully resolving the client’s casting
defects. By aligning our R&D efforts with customer needs, we reinforce our market leadership

and secure our position as a preferred partner in the industry.
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Seasoned management team with extensive industry and management experience

Our management team has extensive experience and industry insights across various
facets of the mining industry, including but not limited to technical expertise, corporate
management, accounting and financial management, marketing and human resources. This
diverse skill set enables us to effectively assess market fluctuations, capitalize on market
opportunities and execute business strategies with efficiency, which contributes to our
emergence as an industry leader and significantly influences the strategic planning of our
future operations.

Our Chairman of the Board, Mr. Zhang Kuang, has nearly 35 years of experience in the
mining industry, and is principally responsible for the business development and strategic
decision-making of our Company. His leadership has been instrumental in driving our steady
and rapid growth. Under his leadership, we have strategically positioned ourselves across
multiple segments of the coal-series kaolin industry value chain, gaining a first-mover
advantage in many strategic areas. The rest of our management team also possesses extensive
and complementary experience in the mining industry. See the section headed “Directors,
Supervisors and Senior Management” in this prospectus for more details of the experience and
qualifications of our Directors and senior management members.

The technical expertise of our senior management and employees, combined with the rich
professional skills accumulated through R&D projects and involvement in formulating and
revising national and industry standards, underpins our proven track record of success and
reinforces our competitive advantage and market-leading position. To sustain growth and
innovation, we consistently attract talent through incentive measures, thereby bolstering our
future talent reserves. We encourage continual professional development of our staff at all
levels and adopt a selective hiring process with a focus on recruiting and training employees
who have the potential to become long-term members of our management. This commitment
to nurturing talent ensures that we are well-equipped to meet industry demands and challenges.

Demonstrated commitment to sustainable development with continual ESG efforts

We attach great importance to the development and implementation of our industry’s high
level of occupational health and safety as well as environmental protection standards, which
are crucial to our sustainable and continued success. Our ESG efforts are demonstrated in our
proven track record of no material violation of any applicable environmental laws and
regulations nor any significant safety incidents during the Track Record Period and up to the
Latest Practicable Date.

Occupational health and safety are among our most important corporate and social
responsibilities. We have adopted a comprehensive safety management system and established
a safety production and management department to ensure completion of production tasks on
time and with quality and in compliance with China’s safety production laws and regulations,
the functions of which includes providing regular training for employees, adopting and
implementing environmental protection, fire safety, occupational health and other safety
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measures, and participating in acceptance and inspection of safety materials, safety protection
facilities, special equipment and safety measures for various projects. In addition, we have
formulated comprehensive emergency management plans to ensure clear and effective
emergency procedures. Our goal is to implement the national safety production policy, ensure
the safety of mining areas and production facilities, promote production development and
enhance economic efficiency. The comprehensive safety management system enables us to
minimize the risk of operational disruptions and contributes to our successful track record in
work safety. During the Track Record Period and up to the Latest Practicable Date, we did not
experience any serious or major accidents or production stoppages due to safety issues and
have passed all relevant government inspections, achieving zero accidents in mining operations
and production operations. As advised by our PRC Legal Advisers, during the Track Record
Period and up to the Latest Practicable Date, we were not subject to any major penalties by
relevant authorities for non-compliance with all relevant laws and regulations on occupational
health and safety in China.

We are committed to complying with the environmental laws and regulations governing
air pollution, noise emissions, general waste and solid waste discharge and other environmental
issues issued by relevant government departments in China. To this end, we actively promote
the use of clean energy and have constructed solar power generation facilities to reduce fossil
fuel consumption. We have implemented strict waste disposal procedures in our production
plants. Online monitoring systems are installed on all kiln exhaust stacks, monitoring sulfur
dioxide, nitrogen oxides and other air pollutants, ensuring that emissions meet specific
standards. For solid waste including kiln tailings ash and iron removal tailings, we recycle
them by pressing them into bricks in a no-fire brick factory. See “— Environmental, Social and
Governance” for more details.

OUR STRATEGIES

We plan to implement the following strategies to facilitate our business growth:

Expanding production scale and optimizing production processes of our products

According to Frost & Sullivan, the market size of refractory mullite products in China is
expected to grow from RMBS5,525.8 million to RMB6,430.9 million between 2024 and 2029
with a CAGR of 3.1%. In order to capture this extensive market opportunity and increase our
market share, we plan to expand our production capacity and optimize the production process
of our refractory mullite products. Currently, we operate a production line for refractory
mullite products with an annual designed capacity of 30,000 tonnes. We intend to build a new
production line with an annual designed capacity of 40,000 tonnes. This expansion will include
the construction of a new shaft kiln calcination workshop with four shaft kilns, a processing
workshop for refractory mullite granules, a kaolin fine powder processing workshop, a finished
product warehouse and supporting facilities.
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To improve product quality and automate the production process, we also plan to procure
various advanced equipment, including intelligent sorting machines and automatic color
sorting machines that refine and automate raw material classification. Additionally, we plan to
upgrade our shaft kiln, install high-gradient magnetic separation devices and implement
various automation technologies to improve the purity and quality of the product and optimize
production efficiency. The refractory mullite granules produced from the new production line
will have more uniform particle sizes and can be graded to meet specific customer
requirements for different particle size ranges and proportions. These optimized refractory
mullite granules are expected yield a higher profit margin and offer promising market

prospects, thereby enhancing our profitability and market share.

Furthermore, in the new kaolin fine powder processing workshop, we will process the fine
materials generated during the screening of kaolin ore, producing kaolin fine powder with an
annual designed capacity of 60,000 tonnes. Such kaolin fine powder can be used in industries
such as glass fiber and electrical porcelain products, thereby helping us further diversify our
product portfolio and generate new avenues for profit growth.

Enhancing our R&D capabilities and improving our core competitiveness

We are steadfast in our commitment to investing significant resources in R&D efforts to
support our overall development strategy. To enhance our capabilities of experimental research,
product development and technical services, we plan to establish the Silicon-Aluminum New
Materials Engineering Technology Research Center. In particular, we aim to build a precision
casting materials laboratory, a synthetic materials laboratory, a testing laboratory and
supporting facilities. Meanwhile, we will recruit R&D, production and management personnel
in the field of new silicon-aluminum materials to optimize our talent structure, improve the
quality of our workforce and strengthen our talent reserves and incentives programs, thereby
promoting talent development and retention within the company.

Our research will focus on the development of new technologies, production processes
and products, including research and development of high-end precision casting surface
materials, refining the processing technology to improve the quality and purity of kaolin fine
powder, advancing technology for the intelligent sorting process of kaolin ore, exploring the
intelligent mining techniques for kaolin ore, developing high-end synthetic materials and
engineering fiber materials. Our aim is to strengthen our market-leading position in the
precision casting shell materials sector, increase our market share in the refractory materials
market, and expand into the synthetic materials field. Through technological innovation, we
aim to further enhance the level of production automation, improve the interconnection
between various production stages, and promote the development of intelligent production
systems, which will both boost production efficiency and quality and reduce production costs
and carbon emissions, aligning with our commitment to sustainable development.
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Moreover, the initiative to establish a new testing laboratory is designed to enhance our
ability to test various technical indicators that meet the stringent requirements from customers
in high-end manufacturing industries, who demand exceptional product quality, performance
indicators and precise product composition. By gaining experience in the testing process, we
can develop suitable testing methods for kaolin products and contribute to the formulation of
industry standards for these products.

Expanding customer base and increasing product awareness

We have a strong and stable relationship with our customers. We believe that continuing
to build a customer base among industry insiders and maintaining and strengthening product
awareness is critical to our future growth and success. We intend to broaden our customer base
and raise awareness of our products by: (i) developing and strengthening close collaborations
with our existing and future customers by learning our customers’ application requirements,
technical needs and operating conditions so that we can assist them to optimize their products
and manufacturing efficiency; (ii) collaborating with external institutions in China to develop
new technologies and new kaolin products to meet downstream customization needs and offer

13

optimized products that meet their technical specification. See “— Our Strategies
— Enhancing Our R&D Capabilities and Improving Our Core Competitiveness” for further
information; (iii) attending and participating in industry seminars and events to network with
other industry experts and potential customers; and (iv) expanding the marketing team to
improve our sales and customer services, and enhance customer satisfaction and loyalty. In
doing so, we can not only expand our customer base and product offerings, but also remain
abreast of industry trends, enhancing both our company image and product awareness among

industry insiders and end customers.

Recruiting highly skilled and experienced talent

The success and future growth of our operations in the kaolin industry are intrinsically
linked to the caliber of our personnel. We are committed to building a team of seasoned
professionals who bring a wealth of industry knowledge across the entire value chain,
including mining, processing, production, R&D and marketing. By assembling a team with the
requisite skills and industry foresight, we can formulate and implement sound business
strategies that are vital for sustaining our business. Such expertise enables us to navigate the
complexities of the kaolin industry, adapt to changing market conditions and seize emerging
opportunities.
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Experienced personnel contribute significantly to enhancing operational efficiency,
driving innovation and maintaining competitive advantage. Skilled mining professionals
ensure that our mining operations are executed safely, on time and within budget while
adhering to regulatory standards. In processing and production, the expertise of our personnel
optimizes processing techniques, enabling us to maximize yield and minimize environmental
impact, and ensures the quality and consistency of our refined products to meet the high
standards expected by our clients. Seasoned sales and marketing personnel craft strategies that
effectively position our products in the market, enhancing brand recognition and customer
loyalty. Furthermore, the insights of experienced R&D personnel drive innovation, leading to
the development of new products and processes that meet evolving market demands.

Our commitment to recruiting and retaining top talent is a cornerstone of our business
strategy. By fostering a culture of excellence and continual learning, we aim to build a resilient
company capable of achieving sustained success. This approach not only supports our current
operations but also positions us to seize future market opportunities, ensuring our continued
growth and prosperity in the coal-series kaolin industry.

OUR BUSINESS OPERATIONS

We specialize in coal-series kaolin in China, with high-quality mineral assets and
integrated capabilities spanning the entire value chain, from mining, R&D and processing to
production and sales. Our products mainly include precision casting mullite products and
refractory mullite products, catering primarily to the needs of high-temperature manufacturing,
particularly in the field of precision casting. We also sell raw coke and raw powder to
customers who may further process them depending on their own needs. We were the largest
precision casting mullite products producer in terms of the sales value of precision casting
mullite products in 2024, with a market share of 19.1%, according to Frost & Sullivan. We have
owned the mining rights of the Shuoli Kaolin Mine in Huaibei City, Anhui Province, China
since 2021. According to the Independent Technical Report, as of May 31, 2025, our Shuoli
Kaolin Mine possesses total estimated Mineral Resources of approximately 18,649 kt,
comprising 2,367 kt of Measured Resources, 8,990 kt of Indicated Resources and 7,292 kt of
Inferred Resources; and total estimated Ore Reserves of approximately 6,062 kt, comprising
1,093 kt of Proved Reserves and 4,969 kt of Probable Reserves. According to the Independent
Technical Report, as of May 31, 2025, at the annual production volume of 400,000 tonnes, the
remaining LoM of the Shuoli Kaolin Mine was estimated to be approximately 16 years based
on the Ore Reserves on May 31, 2025.

In the coal-series kaolin industry, the upstream element of the value chain mainly consists
of suppliers of coal-series kaolin ore, mining operation equipment and other supporting
materials. The midstream companies focus on the processing of coal-series kaolin. Our
precision casting mullite products and refractory mullite products are produced through
processing after kaolin mining, positioning us in both the upstream and midstream segments of
the industry value chain. Our downstream customers are primarily precision casting and
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refractory material companies, who produce products that can be applied in automotive,
aviation, healthcare, general equipment, metallurgy and construction materials. The following
diagram illustrates the value chain of coal-series kaolin industry and the critical stages we
focus on:
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OUR MINERAL ASSETS AND MINING RIGHTS

Our Kaolin Mineral Assets

We have high-quality coal-series kaolin mineral assets to provide strong support for our
production. We own and operate one kaolin mine in Anhui Province, China, which is the Shuoli
Kaolin Mine. Our Shuoli Kaolin Mine is located in the mining area of Huaibei City, which is
abundant in coal-series kaolin resources. Coal-series kaolin, which serves as a marker layer of
the Huaibei coal field, is widely distributed with large reserves and known for its good
chemical stability, high refractoriness and excellent crystallinity. Coal-series kaolin is
classified into two categories: associated coal-series kaolin and symbiotic coal-series kaolin.
Symbiotic coal-series kaolin coexists with coal and other minerals, which causes significant
variability in mineral composition, complicating the separation process. As a result, the
symbiotic coal-series kaolin ore requires a series of separation and purification processes
before entering the processing stage. In contrast, associated coal-series kaolin is relatively
independent due to its separate occurrence in the same deposit from minerals such as coal,
therefore it has a stable chemical composition with minimal variation in other mineral
components. The kaolin from the Shuoli Kaolin Mine is associated coal-series kaolin.
Consequently, the kaolin ore mined from our Shuoli Kaolin Mine can directly proceed to
processing after classification by type and specification, and only simple purification process
is required before entering the beneficiation and processing stage. This reflects the inherently
high quality of our kaolin ore, which enables efficient processing while maintaining
consistently high product standards.
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Shuoli Kaolin Mine

The Shuoli Kaolin Mine is 100% owned and operated by our Company. We obtained the
mining rights over the Shuoli Kaolin Mine in 2021 and commenced production in 2022. The
Shuoli Kaolin Mine is in Shuoli Town, Duji District, Huaibei City, Anhui Province, with a
mining area of 17.9955 square kilometers. It is located in the hinterland of East China, at the
junction of four provinces, namely, Jiangsu, Shandong, Henan and Anhui, and adjacent to the
Yangtze River Delta city cluster. Our Shuoli Kaolin Mine benefits from a well-developed
transportation network. It is connected to other parts of Huaibei City via the Anhui Provincial
Highway S101 and other paved roads, and extends reach to Jiangsu, Zhejiang, Fujian,
Shandong, Henan, Hubei, Hunan, Jiangxi, Shaanxi and Guizhou Provinces via the G30 and G3
Expressways. From Jiangsu Province and Shandong Province, we are able to deliver our
products to Guangdong Province by sea. Such transportation network provides a convenient
network for the transportation of our products to Huaibei City and the surrounding areas. The
following map illustrates the location of our Shuoli Kaolin Mine:
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Mineral Resource and Ore Reserve

According to the Independent Technical Report, the Mineral Resource of the Shuoli
Kaolin Mine has been classified as Measured, Indicated and Inferred according to increasing
degrees of confidence in the geological continuity, sample density, data quality, surface
mapping and drilling spacing; and geological modeling was conducted based on topographic
and geological mapping and results of the drilling programs. According to the Independent
Technical Report, as of May 31, 2025, our Shuoli Kaolin Mine possesses total estimated
Mineral Resources of approximately 18,649 kt, comprising 2,367 kt of Measured Resources,
8,990 kt of Indicated Resources and 7,292 kt of Inferred Resources, and total estimated Ore
Reserves of approximately 6,062 kt, comprising 1,093 kt of Proved Reserves and 4,969 kt of
Probable Reserves.

The following table sets forth a summary of the Mineral Resource estimate of our Shuoli
Kaolin Mine as of May 31, 2025 and reported in accordance with the JORC Code, as contained
in the Independent Technical Report in Appendix VI to this prospectus:

Type of Mineral Al O4 Sio,
Resources Tonnage AlLO; Material SiO, Material
(kt) (%) (kt) (%) (kt)

Measured. . .. ...... 2,367 40.35 955 42.83 1,013
Indicated ......... 8,990 40.28 3,621 41.13 3,698
Measured and

Indicated ........ 11,357 40.29 4,576 41.49 4,711
Inferred .. ......... 7,292 40.30 2,939 41.58 3,032
Total/Overall ... ... 18,649 40.30 7,515 41.52 7,743

The following table presents a summary of the Ore Reserve estimate of our Shuoli Kaolin
Mine as of May 31, 2025 and reported in accordance with the JORC Code, as contained in the
Independent Technical Report in Appendix VI to this prospectus:

Type of Ore Reserves Ore Reserve AL O, Fe, 05 TiO,

(kt) (%) (%) (%)
Proved. .............. ... 1,093 38.9 0.66 0.51
Probable . ............... 4,969 37.9 1.08 0.49
Total . .................. 6,062 38.1 1.00 0.49

According to the Independent Technical Report, as of May 31, 2025, at the annual
production volume of 400,000 tonnes, the remaining LoM of the Shuoli Kaolin Mine was
estimated to be approximately 16 years based on the Ore Reserves on May 31, 2025.
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According to the Independent Technical Report, there had been no material change to the
Mineral Resource and Ore Reserve estimates of our Shuoli Kaolin Mine since May 31, 2025,
which is the effective date of the Independent Technical Report, and up to the Latest
Practicable Date.

Mining License

Under the relevant PRC mineral laws and regulations, all mineral resources in China are
owned by the state. Mining companies are required to obtain mining and exploration permits
prior to undertaking any mining or exploration activities. The mining and exploration permits
are limited to a specific geographic area and a certain time period. Mining enterprises that
have, in accordance with the current Mineral Resources Law, applied for and obtained the
mining right and are conducting exploration within the designated mining area for the purpose
of their own production are not required to separately make an application and registration for
the right of exploration. On November 8, 2024, the New Mineral Resources Law was
deliberated and adopted, which came into force on July 1, 2025. The New Mineral Resources
Law mandates that upon establishing a mining right, registration must be filed with the relevant
department, which then issues a mining right certificate if conditions are met. The law
distinguishes between the mining right certificate being a property right and
exploration/mining licences being administrative licenses. It introduces separate registration
for mining rights and exploration/mining permissions. According to Article 3(3) of the Notice
on the Implementation of the New Mineral Resources Law issued by the Ministry of Natural
Resources of China in December 2024, mining licenses that have been issued prior to the
implementation of the New Mineral Resources Law continue to be valid during the validity
period and the replacement with the mining right certificate shall not be mandatory.

Since 2021, we have owned the mining rights of our Shuoli Kaolin Mine granted by the
Huaibei Municipal Bureau of Natural Resources and Planning. The material terms of our
mining license are set out below:

. Issuing authority: Huaibei Municipal Bureau of Natural Resources and Planning

. Holder of mining license: The Company

. Name of mine: Huaibei City Shuoli Kaolin Mine

. License number: C3400002019117120148949

. Mining method allowed: Underground mining

. Production volume allowed: 500.0 thousand tonnes per year
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. Area of mine allowed: 17.9955 square kilometers

. Mining elevations allowed: 50-240m below the surface

. Period of validity granted: From November 19, 2021 to November 19, 2024 and
extended to November 20, 2039 after the renewal on March 6, 2024

. Applicable natural resources: Kaolin

. Renewal: The mining right holder shall apply for renewal no later than 30 days
before expiration date of the mining license. If the application is not submitted by
that date, the mining right shall lapse automatically.

. Restrictions: The mining license should not be lent, transferred or traded. If a mining
right holder suspends or shuts down mining operation within the term of the mining
license, it should comply with the cancellation procedures of the mining license in
accordance with applicable laws and regulations.

. Modification: If the mining right holder alters the range of mining area, main types
of mineral being mined, mining method, company name, or transfers such license
within the term of the mining license, it should apply for the relevant modification
modification in accordance with applicable regulations.

As advised by our PRC Legal Advisers, no separate exploration license is required to be
obtained as long as we conduct exploration within the designated mining area under the mining
licence for our own production. In addition, our PRC Legal Advisers are of the view that after
the New Mineral Resources Law comes into force, our mining license will continue to be valid
within its validity period and we do not need to apply for a mining right certificate before the
expiry of our mining license, and the implementation of the New Mineral Resources Law will
not adversely affect our operation and financial performance. We aim to renew our mining
license before its expiry date. As advised by our PRC Legal Advisors, there are no explicit
regulations limiting the number of times a mining license may be renewed in the PRC. We did
not pledge any mining rights to secure any of our banking facilities during the Track Record
Period and up to the Latest Practicable Date. See “Financial information — Indebtedness” in

this prospectus for further details of our banking facilities.
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Utilization rate

We formulate monthly mining plans according to the demand for our products. For the
years ended December 31, 2022, 2023, 2024 and the five months ended May 31, 2024 and
2025, we extracted approximately 171.2 kt, 295.8 kt, 343.3 kt, 138.2 kt and 170.8 kt, of kaolin
ore, respectively. The actual production volume of kaolin ore increased during the Track
Record Period, primarily due to the rising demand for our products. The following table sets
forth the mining utilization rates of our Mining Plant in terms of kaolin ore sourced from our
Shuoli Kaolin Mine during the Track Record Period.

Five months ended

Year ended December 31, May 31,
2022 2023 2024 2024 2025
Designed mining capacity‘"

(kt) ..o 500.0 500.0 500.0 208.3 208.3
Actual mining volume (kt) . 171.2 295.8 343.3 138.2 170.8
Mining utilization rate®

(P) .o 34.2 59.2 68.7 66.3 82.0
Notes:

(1)  The designed mining capacity represents the maximum annual mining output at the bottleneck of the
mining process assuming: (i) sufficient labor is available at all times; (ii) approximately 330 working
days per year for mining; (iii) three eight-hour shifts per working day; and (iv) no major equipment
breakdown. Our permitted production volume is also 500,000 tonnes per year. In 2022, 2023, 2024 and
the five months ended May 31, 2024 and 2025, there were 167, 214, 286, 128 and 142 working days
for mining, respectively, with one eight-hour shift per working day.

(2)  The mining utilization rate is calculated based on the actual mining volume for the relevant year/period
divided by the designed mining capacity.

Capital Costs

According to the Independent Technical Report, our capital costs were RMB441.9 million
from 2022 to May 2025 for regular replacement and refurbishment of certain property, plant
and equipment as well as the addition of new production lines and facilities. In June-December
2025, we forecast additional costs of RMB3.8 million for equipment and system upgrades and
renovations and RMB9.6 million for a resource upgrade drilling program. An annual allocation
of RMBS8.0 million is designated for ongoing refurbishment. A budget of RMB103.5 million is
planned for comprehensive processing systems and a aluminium-silicon new material
engineering technology research center. Our Independent Technical Consultant considers these
budgets to be reasonable. See “Appendix VI — Independent Technical Report — 15 Capital
and Operating Costs — 15.1 Capital Cost.”
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The table below sets forth a summary of the historical and forecast capital costs between
2022 and 2040 for our future projects, as stated in the Independent Technical Report:

Jan-May  Jun-Dec 2031-
Cost Centre 2022 2023 2024 2025 2025 2026 2027 2028 2029 2030 2040

Underground operation
Buildings. . . ........ 154 - - - - - - - - - -
Machinery and equipment. . 13.0 03 4.1 - - - - - - - -
Ventilation shaft fan

renovation . . . ... ... - - - - 1.0 - - - - - -
Ventilation shaft substation

upgrade . . ... ... .. - - - - 0.9 - - - - - -
Main shaft gate control

system upgrade . . . . .. - - - - 1.9 - - - - - -
Resource upgrade drilling

program . . . . ... ... - - - - 9.6 - - - - - -
Roadway construction . . . . - - - - 0r 0r 00 01 01 01 16
Surface processing plant

operation
Kaolin processing plant

system . . ... 205 183.0 11338 - - - - - - - -
Non-fired brick system . .. 5.7 1.5 - - - - - - - - -
Vertical shaft renovation . . 0.8 - - - - - - - - - -
Burner system renovation. . 0.8 - - - - - - - - - -
Equipment replacement . . . 3.0 40 48 0.7 33 - - - - - -
Rotary kiln desulfurization

and denitrification. . . . . - 196 90 - - - - - - - -
35kV substation . . ... .. - 64 11 - - - - - - - -
Ceramic fibre plant . . . . . - 133 74 - - - - - - - -
Mullite aluminium-silicon

material comprehensive

processing . . . ... ... - - 03 4.9 124 629 - - - - -
Silicon-aluminium new

material engineering

technology research

centre . . . ... ... .. - -0l - - 93 140
Raw materials warehouse . - - 83 - - - - - - - -

Vertical shaft dust control

system upgrade . . . . .. - - - - 1.5 - - - - - -
Sustaining . . .. ... ... - - - - - 80 80 80 80 80 400
Total . .. .......... 593 2281 1489 5.6 307 803 220 81 80 82 416
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The mullite aluminium-silicon material comprehensive processing project is expected to
incur capital costs of approximately RMB80.2 million from January 2025 through December
2026. The forecast capital costs of the said project from June to December 2025 will be settled
by certain loans designated for the capital cost of the said project, and such loans will be
subsequently settled by net proceed. The forecast capital costs of the said project during 2026
will be settled by net proceeds directly.

The main drivers of capital cost fluctuations are two one-off investments, namely (i) the
mullite aluminium-silicon material comprehensive processing; and (ii) the silicon-aluminium
new material engineering technology research center. Capital spending peaks in 2026-2027,
when these facilities are built and commissioned. These two one-off investments related to the
research and processing of kaolin ore, and are not related to the expected annual mining
capacity of 400 kt. Sustaining capital and roadway construction are forecast to remain broadly
constant over the period.

Operating Costs

According to the Independent Technical Report, our historical operating cash costs were
RMB152.9 million in 2022, RMB154.5 million in 2023, RMB181.5 million in 2024 and
RMB&81.5 million in five months ended 2025. The following table sets forth a breakdown of the

historical cash operating cost during the Track Record Period.

Jan-May
Operating Cash Cost by Activities 2022 2023 2024 2025
Workforce employment . . . .. RMB million 50.2 54.9 60.1 23.3
Consumables . . ........... RMB million 25.4 19.6 27.5 8.7
Fuel electricity, water and RMB million 51.3 55.1 51.1 37.1
other services. ..........
On-site and off-site RMB million 14.2 9.3 25.3 6.0
administration . .........
Environmental protection and RMB million 0.8 2.0 2.9 1.4
monitoring . . ... ........
Transportation of workforce . RMB million - - - -
Product marketing and RMB million 8.0 10.3 10.9 4.3
transport . .............
Non-income taxes, royalties =~ RMB million 3.0 3.3 3.7 0.7
and other governmental
charges. ...............
Total .. ................. RMB million 152.9 154.5 181.5 81.5
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As disclosed in the Independent Technical Report and illustrated below, regarding
operating cash costs by product, precision casting mullite products are projected to reach
RMB208.4 million per year, while precision casting mullite powder is expected to account for
RMB38.3 million in 2026. The unit cash operating cost over the LoM is RMB979 per tonne for
precision casting mullite products and RMB847 per tonne for refractory mullite products.
Additionally, the unit cash operating costs are RMB156 per tonne for raw coke and raw powder
and RMB7,124 per tonne for ceramic fiber. The processing plant produces various products,
including precision casting mullite products, refractory mullite products and raw coke and raw
powder. Starting in 2025, ceramic fiber has been produced. The annual operating cash cost is
expected to gradually increase from current levels to RMB260.7 million in 2026 and
RMB265.9 million in 2027, as the target annual mining capacity reaches 400 kt and various
products, including ceramic fiber, started to be produced. Similar to historical operating costs,
the major cost components are fuel and electricity, followed by consumables and workforce
employment. In our Independent Technical Consultant’s opinion, our Shuoli Kaolin Mine has
a proven track record of production, and the forecast operating costs used in the LoM model
are reasonable, supported by historical costs. The operating cost of ceramic fiber is expected
to stabilize further once it reaches commercial production.
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Risks Associated with Shuoli Kaolin Mine

The mining industry inherently has a high level of risk, which is due to factors such as
the nature of the ore body, ore distribution, grade and variations in mining and ore processing
which are not able to be accurately predicted or accounted for. The following table sets forth
a summary of the risk assessment undertaken by the Independent Technical Consultant,
including its assessment result and the ratings of the relevant risks as well as recommendations
for actions to mitigate technical risks:

Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Mineral resource and ore reserve
Locally high Fe,0, The 2D estimation method ~ [mpose a more Possible ~ Minor Low ~ When planning the ~ The working face
content oceurs in requires one composite  intensive grade production system can be used to
certain bedding of the  for each complete control protocol to of the new ore separate the ore;
estimated domains . . intersection through the  better identify body, the packing ~ Now the ground
mineralised zone. Fe,0;  Fe,0, content and and transportation  homogenization
was assessed based on ~ mix the low system should e~ silo has been put
the average grade of the  Fe,0; ore considered to into operation,
entire intersection of the  with high Fe,0, isolate and which can
mineralised zone. ore. transport the ore ~ complete the
with high mixing of low

impurity content  Fe,0; ore and
from the source. ~ high Fe,0; ore.
At the same time,

the mixture of

low Fe,0; ore and

high Fe, 05 ore is

completed in the

ground

homogenization

silo before the ore

enters the plant.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Mining
Production plan . . . . Failure to meet production Ensure that short- Reasonable planning  The design of the
targets due to delay or ~term planning is and design of the  remaining
failure of underground ~ capable of remaining working face in
development and mining  identifying and working face in South 11 mining
block preparation resolving issues South I mining ~area has been
development; low that could cause area, scientific preliminarily
operating time and production delays, preparation of completed. The
equipment utilization. improving production supplementary
operation planning organization exploration plan
and equipment design in recent ~ of the adjacent
maintenance; years, reasonable  block of South II

Equipment shortage or

shutdown

Insufficient quantity or

inefficient mining
equipment; low
equipment capacity
due to unexpected
conditions; equipment

failure due to overload.

ensure sufficient
capacity of
equipment and
systern.

Ensure the
maintenance
schedule i
implemented.
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assessment of
uncertainties in
the next
production
process, reserve
equipment and
emergency plans
in advance.

Medium Mine equipment

should be repaired
and maintained as
planned, and that
which cannot be
repaired should be
replaced in time
to ensure that the
equipment meets
the needs of
mining and
production.

mining area has
been submitted
and under on-site
review. The
supplementary
exploration
funding plan has
been issued.

At present, all
production-related
equipment in the
mine is routinely
repaired and
maintained
including daily
and weekly
inspections. These
inspections are
designed to
identify and
address any
potential issues
promptly, ensuring
the equipment
remains in
optimal working
condition, If it
cannot be
maintained from
the underground
site, it shall be
returned to the
factory for
maintenance after
the service
expires.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame

Adverse micro-geological Conditions changed Impose practical ~ Unlikely ~ Moderate ~ Low  When designing the During the mining

fire/dust explosion . .

and remaining coal
seans.

set alarms in the
mined-out area,
and block the
gates to the coal
seam area,
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the working face
will naturally
collapse. At the
same time, after
the mining of the
working face, a
sealing wall
should be built at
the entrance of
the passageway,
monitoring points
should be set up
and regular
inspections should
be carried out to
check the gas and
other conditions
inside and outside
the wall.

conditions (faults and ~significantly, leading o mapping working face, of the overlying
disturbances). . . . . mine plan failure. procedures to refer to the coal seam in the
study changes in geological data remaining block
the mining and drawings of ~ of South II
conditions during the original coal ~ mining area, there
drilling and seam during is basically no
heading mining, try to major fault
development; avoid the fault influence, and
change of structure which through the
equipment from has a great analysis of
longwall to influence on previous mining
shortwall. production; at the  experience, the
same time, the small fault of the
geological overlying coal
conditions of the ~ seam has basically
unconstructed no influence on
section are kaolin mining.
ascertained in
advance, so that
countermeasures
can be taken in
time.
Spontaneous Safety hazards caused by ~ Implement When kaolin is When the coal seam
combustion/mine the previously mined monitoring and mined, the roof of  mining of the

mine ended in
2019, all
passageways of
the system
roadway leading
to the coal seam
mining area were
sealed by sealing
walls; during coal
seam mining, both
roadways of the
working face have
been sealed.
Monitoring points
are set outside the
sealing wall of the
passageways for
regular
monitoring.
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Implementation
Control Mitigation Status and

Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame

Coal gas explosion/seam  Safety hazards caused by~ Implement Unlikely ~ Moderate ~ Low ~ When kaolin is When the coal seam
gas outbursts. . . . . methane from the monitoring and mined, the roof of  mining of the

previously mined and set alarms to the the working face ~ mine ended in
remaining coal seams. seam gas level, will naturally 2019, all
and block the collapse. At the passageways of
gates to the coal same time, after ~ the system
seam area. the mining of the  roadway leading
Installation of working face, a to the coal seam
efficient sealing wall mining area were
ventilation should be built at  sealed by sealing
system. the entrance of walls; during coal
the passageway, seam mining, both
monitoring points  roadways of the
should be setup  working face have
and regular been sealed.
inspections should ~ Monitoring points
be carried out o are set outside the
check the gas and  sealing wall of the
other conditions ~ passageways for
inside and outside  regular
the wall. monitoring.

Lack of skilled labor and Lack of labor leading to  Provide training for ~ Unlikely ~ Minor Low  Vigorously improve  Kaolin production
operational mine plan failure. local employees the intelligent and  adopts
management . . . . . and maintain the mechanized level  comprehensive

skilled labor and of mine mechanized
operational production, in mining, and
management. order to achieve  actively
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the purpose of
reducing
personnel and
improving
efficiency, and
reduce the risk
caused by labor
shortage.

introduces new
technology and
new equipment;
regularly organize
continuing
education and
training for
employees to
improve their
professional
quality and
ability.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Compatibility of If the equipment and Regularly conduct ~ Possible ~ Moderate ~ Medium Increase the Reserve spare parts
equipment and processes are not process inspection and and raw materials.
processes. . . . . . . compatible, the result inspections to maintenance of Strengthen
will be lower product evaluate the tasks equipment equipment
quality and higher and adaptability operation, inspection and
production costs. of each piece of regularly inspect ~ maintenance. Use
equipment, and and replace spare  new processes,
update them as parts to ensure new equipment
necessary. that product and new
quality control technologies to

requirements are  optimize product
met. Use new PIrOCesses.
processes, new

equipment and

new technologies

to meet product

quality control

requirements.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame

Ceramic fibre workshop ~ Failure to meet the annual ~ The production plan  Unlikely ~ Moderate ~ Low  Provide operational ~ Provide operation

production plant . . . production target of 750 for the ceramic skills training for ~ guidance and
fpa, fibre workshop production {raining to
maybe workers to reduce  external personnel
conservatively the impact of o improve
reduced to 75% of unskilled operators’
the target. application of new  operating skills.
processes, new Conduct in-depth
equipment and research on new
new technologies.  processes, new
Customer equipment and
application new technology
scenarios are applications to
differentiated and ~ improve the
production adaptability of
parameters need ~ processes to
to be adjusted, customers’
which has an differentiated
impact on product
production application
efficiency. For scenarios and
new equipment reduce the impact
and high- of process
temperature parameter

systems, safety adjustments on
management needs  production,
to be strengthened  Increase

and system inspections and
control needs to  maintenance of
be more equipment
conservative. operation

processes to
ensure stability
and safety of
cycle operations.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Geotechnical

No. § coal seam mined-
out area may increase
the difficulty of roof
management during
kaolin mining . . . .

The No. 5 coal seam
above certain working
faces of the kaolin mine
has already been mined,
compromising the
stability of the roof.
This may increase the
difficulty of roof
management during
kaolin mining and could
potentially lead to roof
fall accidents.

First, use §200 mm ~ Unlikely

x 2,000 mm
semicircular wood
beams for roof
management in
fractured roof
sections, strictly
prohibiting
unsupported sides,
unsupported roofs,
and rib spalling
roof falls. Second,
if rib spalling roof
falls occur on the
working face,
employ advance
support by
erecting advance
supports and
using wooden
stacks to secure
the roof.
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The working face

adopts hydraulic
support to support
the roof. When
the roof is broken
or the pressure is
large, promptly
pull the advance
support. Advance
hydraulic support
is used to support
the roof in the
advance section of
both roadways of
the working face.

During the mining

of the working
face, the roof at
the upper and
lower ends are
supported with
hydraulic support
and advance
hydraulic support.
When the roof of
the rock wall side
is broken,
promptly pull the
advance supports.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame

Roadway deformation ~ Due to the mining of the ~ First, change the ~ Unlikely ~ Moderate ~ Low I the subsequent At present, the

caused by upper and
lower coal seams

depletion . . . . ..

upper and lower coal

seams, some sections of

the surrounding rock
have been damaged,
leading to roadway
deformation and

damage, making support

challenging.

design concept
and optimise the
roadway layout
level. Second, for
fractured, easily
weathered, water-
bearing rock,
implement
targeted sealing
and reinforcement
measures. Third,
promote mutual
reinforcement
between primary
and secondary
support to
enhance the load-
bearing function
of the surrounding
rock. Fourth,
focus on the later
maintenance and
reinforcement of
the roadway by
taking targeted
reinforcement
measures based on
dynamic
monitoring of the
deformation and
strength
weakening process
of the surrounding
rock.
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construction
system, the layout
of the roadway
should be
optimized, and the
primary support
should be
maximized in the
roadway support
design to improve
the bearing
capacity of
surrounding rock.
The deformation
observation point
of surrounding
rock should be set
up in the working

roadway.

surrounding rock
observation points
have been set up
in all the
roadways in use
and those serving
them. The roof
dynamic
monitoring system
is set up in the
roadway affected
by mining, and
the data is
uploaded to the
ground terminal in

real time,
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame

Rib spalling and floor ~ The mine may have stress  Based on the layout  Unlikely ~ Moderate ~ Low  The support strength When the stress

heave . . . ... .. concentration areas of the working should be concentration area
where mining activities  face and improved when of the overlying
could lead to rib geological mining activities  South 5 coal seam
spalling and floor heave, ~structure are carried out in i constructed in
posing safety risks. conditions, the stress the early stages of
analyse and concentration the mine, the
delineate the areas; formulate differentiated
stress special safety support design of
concentration technical roadway is re-
range, and measures for the ~ designed to
formulate special construction of improve the
technical stress support grade.
measures for concentration Before the
mining in stress areas. construction of
concentration the working face,
areas. analyze the
geological
structure

conditions and
timely adjust the
targeted support
design and
construction
scheme of the

roadway.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Hydrology

Undrained water in

historical voids,

leading to groundwater

accidents

If management is
inadequate, there may be
aisk of accidentally
penetrating historical
voids, roadways and
chambers, or
encountering undrained
water in historical voids,
leading to groundwater
accidents.

Mitigation measures  Possible

include further
clarifying the
location, size and
water
accumulation in
historical voids,
and strictly
adhering to
national and
Anhui Province
technical
regulations,
standards and
measures for
preventing water
ingress from
historical voids.
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voids of the
whole mine, draw
out the
waterlogged areas,
and estimate the
water volume, etc.
In accordance
with the
regulatory
requirements,
advanced
centralized
exploration and
drainage of
historical voids
was carried out.
Investigate the
mined-out area,
roadways and
chambers that
affect the
excavation of the
design work, and
formulate specific
targeted and
reliable safety
technical

measures.

Medium Check the historical At present, the

historical voids of
the whole mine
have been
checked, the
waterlogged areas
have been drawn
out, and the water
volume has been
estimated.
Advanced
centralized
exploration and
drainage of
historical voids
was carried out
pre-construction
in accordance
with the
regulatory
requirements. The
mined-out areas,
roadways and
chambers that
affect the
excavation of the
design work have
been investigated,
and specific
targeted and
reliable safety
technical
measures have
been formulated.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Residual water inflow ~ Once residual water from  The mitigation Medium The mine drainage By the end of

from the four closed

adjacent mines . . . .

Seepage on the mine
field boundary coal
pillars and artificial

partition walls . . . .

the four closed mines

around the Shuoli Mine

enters, the existing sump

volume will not meet
the Coal Mine Water

Prevention and Control

Regulations, posing a
significant risk.

After the closure of the
four surrounding mines,
the residual water will

raise the water level,

exerting pressure on the

mine’s field boundary

coal pillars and artificial
partition walls, posing a

risk of seepage.

measure is o
complete the
underground
drainage system
upgrade by the
end of December
2025.

Conduct monitoring ~ Possible

and control and
reinforce
protection of the
artificial partition
walls.
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system should be
upgraded,
including the
expansion of the
sump and the
replacement of
large-flow
drainage pumps,
and the upgrading
work should be
completed before
the end of
December 2023.

Medium Strengthen the

inspection of
grouting partition
wall, monitoring
and analysis
combined with the
water level of the
surrounding
historical voids’
hydrologic
observation hole.
There is no
mining activity
around the
artificial partition
wall, and the
integrity s not
damaged.

November, the
sump has been
expanded by
1,100 m. At
present, one
drainage pump
has been replaced
and upgraded, and
the other is
expected to be
replaced by the
end of 2023.

1. There are water
level observation
holes for the
historical voids
around the mine
construction,
which can
dynamically
monitor the
change of water
level in real time.

2. In accordance
with changes in
the water levels of
the surrounding
historical voids,
proactive
measures will be
taken to achieve
timely warning.

3. There is no

mining activity
around the
artificial partition
wall to ensure its
integrity is not
damaged.
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Implementation

Control Mitigation Status and

Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Water pollution to the ~ The potential risks of the ~ Dispose of the Unlikely ~ Moderate ~ Low  Currently, all the ~ In 1987, a mine

environment . . . . . project to surface water ~ mine’s dewatering mine water from  water purification

and groundwater are due  water and the uplifting shaft  and treatment
to the indiscriminate domestic enters the mine station with a

discharge of untreated ~ wastewater water purification  daily treatment

production and domestic
wastewater.

properly. Conduct and treatment capacity of 5,000

regular surface station for m’ was built, and

and groundwater standard in 2019, rainwater

monitoring. treatment. As for ~ and wastewater

the plant domestic ~ separation was
wastewater, it carried out. The
enters the capacity
workers' village ~ expansion of the
urban sewage mine water
network via the purification and
plant sewage {reatment station
is scheduled in

2026.

outlets for
centralized
treatment, A third-
party testing
agency is
commissioned
quarterly to
conduct testing.
The latest test
results conducted
in November 2024
meet national and
local drainage
standards.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Air emissions Air pollutants come from  Undertake Medium Dust removal, In 2019, three rotary
management . . . . . production processes maintenance of desulfurization kilns and one

such as vertical kilns,
rotary kilns, feeding,
crushing and screening.
Particulate matter, sulfur
dioxide and nitrogen
oxides are the main air

pollutants of the Project.

the desulfurisation
and denitrification
facilities. Conduct
regular air
monitoring.
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and denitrification
of particulates,
sulfur dioxide and
nitrogen oxides
discharged from
shaft kiln and
rotary kiln were
carried out. For
the particulates
generated by
unorganized
discharge in the
process of
feeding, crushing
and screening, the
methods of
sealing, negative
pressure dust
collection (£ B
£2) and bag dust
collection (4t
£8) are adopted to
reduce emissions.

shaft kiln were
reformed for
desulfurization,
denitrification and
dust removal, and
the feeding,
crushing and
screening systems
in the workshops
were gradually
sealed and dust
collection devices
were installed. In
the future, we will
continug to take
measures to
ensure compliance
with the stable
emission of

various pollutants.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame

Stakeholder engagement  No stakeholder Develop and Unlikely ~ Moderate ~ Low  Formulate The initial loss from

and social aspects . . engagement plan has implement a development plans  mining collapse
been developed for the ~ stakeholder for surrounding caused by
Project. engagement plan. communities. previous activities
A grievance When the by other coal
mechanism is also Company’s mining companies

recommended to
mitigate social
risks.
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production affects
surrounding
residents, develop
noise
countermeasures
and emergency
response
mechanisms to
prevent the impact
of the company’s
production on
surrounding
residents.

has been dealt
with in the early
stage, and no
further mining
collapse has
occurred since
then. Measures
including annual
geological
environment
monitor will be
taken to reduce
any future impact.
We conduct
geological
environment
monitoring
annually to assess
the impact of
mining collapse.
At the same time,
as production at
the ground plant
has increased, so
has the need for
more
environmental
protection
facilities and
equipment
protection
facilities and
equipment to
reduce the
environmental
impact.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Product price. . . . . . Price reduction due to Active marketing ~ Possible ~ Moderate ~ Medium Engage in vigorous ~ Active market

decline in demand or

increased competition.

Product specifications . . Clients request new
specifications for

products.

and promotion;
active ongoing
product
development
focusing on high-
value and
innovative
products.

Incorporate flexible  Unlikely ~ Low
processing lines in
the plant that can
respond to
change.
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marketing and
promotion,
Actively engage
in product
development.

Low  Use flexible
production lines
in processing
plants.

analysis and
competitive
pricing strategies,
with a short-term
focus on adapting
to demand
changes.

Efforts to
accommodate
new client
specifications are
underway, with a
medium-term time
frame to enhance
product
development and
customization
capabilities.
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Implementation
Control Mitigation Status and
Risk Description Recommendations  Likelihood Consequence Rating Measures Time Frame
Client loss. . . . . . . Established clients Actively seek new  Possible Medium Actively develop ~ Strategies to retain
purchase product from ~ clients and new customers on established clients
competitors. maintain good the basis of are being
relations with maintaining optimized, with
existing clients. existing immediate actions
customers. to strengthen

Insufficient product . . . Production is capped Investigate possible ~ Unlikely
below quantity required ~ increase in
to maintain or expand production license
market share. quantity if
warranted by
increased demand.

Restricted/limited Sales currently only in -~ Broaden client base ~ Unlikely
market . . ... .. China may be subject o and consider
local fluctuations in overseas clients.
high-technology
industry.

OUR PRODUCTS

Optimize existing
production
organization and
improve
production
efficiency.

Expand overseas
markets and
increase customer
base.

client
relationships and
loyalty programs.

Measures to increase
production
capacity are in the
planning phase,
fargeting a
medium-term
resolution to
support market
share growth.

Monitoring of sales
in China is
ongoing, with
contingency plans
being formulated
0 address
potential local
industry
fluctuations in the
short to medium
term,

We specialize in the production and sales of precision casting mullite products, refractory

mullite products and raw coke and raw powder, among which precision casting mullite

products and refractory mullite products are produced through beneficiation and processing

operations, while raw coke is derived from mining and selection processes, and raw powder is

derived from crushing and selecting kaolin ore. All of our products are produced from

coal-series kaolin ore. We were the largest precision casting mullite products producer in China

in terms of the sales value of precision casting mullite products in 2024, with a market share

of 19.1%, according to Frost & Sullivan. Our products are widely used in the precision casting

industry. In particular, we are one of the industry leaders in supplying raw materials for the

shells in precision casting for the automotive, aviation, healthcare and general equipment

industries.
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As advised by our Independent Technical Consultant, based on their current
understanding of the deposit, our kaolinite deposit does not contain economically viable
concentrations of rare-earth elements (“REE”). Clay-hosted REE deposits are typically
ion-adsorption clays formed through the weathering of granitic rocks, a geological setting
distinct from the kaolin layers associated with coal-bearing sequences found at our Shuoli
Kaolin Mine. As of the Latest Practicable Date, no evidence of economically recoverable REE
mineralization has been identified within the deposit. As such, our products are not subject to
any PRC’s export control relating to rare earth elements.

The following table sets forth a breakdown of our revenue by product type for the periods
indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB in thousands, except for percentages)

Precision casting

mullite products. 184,193 96.8 165,931  81.1 185492 694 66,139 749 68,111  65.0
Refractory mullite

products . . . .. 0,173 3.2 23,522 11.5 52,056 19.5 18,671 21.2 24,703 23.5
Raw coke and raw

powder . ... .. - - 15,234 74 26,621 10.0 3,479 39 9,328 8.9
Ceramic fiber. . . . - - - - 2,973 1.1 - - 2,757 2.6
Total . . . ... ... 190,366  100.0 204,687 100.0 267,142 100.0 88,289 100.0 104,899 100.0

The following table sets forth a breakdown of our gross profit and gross profit margin by
product type for the periods indicated:

Year ended December 31, Five months ended May 31,

2022 2023 2024 2024 2025
Gross Gross Gross Gross Gross
profit profit profit profit profit

Gross  margin  Gross  margin  Gross margin  Gross margin  Gross  margin
profit % profit % profit % profit % profit %

(unaudited)
(RMB in thousands, except for percentages)

Precision casting

mullite products. 56,961  30.9 51,185  30.8 67,895  36.6 23,190  35.1 26,041  38.2
Refractory mullite

products . . . .. 595 9.6 9,315 39.6 12,108 233 5,521 29.6 5,165 20.9
Raw coke and raw
powder . ... .. - - 10,777 70.7 16,657 62.6 2,087 60.0 5,282 56.6

Ceramic fiber. . . . -
Total .. ...... 57,556

- - 1,510 508 - - 786 285

71277 348 98170 367 30798 349 3214 353

w
NS N
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Main Products

Precision Casting Mullite Products

Precision casting mullite products refers to a high-performance material used in the
precision casting process. Our precision casting mullite products are mainly produced by
crushing kaolin ore, undergoing high-temperature calcination in a rotary kiln, removing
impurities and screening. This process yields sand and powder products with a mullite crystal
phase that has low levels of iron, potassium, sodium and other elements.

Below is an illustration of our precision casting mullite products:

Precision Casting Mullite Sand Precision Casting Mullite Powder

Configurations: 10-16 mesh, 16-30 mesh, Configurations: 200 mesh, 270 mesh and
30-60 mesh, 40-70 mesh, 60-80 mesh and 325 mesh
80-120 mesh

Precision casting is an advanced manufacturing process for producing complex-shaped
intricate components with stringent accuracy requirements. It has been used for manufacturing
high-value precision components in fields such as automotive, aviation, healthcare and general
equipment. The performance of precision castings products is directly related to the quality of
the shell molds, which is mainly associated with the materials used for producing the shell
molds. Since the mullite sand and powder affects the strength of the shell mold and
dimensional accuracy of the casting, it is essential for the material to possess high
refractoriness, a low and uniform thermal expansion coefficient and strong thermochemical
stability. Currently, kaolin is the key material for preparing shell molds in China, especially

coal-series kaolin.
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Our precision casting mullite products can be used as raw materials in the manufacturing
of shell molds in the precision casting process for downstream high-end manufacturing
industries such as high-temperature alloys, carbon steel and heat-resistant steel, serving
industries such as automotive, aviation, healthcare and general equipment. For example, our
precision casting mullite products can be used in the shell mold for the manufacture of
high-temperature turbine blades in aircraft engines.

* Back Layer
2 precision casting powder material
~ i (200) mesh pulp+
217 - N .
precision casting sand material
23 (10~16) mesh
s * Transition Layer
. precision casting powder material

2 )) mesh pulp-: "'5\—
cision casting sand

) mesh

Note: The shell mold is primarily composed of precision casting mullite products (accounting for over 90% by
weight), binder and additives (the shell mold is not produced by us). From the back layer to the surface layer
directly in contact with molten metal (the brass-colored part in the diagram), the particle mesh size gradually
increases, indicating a finer material particle size. The mesh size and number of layers in the diagram may be
adjusted according to actual production conditions.

According to Frost & Sullivan, our precision casting mullite products have outstanding
physical and chemical properties that exceed industry standards. For example, compared with
similar products in the market, our products have a higher Al,O5 content, resulting in greater
refractoriness. In addition, they contain fewer impurities, leading to better thermochemical
stability. Shell molds made with our precision casting mullite products exhibit excellent dry
and wet strength, high-temperature strength, and collapsibility, and the castings produced from
these shell molds can be easily removed from molds, maintain their shape, resist shrinkage and
possess a smooth surface, resulting in very high yields of finished products.

Refractory mullite products
Our refractory mullite products are made from coal-series kaolin as the raw material,

primarily through processes such as high-temperature calcination in a shaft kiln, crushing and
screening.
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Below is an illustration of our refractory mullite products:

Refractory Mullite Granule Refractory Mullite Block

Configurations: 0-1mm, 1-3mm, 3-5mm, 5-8mm Configurations: 0-50mm, above 50mm

The mullite crystal phase of our refractory mullite products is well-developed and
uniform, featuring a dense texture, high hardness, low expansion coefficient, excellent wear
resistance and good thermochemical stability. Our refractory mullite products can be used to
manufacture boilers, kilns, molds and other equipment used in high-temperature operations,
serving as fundamental materials for various industries that involve high-temperature
operations such as metallurgy and construction materials.

Below are illustrations of refractory brick for the equipment used in high-temperature
operations made of refractory mullite material as an important refractory raw material:
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Raw coke and raw powder

Our raw coke is derived from mining and selection processes, and raw powder is derived
from crushing and selecting kaolin ore, where the larger and lumpy fragments are referred to
as raw coke and the finer, powdery material is known as raw powder. We sell raw coke and raw
powder to customers who may further process it depending on their own needs, including the
production of refractory materials. We do not use raw coke and raw powder for the production
of our own products. During the Track Record Period, the revenue generated from sales of raw

coke and raw powder accounted for only a small portion of our total revenue.

Ceramic fiber

Ceramic fiber product is an aluminum silicate engineering fiber cotton synthesized and
processed by calcined kaolin, mixed with quartz sand and alumina powder in proportion. The
main production processes are raw material mixing, melting, fiber formation, slag removal and
chopping. Ceramic fiber products are suitable for the production of the engineering ceramic
environmental protection filter tube and automobile liners, and can be used for desulfurization
and denitrification in metallurgy, electric power, thermal kiln, petrochemical, building
materials and other environmental protection fields. Specifically, the engineering ceramic
environmental protection filter tube, being an essential component in integrated high-
temperature exhaust gas treatment systems, encompasses the functions of dry desulfurization,
denitrification and dust removal. It is designed to filter and purify gases in various industrial
applications such as production facilities for steel, coking, glass, glass fiber and biomass power
plants.

We have constructed a ceramic fiber production line with an annual capacity of 1,000
tonnes, along with supporting facilities and infrastructure, at the Chamotte Plant. We use
calcined kaolin as the main raw material to produce high-grade fibers suitable for
desulfurization and denitrification environmental protection pipes, as well as conventional
engineering fibers, thereby extending our reach into the environmental protection industry.
Currently, most domestic environmental protection pipe manufacturers rely on a mix of
imported engineering fibers and domestic fibers. Our ceramic fiber products have the potential
to replace imported engineering fibers. Since January 2025, we had started commercial

13

production and sales of ceramic fiber. See “— Suppliers and Contractors — Construction

Contractors.”
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The following table sets forth a breakdown of the sales volume and average selling price

by product type for the periods indicated:

Year ended December 31,

Five months ended May 31,

2022 2023 2024 2024 2025
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
(RMB (RMB (RMB (RMB (RMB
per per per per per
(kt) tonne) (kt) tonne) (kt) tonne) (kt) tonne) (kt) tonne)
Precision casting
mullite products.  118.5 1,554 109.0 1,522 133.1 1,394 446 1483  52.1 1,307
Refractory mullite
products . . . .. 52 1,187 19.6 1,200 522 997 17.9 1,043 249 992
Raw coke and raw
powder . .. ... - - 394 387  86.9 306 7.6 458 379 246
Ceramic fiber . . . - - - - 0.3 9910 - - 0.3 9,190

See “Financial Information — Period-to-Period Comparison of Results of Operations” for
the analysis of fluctuations of sales volume and average selling price.

PRODUCTION
Production Processes
Mining

We use the underground mining method for the extraction of kaolin ore at our Shuoli
Kaolin Mine. We formulate monthly mining and production plans, which are broken down into
daily and shift tasks by our production team for the mining operation. Our mining process
involves the following steps: (1) the kaolin deposit is cut and broken using a longwall shearer,
(2) the crushed ore is loaded onto the working face scraper conveyor through the rotation of
the coal machine drum, (3) the crushed ore is then transported out via the working face transfer
conveyor and belt conveyor, (4) after each cycle of the longwall shearer cutting the kaolin
deposit, the hydraulic support on the working face moves forward to support the roof, and (5)
the roof in the goaf area behind the support naturally collapses. Steps (1) through (5) are the
complete extraction process for a shift, which typically takes around eight hours, during which
transporting the kaolin ore via the working face scraper conveyor, working face transfer
conveyor and various belt conveyors to the mining area transport belt typically takes around
four hours. (6) The mining area transport belt then transports the kaolin ore to the mining area
storage silo, (7) it then enters the main mine transportation system, (8) the main shaft hoists
the kaolin ore to the surface using a skip, which typically takes about seven hours, and (9)
finally it is transported to the processing site for beneficiation according to specific volume
standards. Our raw coke and raw powder are produced by crushing the kaolin ore mined from
underground.
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The main steps involved in underground mining are illustrated in the following flow
chart:

Mining Plan

- i N
’ \

Rock Breaking

!

Loading

] Mined-out Area
Transportation ~ [— Support e Treatment

’
\ i /

Mining Storage Area

!

Mine Transportation
System

!

Main Shaft Hoisting

!

Surface Transportation
System

!

Ore Processing

l :I Production Process

uonerdQ Surdoyg
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We own all the major equipment for our mining operation. The following table sets out
a summary of the key mining equipment owned by us as of May 31, 2025:

Average
remaining
Estimated useful
Mining equipment Purpose Capacity Quantity  useful life life
(Tonne/hour) (Month) (Month)
Longwall Shearer Cutting kaolin ore 200 1 120 82
Scraper Conveyor Transporting 200 1 120 82
kaolin ore
Loader Transporting 200 1 120 82
) kaolin ore
Belt Conveyor Transporting 200 6 120 82
r S kaolin ore
Hydraulic Support Supporting the - 76 120 82
€7 roof of the
working face
P aen,.
Emulsion Pump  Supplying - 2 120 82
Station hydraulic fluid
to the hydraulic
support
Mobile Substation Providing power - 3 120 82
P to mining
“‘ equipment

Note:

(1) According to the accounting policies adopted by us, depreciation of our machinery is calculated using
the straight-line method from five to 10 years, and allocate its costs to its residual values over the
estimated useful lives of the machinery. The actual useful lives of the machinery may be different from
the estimates. See Note II of the Accountants’ Report in Appendix I to this prospectus for details of the
depreciation method adopted for our machinery and its useful lives.
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Beneficiation and processing

After the kaolin ore undergoes a series of procedures including initial grading, shaft kiln
calcination, secondary grading, crushing and screening, semi-finished materials can proceed to
the color sorting process to become refractory mullite products. Alternatively, they can enter
initial grading, crushing, rotary kiln calcination, impurity removal, air blowing and screening
processes to ultimately become precision casting mullite products. Based on market demand
and production capacity, we can transform semi-finished products intended for refractory
mullite products into precision casting mullite products through a specific conversion process
as illustrated in the below flow chart.

The main steps involved in production process of precision casting mullite products and
refractory mullite products are illustrated in the below flow chart and further explained below:

Grading®
Shaft Kiln Calcination* Crushing®
Grading® Powder Selection
Refractory Mullite Refractory Mullite . . .
Block (large pieces) Block (small pieces) Rotary Kiln Calcination +—| Pelletizing
Transfer
process seps ]
as needed**
Crushing® r===-M  Impurity Removal®
Screening®  f----- ] Air Blowing [l Screening® F Impurity Removal®
Color Sorting I Grading®
Collect powder after sifting
and air blowing
i Precision Casting
Mullite Sand
Impurity Removal®
(0-1mm, 1-3mm, 3j§mmv 5-8mm i (10-16 mesh, 16-30 mesh, 30-60 mesh, 60-80 mesh,
and other specifications) 80-120 mesh and other specifications)
Grinding
[ procucrionproces
Grading®

[e0F) Different stages for the same production

Precision Casting
process Mullite Powder
(200 mesh, 270 mesh, 325 mesh
and other specifications)

Note:

* In light of increasing customer demand for refractory mullite products since the fourth quarter of 2023, we
have outsourced the shaft kiln calcination of kaolin ore for the production of refractory mullite products to an
external contractor since October 2023 to expand the sales of refractory mullite products.

ek

During actual production, according to market demand and production capacity, we can process the
semi-finished product to be processed into refractory mullite products into precision casting mullite products
through the conversion process steps.
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Refractory mullite products

1. Grading @

The kaolin ore is transported to a vibrating screen by a belt conveyor, where it is sorted
into a 50mm standard. Kaolin ore that measures less than S0mm proceeds to the precision
casting material processing line, while kaolin ore larger than 50mm is directed to the refractory
mullite material processing line.

2. Shaft Kiln Calcination

In a shaft kiln calcination process, the kaolin ore is fed from the top and moves downward
as fuel burns in the middle section, where temperature peaks at 1300°C. The calcination
temperature gradually decreases from the middle section upwards. The material is added from
the top, allowing for gradual preheating and calcination. This process takes approximately 96
hours. Below is an illustration of our shaft kiln.

[

3. Grading @

The calcined kaolin ore is divided into large and small pieces.
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4.  Crushing @

The material is transported to a crusher by a belt conveyor for crushing.

5. Screening ©

A screening machine is used to further screen out smaller particles of varying sizes
(0-1mm, 1-3mm, 3-5mm, etc.).

6. Color Sorting

Based on different customer needs, the material after impurity removal enters the color
sorter for enhanced impurity removal. In this stage, defective products or impurities are
separated from the material, achieving the desired sorting results.

Precision Casting Mullite products
1. Grading @

The kaolin ore is transported to a vibrating screen by a belt conveyor, where it is sorted
to a 50mm standard. Kaolin ore that measures less than 50mm proceeds to the precision casting
material processing line, while kaolin ore larger than 50mm is directed to the refractory mullite
material processing line.

2. Crushing @

The material is transported to a reversible impact crusher by a belt conveyor. Using
screening equipment, any material that does not meet the size requirements is returned to the
crusher by a bucket elevator for re-crushing until it meets the required particle size standard
(<5mm).

3. Powder Selection

The material is transported to the powder separator by a bucket elevator for powder

selection, and the powder is subsequently collected in a bag.
4.  Pelletizing
The collected powder enters the upper bin of the pelletizer, where the powder selected by

the powder separator is formed into spherical material. This process takes approximately 0.6
hours.
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5. Rotary Kiln Calcination

The material is calcined using a rotary kiln. It is fed from the tail of the kiln and moves
towards the head, where it is slowly and evenly heated and fully calcined. The temperature
during the calcination process is maintained at approximately 1300°C, and the duration can be
adjusted according to the material specifications required. This process takes approximately
2.4 hours. Below is an illustration of our rotary kiln.

6. Impurity Removal @

Impurity removal equipment is used to remove iron and other impurities from the
material.

7.  Air Blowing

A powerful airflow blower is used to separate and collect powder material above 100
mesh, reducing the powder content in the sand to below 0.3%.

8.  Screening @
A screening machine is used to further screen out smaller particles, and the collected

powder from the air blowing process is used in the subsequent preparation of precision casting
mullite materials.
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9. Impurity Removal @, @

Impurity removal equipment is again used to remove iron and other impurities from the
material.

10. Grinding

After impurity removal, the material is directed to a ball mill for grinding. The ball mill
uses ceramic balls and ceramic linings to avoid contamination and improve product quality.
The prepared powder is then transported to the classifier by a bucket elevator. This process
takes approximately 1.5 hours.

11. Grading ®, @

The powder prepared in the previous process is graded using a high-efficiency air
classifier, which can produce precision casting mullite products in various specifications such
as 200 mesh, 275 mesh and 325 mesh. After the process of Impurity Removal @, the materials
are graded, which can produce precision casting mullite products in various specifications such
as 10-16 mesh, 16-30 mesh, 30-60 mesh, 60-80 mesh.
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Ceramic fiber

The main steps involved in production process of ceramic fiber are illustrated in the
below flow chart and further explained below:

Calcined kaolin Quartz sand Alumina powder

Raw material mixing

l

Melting

l

Fiber formation

l

Collection

|

Slag removal

|

Chopping

Slag ball recycling

Ceramic fiber

!

Packaging

Production process

- Raw materials/finished products
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1. Raw material mixing

The raw materials used in the production process need a certain proportion of silicon and
aluminum ingredients, which are mixed according to a ratio through a feeding device and a
dosing device, and then enter into a mixing machine to be fully mixed. This process is
approximately 0.5 hour per tonne.

2.  Melting

After mixing, the raw materials are transported to a furnace through a conveying device,
where the raw materials are melted into a magma state through three electrodes input, and then
form a liquid column, which will flow to a blowing nozzle through an orifice. The time
consumed by this process is mainly the time from starting up the machine to raising the
temperature required for melting, which takes approximately 48 hours.

3.  Fiber formation

Blowing method: a molten liquid flows out through a high temperature resistant metal
orifice at the bottom of the furnace to form a liquid column, and the compressed air is used to
blow the liquid column, so that the molten liquid becomes a mixture of solid fiber and slag ball
particles. Spinning method: to make the fusant stream fall on the surface of the high-speed
rotating centrifugal roller, and disperse the fusant and stretch it into fibers with the action of
centrifugal force.

4.  Collection

The molten raw material will become cellucotton through fiber forming, and then fiber is
collected and concentrated in the cotton collecting cavity by a cotton collector.

5. Slag removal

In the process of fiber forming, a certain amount of slag ball particles will be formed in
the fiber. In order to improve the purity of the fiber, the proportion of pure fiber is increased
by separating the slag ball through a dry slag removal device.
6. Chopping

The fiber will have a longer length after fiber forming, which can be processed in terms
of length by an adjustable cutting equipment, to meet the requirements of the field of usage.
After forming continuous fiber cotton, it is continuously sent to the chopper and fiber loose
cotton will be immediately formed after being chopped.

7. Packaging

The finished fiber products are packaged by weight using packaging equipment. The fiber
loose cotton will be transported into a packaging machine by a fan to form a 10 kg fiber block.
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We own the proprietary technology to produce precision casting mullite products through
rotary kiln calcination. This innovative approach distinguishes us in the industry, ensuring
high-quality products with high refractoriness, low expansion coefficient, strong resistance to
chemical corrosion and high load softening point. These features make our products highly
suitable for casting carbon steel, stainless steel, heat-resistant steel and alloys like aluminum
and titanium. The shell produced with our products exhibits high strength and good
permeability, with excellent collapsibility after pouring, ensuring that the castings retain their
shape, do not shrink and maintain a smooth finish. The conventional method for producing
precision casting mullite products begins with mining block-shaped kaolin ore, which is then
calcined in a shaft kiln, crushed into granular material and screened into different particle sizes
of precision casting mullite sand products. The material calcined in this way exhibits high
Mohs hardness, causing notable wear in subsequent processing, low yield, high labor intensity
and potential contamination with external iron and other impurities. Additionally, the shaft kiln
can only calcinate blocky materials, resulting in low resource utilization.

However, we crush the kaolin ore into fine sand before calcination in a rotary kiln,
leveraging the low hardness and easy crushing characteristics of kaolin ore. The semi-finished
material from the rotary kiln then undergoes grading, impurity removal and air-blowing
through a screening system. Rotary kiln calcination causes impurities and iron to precipitate
and aggregate, allowing most impurities to be removed in subsequent impurity removal steps.
This innovative method significantly enhances resource utilization, resulting in higher
production efficiency and product quality compared with traditional processes. Furthermore,
the fine sand form of the material improves calcination stability and uniformity and provides
a passivation effect on sintered particles, resulting in more rounded sand particles. The
precision casting shells made from this sand exhibit better permeability, effectively reducing
casting defects such as under-casting and porosity caused by poor shell permeability.

Additionally, in calcination operations of kaolin ore companies typically adopt a
combination of “manual fire watching” and “single machine control”, where operators rely on
experience to monitor material temperature, use handheld devices to test kiln body temperature
and manually manage production lines from control cabinets. This results in imprecise control
of calcination parameters, which can compromise product quality and pose safety risks. We
have independently developed intelligent calcination technology, using colorimetric
thermometers, TV probes used in industries that involve high-temperature operations, infrared
radar scanners, and other devices to monitor the internal material temperature and kiln body
surface temperature of the rotary kiln in real time. These devices work with programmable
logic controllers to transmit control signals to the control circuit, achieving precise control of
calcination temperature, improving product quality, and reducing safety risks and labor costs.
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We own all the major equipment for our processing operation. The following table sets
out a summary of the key production equipment for precision casting mullite products and
refractory mullite products owned by us as of May 31, 2025:

Average
remaining
Estimated useful
Production equipment Purpose Capacity Quantity useful life life V@
(tpa) (Month) (Month)
Rotary Kiln . . . .. .. High-temperature 200,000 1 240 235
i calcination of 50,000 1 240 151
kaolin 30,000 2 240 67
Shaft Kiln . . ... ... High-temperature 15,000 2 240 175
calcination of
kaolin
Crusher . ......... Crushing kaolin 300,000 4 120 115
ore into fine 200,000 1 120 35
sand
Iron Remover. .. ... Separating iron 300,000 22 120 115
materials from 200,000 4 120 92
semi-finished
products
Screening Screening semi- 300,000 10 120 115
Machine ....... finished 200,000 25 120 15
products into
different
specifications
based on

particle size
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Average
remaining
Estimated useful
Production equipment Purpose Capacity Quantity useful life lifeV®
(tpa) (Month) (Month)
Belt Conveyor . . ... Material 300,000 60 120 115
transportation 200,000 12 120 17
Ball Mill . ........ Further 300,000 2 120 115
processing 180,000 2 120 74
semi-finished
products into
finer precision
casting powder
Powder Separator. . . Separating fine 200,000 3 120 115
powder from 180,000 2 120 74
the material
Packaging Packaging bulk 300,000 6 120 115
Machine . . ... ... products into 100,000 2 120 92
25kg bags
Palletizer . ........ Systematized 300,000 3 120 115
placing of 25kg 200,000 2 120 32

bagged
products on

pallets
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Average
remaining
Estimated useful
Production equipment Purpose Capacity Quantity useful life life @
(tpa) (Month) (Month)
Raw material Raw material 1,000 1 120 110
mixing system mixing
equipment ......
ii.vu—‘;?lﬁl”
e, WA
NP AR
Vacuum loading Automatic 1,000 1 120 110
system equipment. loading
— s ~—p
] |
Resistance furnace =~ Raw material 1,000 1 120 102
system equipment.  melting
Fibre formation Dispersing the 1,000 1 120 110
system equipment.  molten slurry
== and blowing
into fibre
Cotton collection Collecting fiber 1,000 1 120 110
system equipment.
Chopping machine . . Chopping fiber to 1,000 1 120 110
form a fiber
flake
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Average
remaining
Estimated useful
Production equipment Purpose Capacity Quantity  useful life lifeV®
(tpa) (Month) (Month)
Automatic Compressing fiber 1,000 1 120 110
quantitative loose cotton
packaging into clumps and
machine .. ...... packaging

Note:

(1) According to the accounting policies adopted by us, depreciation of our machinery is calculated using
the straight-line method from five to 10 years, and allocate its costs to its residual values over the
estimated useful lives of the machinery. The actual useful lives of the machinery may be different from
the estimates. See Note II of the Accountants’ Report in Appendix I to this prospectus for details of the
depreciation method adopted for our machinery and its useful lives.

(2)  In January 2024, we put into operation a range of new equipment, including one rotary kiln with an
annual production capacity of 200,000 tonnes, three crushers, 12 iron removers, five screening machine,
45 conveyors, two ball mills, four powder separators, six packaging machine and three palletizers. See
“— Suppliers and Contractors — Construction Contractors”.

Production Management System

We have adopted the ERP system which is applicable to (i) our production and
transportation process and (ii) our contract management.

To prepare for the manufacturing of our products, the production personnel will provide
a list of raw materials including their quantities and type required for the products, which will
be saved in the ERP system. The statistics relating to the production will be collected, saved
and managed in an organized manner in the ERP system.

The ERP system allows us to effectively monitor each product’s transportation and
conveying process. It will record the license plate number of the trucks, the type of products
unloaded and the name of the driver in the ERP system. The ERP system also assists us with
monitoring the progress of our sales agreement and purchase orders, which allows us to ensure
the allocation of resources for the purchase order as well as to track the time for settlement of
payment by our customers. Our production staff will input the information of the type of

products ordered and expected quantities.
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Production Facilities

As of the Latest Practicable Date, we operated three production facilities in Duji District,
Huaibei, Anhui Province in the PRC, namely Mining Plant, Chamotte Plant and Mullite
Precision Casting Sand and Powder Plant. The Mining Plant and Chamotte Plant are located in
Shuoli Town, 16 km northeast of Huaibei City, within the jurisdiction of Shuoli Township, Duji
District, Huaibei City. The Mullite Precision Casting Sand and Powder Plant is located 11 km
south of the Chamotte Plant. The Mining Plant is used for mining kaolin ore from underground
deposits and transport them to the ground for subsequent processing. The Chamotte Plant,
spanning an aggregate site area of 134,890 sq.m, is mainly used for producing refractory
mullite products, semi-finished products intended for precision casting mullite products,
finished precision casting mullite products and ceramic fiber. The Mullite Precision Casting
Sand and Powder Plant, occupying an aggregate site area of 38,548 sq.m, is mainly used for
processing semi-finished materials from Chamotte Plant, which will undergo crushing, iron
removal, screening and grinding processes to eventually become precision casting mullite sand
and powder products. To increase our production capacity for precision casting mullite
products, we constructed a new production line for precision casting mullite products with an
annual production capacity of 200,000 tonnes in Chamotte Plant. We commenced commercial
production in January 2025. See “— Suppliers and Contractors — Construction Contractors.”
From 2025, our Chamotte Plant is also used for producing precision casting mullite products.

Machinery, Equipment and Maintenance

We continually repair and upgrade our machinery and equipment to improve our
operational efficiency. We have a comprehensive equipment maintenance system in place, with
daily inspections for large machinery and regular checks and maintenance for other production
equipment. Comprehensive inspections or overhauls are conducted periodically based on
equipment lifecycles. We have on average around four to eight weeks of overhaul and
maintenance each year at our production plants. For our processing plants’ machinery and
equipment that we own, we also conduct maintenance and overhaul on a regular basis. We have
developed and implemented internal procedures at our plants periodically according to the
characteristics and requirements of the particular equipment and machinery in order to ensure
their proper functioning. For example, the rotary kiln generally undergoes maintenance every
three to six months, with each maintenance lasting 15-30 days, while the shaft kiln is
maintained once a year, with each maintenance lasting 45-60 days. We also conduct
unscheduled maintenance on the rotary kiln and shaft kiln due to equipment failures, each
lasting 3-10 days. During the Track Record Period, we did not experience any material or
prolonged suspension of operations due to machinery, equipment or other facility failures.
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Utilization Rate

The table below sets forth the utilization rates of our key products during the Track
Record Period.

Five months

Year ended December 31, ended May 31,
2022 2023 2024 2024 2025
Precision casting mullite products
Designed production capacity” (kt) .. ... ... 110.0 1100 110.0 458  129.2¢
Actual production volume (kt) . . ... ....... 117.9 114.5 105.6“  46.8 84.8
Utilization rate® (%). ... .............. 107.2% 104.1%  96.0 10229 65.6©
Refractory mullite products
Designed production capacity” (kt) ... ... .. 30.0 30.0 30.0 12.5 12.5
Actual production volume (kt) .. .......... 52 19.8 25.7 10.6 10.6
Utilization rate™ (%). . ... ............. 17.3 65.9 85.7 84.9 84.8
Overall
Designed production capacity” (kt) ... ... .. 140.0 140.0 140.0 58.3 141.7
Actual production volume (kt) .. ... ....... 123.1 134.3 131.3 574 95.4
Utilization rate® (%) . ................ 87.9 95.9 93.8 98.5 67.3
Notes:

(1)  The designed production capacity represents the maximum annual production output at the bottleneck
of the production process assuming: (i) sufficient labor is available at all times; (ii) approximately 300
working days per year for production; (iii) three eight-hour shifts per working day; and (iv) no major
equipment breakdown.

(2)  The utilization rate is calculated based on the actual production volume for the relevant year/period
divided by the designed production capacity.

(3)  The utilization rate of precision casting mullite products in 2022 and 2023 and the five months ended
May 31, 2024 exceeded 100% because we extended production time beyond the initially planned
schedule of 300 days for a fiscal year or 125 days for the five months ended May 31, 2024. This
adjustment was necessary to accommodate increased demand and fulfil customer orders promptly,
ensuring we meet our clients’ needs effectively. To increase our production capacity for precision
casting mullite products, we engaged a construction contractor to design and construct a production line
for precision casting mullite products with an annual production capacity of 200,000 tonnes. The main
construction was completed in December 2023. Since November 2024, the production lines started trial
production. We commenced commercial production in January 2025. See “— Suppliers and Contractors
— Construction Contractors.”

(4)  The actual production volume of precision casting mullite products in 2024 did not include the trial
production volume from the new production line mentioned above, which amounted to 25.6 kt.

(5)  The designed production capacity of precision casting mullite products in the five months ended May
31, 2025 is derived by aggregating the existing annual capacity of 110.0 kt and the new production line’s
annual capacity of 200.0 kt, dividing the total by 12 months and multiplying by 5 months.

(6) In the five months ended May 31, 2025, by deducting the production capacity of the two 30 kt rotary
kilns that were shut down for scheduled maintenance and repair work, the adjusted designed production
capacity for precision casting mullite products was 104.2 kt. The actual output totaled 84.8 kt, reflecting
an adjusted utilization rate of 81.4%.
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The utilization rate of the production line for refractory mullite products increased from
17.3% in 2022 to 65.9% in 2023, and increased from 65.9% in 2023 to 85.7% in 2024,
primarily due to a significant rise in production volume, allowing us to meet growing market
demand and satisfy our expanded customer base.

The utilization rate of the production line for precision casting mullite products decreased
from 102.2% in the five months ended May 31, 2024 to 65.6% in the five months ended May
31, 2025, primarily due to the ramp-up of the new production line and the scheduled
maintenance and repair work on the existing production lines. The new production line
commenced commercial production in January 2025. During the first few months, the actual
production capacity of the new production line was lower than the designed capacity as the
facility required time for testing and adjustment to reach stable and efficient operations.
Meanwhile, the existing production lines underwent planned maintenance and repair work
during the same period for the purpose of extending their life of operation. Our existing
production lines for precision casting mullite products included two rotary kilns, each with an
annual production capacity of 30 kt (“30 kt rotary kilns”), and one rotary kiln with an annual
production capacity of 50 kt (“50 kt rotary kiln”). See “Production — Production Processes —
Beneficiation and Processing.” The two 30 kt rotary kilns were scheduled for undergoing major
maintenance and repair work at the end of 2024 as the new production line started trial
production, which is expected to be completed and resume production by the end of 2025. As
the two 30kt rotary kilns had been in operations for approximately 15 years prior to shutting
down for maintenance and repair work since January 2025, such prolonged use led to
deformation of the rotary kilns. Thus, complex repairing procedures including, among others,
segmental replacement of the kiln shells, complete removal of the kiln linings, alignment of the
kiln body, relining of the interior and high-altitude reinforcement of the chimney, are expected
to take one year to complete. The 50 kt rotary kiln has undergone regular scheduled
maintenance. Despite the lower utilization rate in the five months ended May 31, 2025, the
actual production volume of precision casting mullite products increased significantly from
46.8 kt in the five months ended May 31, 2024 to 84.8 kt in the same period of 2025. This
increase reflects strong and growing market demand for precision casting mullite products.

The table below sets forth the utilization rates of each of our production facilities during
the Track Record Period.

Five months

Year ended December 31, ended May 31,
2022 2023 2024 2024 2025
Mullite Precision Casting Sand and
Powder Plant
Designed production capacity” (kt) . . .. 94.0 94.0 94.0 39.2 39.2
Actual production volume (kt)......... 101.3 100.4 91.3 38.9 14.4
Utilization rate® (%) . .............. 107.82 106.8% 97.1 99.2 36.7%
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Five months

Year ended December 31, ended May 31,
2022 2023 2024 2024 2025
Chamotte Plant
Designed production capacity” (kt) . . .. 46.0 46.0 46.0 19.2  102.5°
Actual production volume (kt)......... 21.8 33.9 40.0Y  18.5 81.0
Utilization rate® (%) ............... 47.3 73.6 87.1 96.4 79.0

Notes:

(I)  The designed production capacity represents the maximum annual production output at the bottleneck
of the production process assuming: (i) sufficient labor is available at all times; (ii) approximately 300
working days per year for production; (iii) three eight-hour shifts per working day; and (iv) no major
equipment breakdown.

(2)  The utilization rate is calculated based on the actual production volume for the relevant year/period
divided by the designed production capacity.

(3)  The utilization rate of the Mullite Precision Casting Sand and Powder Plant in 2022 and 2023 exceeded
100% because we extended production time beyond the initially planned schedule of 300 days. This
adjustment was necessary to accommodate increased demand and fulfil customer orders promptly,
ensuring we meet our clients’ needs effectively. To increase our production capacity for precision
casting mullite products, we engaged a construction contractor to design and construct a production line
for precision casting mullite products with an annual production capacity of 200,000 tonnes. The main
construction was completed in December 2023. Since November 2024, the production lines started trial
production. We commenced commercial production in January 2025. See “— Suppliers and Contractors
— Construction Contractors.”

(4)  The actual production volume of the Chamotte Plant in 2024 did not include the trial production volume
from the new production line mentioned above, which amounted to 25.6 kt.

(5) In the five months ended May 31, 2025, by deducting the production capacity of the two 30 kt rotary
kilns that were shut down for scheduled maintenance and repair work, the adjusted designed production
capacity for the Mullite Precision Casting Sand and Powder Plant was 14.2 kt. The actual output totaled
14.4 kt, reflecting an adjusted utilization rate of 101.4%.

(6)  The designed production capacity of the Chamotte Plant in the five months ended May 31, 2025 is
derived by aggregating the existing annual production capacity of 46.0 kt and the new production line’s
annual capacity of 200.0 kt of precision casting mullite products, dividing the total by 12 months and
multiplying by 5 months.

(7)  The ceramic fiber is not included in the calculation of the Chamotte Plant’s designed capacity, actual
production volume and utilization rate as it accounted for an insignificant portion of our total revenue
during the Track Record Period and is not considered a key product for the purpose of ensuring
consistency and comparability in the presentation of utilization rates, as shown in the preceding table.

The utilization rate of our Mullite Precision Casting Sand and Powder Plant decreased
from 99.2% in the five months ended May 31, 2024 to 36.7% in the five months ended May
31, 2025, primarily due to the commissioning of the new production line that commenced
commercial production of new production line in Chamotte Plant in January 2025, which
allowed for scheduled maintenance and repair work on the existing production lines which

affected the production temporarily.
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The designed production capacity and actual production volume of our Chamotte Plant
increased significantly from the five months ended May 31, 2024 to the same period in 2025,
primarily because the new production line with an annual production capacity of 200,000
tonnes of precision casting mullite products at the Chamotte Plant commenced commercial
production in January 2025.

The utilization rate of our Chamotte Plant decreased from 96.4% in the five months ended
May 31, 2024 to 79.0% in the five months ended May 31, 2025, primarily due to the ramp-up
of the above-mentioned new production line. The new production line commenced commercial
production in January 2025. During the first few months, the actual production capacity of the
new production line was lower than the designed capacity as the facility required time for
testing and adjustment to reach stable and efficient operations. Despite the lower utilization
rate in the five months ended May 31, 2025, the actual production volume of our Chamotte
Plant increased significantly from 18.5 kt in the five months ended May 31, 2024 to 81.0 kt
in the same period of 2025. This increase reflects strong and growing market demand for
precision casting mullite products.

Expansion Plans

The following table sets forth a summary of our major expansion plans.

Amount of
Expected Capital
Primary Current Increase in Expenditure Expected
Products Production Production Key Current Incurred as of Source of
Plant Name Produced Capacity  Capacity Timeline Status May 31, 2025 Funding
(tpa) (tpa) (RMB)
Chamotte Refractory 30,000 40,000 2026 Under 4,945,111 Net proceeds
Plant . . .. mullite construction from the
products Global

Offering

Refractory Mullite Products

In order to capture the extensive market opportunities and increase our market share in
the refractory mullite products market, we plan to expand our production capacity and optimize
the production process of our refractory mullite products. Currently, we operate a production
line for refractory mullite products with an annual designed capacity of 30,000 tonnes. We
intend to build a new production line with an annual production capacity of 40,000 tonnes. This
expansion will include the construction of a new shaft kiln calcination workshop, a processing
workshop for refractory mullite granules, a kaolin fine powder processing workshop, a finished
product warehouse and supporting facilities. According to Frost & Sullivan, the market size of
refractory mullite products in China is expected to grow from RMBS5,525.8 million in 2024 to
RMB6,430.9 million in 2029 with a CAGR of 3.1%. The capacity upgrade and expansion will
enable us to increase the sales volume of our refractory mullite products, allowing us to capture
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a larger market share and further strengthen and enhance our market position. As of the Latest
Practicable Date, this production expansion was under construction and expected to start
production in 2026. See “— Our Strategies — Expanding Production Scale and Optimizing
Production Processes of Our Products” and “Future Plans and Use of Proceeds.”

SALES AND MARKETING

We market and sell mullite products primarily in China. We have a dedicated sales and
marketing team that is responsible for marketing and selling our products. As of May 31, 2025,
we had a sales and marketing team of 10 personnel. Our sales and marketing personnel are
primarily responsible for maintaining communication with existing customers to understand
their needs and feedback on our products, in order to estimate the sales volume of relevant
products and arrange procurement and production plans accordingly. Our sales and marketing
personnel also seek to expand our customer base through showcasing the strengths of our
products and services to potential customers. Leveraging our extensive industry experience, we
have established a stable customer base in China. As of May 31, 2025, we had 40 customers
who have maintained business relationship with us for more than five years. We are principally
engaged in sales to end-user customers, which are mainly precision casting manufacturers and
refractory material manufacturers. We also sell products through traders, who in turn resell our
products.

In respect of our marketing and branding efforts, we are employing a multifaceted
approach to enhance brand exposure and recognition through media, internet, exhibitions and
industry associations. We believe such an approach to be effective in increasing our exposure
among industry players and potential customers, and thus building up a stable clientele.

For the years ended December 31, 2022, 2023, 2024 and the five months ended May 31,
2024 and 2025, our selling and distribution expenses were RMB4.0 million, RMB3.8 million,
RMB4.6 million, RMB2.0 million and RMBI1.5 million, respectively, accounting for
approximately 2.1%, 1.9%, 1.7%, 2.3% and 1.4% of our total revenue, respectively.

Pricing Strategies

The selling prices are generally determined by raw material costs and production costs,
customer relationships, product specification, expected profit margin, length of contract and
other contract terms. The prices of our products are also affected by the economic environment
and the demand for our products as well as market competition in the industry. We conduct
internal reviews of the selling prices and adjust the prices from time to time in response to
circumstances including increases in raw materials or other costs. We set reasonable prices
based on market positioning and target customers, while also considering costs and market
prices.
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CUSTOMERS

We have established a diverse customer base comprising both end-users and traders.
During the Track Record Period, we mainly sold our products to end-users, with revenue from
these sales accounting for 87.3%, 87.3%, 76.1%, 84.4% and 76.1% for 2022, 2023, 2024 and
the five months ended May 31, 2024 and 2025, respectively. Our end-user customers primarily
include precision casting manufacturers and refractory materials manufacturers. We also work
with traders to effectively meet the diverse application needs and market demands of various
downstream industries with a broad and fragmented downstream customer base. Our
commitment to quality and innovation has enabled us to maintain stable relationships with
customers.

Sales Network

During the Track Record Period, we were engaged in sales to our customers including
end-users and traders, among which there are a small number of overseas customers.

Our domestic customer base spans nationwide, covering 27 provinces, municipalities and
autonomous regions across China. The following table sets forth a breakdown of the number

of our customers in China by geographical region for the periods indicated:

Five months

ended
Year Ended December 31, May 31,
2022 2023 2024 2025
East China® ... ........... 303 306 292 181
North China® .. ........... 42 41 44 32
South China® . ............ 24 36 41 21
Central China®. ... ........ 26 27 28 22
Southwest China® . ........ 17 13 9 6
Northwest China® ... ... ... 6 9 13 7
Northeast China” .. ... ... .. 9 12 9 4
Total® . ... ... ... .. ... ... 427 444 436 273®
Notes:

(1)  Comprises Anhui Province, Fujian Province, Jiangsu Province, Jiangxi Province, Shandong Province,
Shanghai Municipality and Zhejiang Province.

(2)  Comprises Beijing Municipality, Hebei Province, Inner Mongolia Autonomous Region, Shanxi Province
and Tianjin Municipality.

(3)  Comprises Guangdong Province and Guangxi Zhuang Autonomous Region.

(4)  Comprises Henan Province, Hubei Province and Hunan Province.
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(5)  Comprises Chongqing Municipality, Guizhou Province and Sichuan Province.

(6)  Comprises Gansu Province, Qinghai Province, Shaanxi Province and Ningxia Hui Autonomous Region.

(7)  Comprises Heilongjiang Province, Jilin Province and Liaoning Province.

(8)  The total number does not include overseas customers and private-owned enterprises customers.

(9)  The difference in the number of domestic customers for the five months ended May 31, 2025 was
primarily due to fewer customers for the five months ended May 31, 2025 compared to each of the three
years ended December 31, 2024. Certain of our customers place orders on an as-needed basis, and hence

do not place orders every month. As such, the number of customer for the five months ended May 31,
2025 does not fully reflect the total number of customers we expect to serve over the entire year.

The following table sets forth a breakdown of our revenue from the sales of our products
by customer type for the periods indicated:

Year ended December 31, Five months ended May 31,
02 03 04 04 2025
Average ~ Gross Average ~ Gross Average  Gross Average  Gross Average  Gross
selling ~ profit selling ~ profit selling ~ profit selling ~ profit selling ~ profit
Revenue % price margin Revenue %  price margin Revenue %  price margin Revenue %  pricc margin Revenue %  price  margin
(RMB (RMB (RMB (RMB (RMB
(RMB in per (RMB in per (RMB in per (RMB in per (RMB in per
thousands) fonne) (%) thousands) tonne) (%) thousands) fonne) (%) thousands) tonne) (%) thousands) tonne) (%)
(unaudited)

Endusers . . 166264 813 1345 305 IBeIT §73  LM3 %6 324 el 129 W48 844 1265 B3 900 el %8 33
Turs . .. MO0 1T 140 7 600 0T 119 1 6M B o 49 BAL 6 19 N BMT I T %A

T, . 036 100 48T 10 W0 B9 1000 U89 1008

Our revenue attributable to traders increased from RMB26.1 million in 2023 to RMB63.8
million in 2024, primarily due to (i) an increase in the number of our traders, rising from 23
traders in 2023 to 32 traders in 2024; and (ii) an increase in our revenue from our major trader
customer, Lianyungang Xinyi Road International Trade Co., Ltd. =W F — BB E 5 A R
/A, which rose from RMBI12.2 million in 2023 to RMB24.7 million in 2024, mainly
attributable to the increase in the sales volume of precision casting mullite products and
refractory mullite products driven by its increasing end customer demand.

Our gross profit margin attributable to traders increased from 29.2% in 2023 to 41.9% in
2024, primarily due to the change in product mix, with a higher proportion of higher-margin
products such as raw coke and raw powder, which was mainly because following the
commencement of sales of raw coke and raw powder in 2023, we continued to expand into the
market in 2024 by engaging more traders and identifying several traders who had downstream
needs.
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End-users

During the Track Record Period, our end-user customers mainly included precision
casting manufacturers and refractory materials manufacturers, who placed individual purchase
orders in accordance with the terms stipulated in our relevant sales and purchase agreements.
For 2022, 2023, 2024 and the five months ended May 31, 2025, we had 409, 422, 407 and 257
end-user customers, respectively. During the Track Record Period, we engaged with a total of
672 end-user customers. Our Directors confirm that there had not been any material breaches
of these agreements during the Track Record Period. The salient terms of the sales and
purchase agreements between us and our end-user customers are set out below:

. Order details: Specification, quantity and total purchase amount are to be specified
in the purchase orders. We do not set minimum purchase requirements for our
customers.

. Payment and credit term: We typically require payment before delivery. For a few
customers, we also generally grant credit terms of 30 to 60 days, with a maximum
of 90 days.

. Delivery: Either picked up by the customer, the costs of which are borne by the
customer, or transported to the location designated by the customer, the costs of
which are borne by us or the customer.

. Warranty: Products must meet industry standards. Our customer may inspect the
products, including quantity and quality, within one to 15 days upon receipt of the
products. Failure to raise objections within this period is considered acceptance of
the products as meeting the contract terms. Defective products may be returned or
exchanged. We did not experience any material returns or refunds during the Track
Record Period.

. Termination: If our end-user customer fails to make payment within a specified
period upon signing the contract, we may terminate the contract.

In addition, we also entered into framework sales agreement with some of our end-user
customers that have a long-term and stable relationship with us. The salient terms of the
framework sales agreement between us and our end-user customers are set out below:

. Duration and renewal: The term of our framework sales agreement with our end-user
customer is generally one year and will be automatically renewed for one year if
both parties have no objections one month before the agreement expires.

. Scope: All orders placed under the framework agreement are governed by its terms.
During the term of the framework agreement, our end-user customer places orders
with us to purchase products, and after our confirmation, we deliver the products to
our end-user customer. The type, specification, quantity and price of the products for
each transaction are determined according to the effective order. We do not set
minimum purchase requirements for our customers.
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. Payment and credit term: We typically require payment before delivery. For a few

customers, we also grant credit terms of 30 to 60 days.

. Delivery: Either picked up by customer, costs of which are borne by customer, or
transported to the location designated by customer, costs of which are borne by us
or customer.

. Warranty: Products must meet industry standards and the specification stated in the
purchase order. Our end-user customer may inspect the products, including quantity
and quality, within one to three business days upon receipt of the products. Failure
to raise objections within this period is considered acceptance of the products as
meeting the contract terms.

. Termination: If our end-user customer fails to make payment within a specified
period upon signing the contract, we may terminate the contract. If we fail to deliver
within a specified period upon the placement of an effective order, our end-user
customer may terminate the contract.

Traders

During the Track Record Period, to effectively meet the diverse application needs and
market demands of various downstream industries with a broad and fragmented downstream
customer base, we developed a number of traders as our customers, which resell our products
according to market demand. According to Frost & Sullivan, it is an industry norm for
companies in the kaolin industry to sell products through traders. We maintain a buyer-seller
relationship with those traders. Engaging traders as customers forms an integral part of our
business strategy to enhance operational efficiency and market responsiveness. By leveraging
traders’ established local networks and customer bases, we are able to access smaller
downstream customers that would otherwise be difficult to reach directly. This approach
enables us to aggregate demand efficiently, streamline our sales processes, and respond swiftly
to changes in market demand without incurring significant overhead costs. Furthermore,
cooperating with traders helps us mitigate credit risk by utilizing their existing commercial
relationships and payment before delivery arrangements with end customers, some of whom
require payment terms that we are unable to offer directly. Traders also provide valuable
market intelligence, allowing us to adapt our product offerings and strategies in line with
evolving customer needs and industry trends. For 2022, 2023, 2024 and the five months ended
May 31, 2025, we had 22, 23, 32 and 18 traders, respectively. During the Track Record Period,
we engaged with a total of 44 traders and all of them were corporate entities and private-owned
enterprises. To our best knowledge, their registered capital ranges from approximately RMBO.1
million to RMB30 million. As of May 31, 2025, the duration of our business relationship with
traders generally ranged from three months to five years. Most of our traders maintained
long-term relationship with us during the Track Record Period. To our best knowledge, a few

of them discontinued their cooperation with us due to normal commercial considerations.
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We typically enter into sales and purchase agreements with our trader customers. The
salient terms of our standard sales and purchase agreements between us and our traders are set
out below:

. Order details: Specification, quantity and total purchase amount are to be specified
in the purchase orders. We do not set minimum purchase requirements for our

customers.

. Payment and credit term: We typically require payment before delivery. For a few
customers, we also generally grant credit terms of 30 to 60 days, with a maximum
of 90 days.

. Delivery: Either picked up by the customer, the costs of which are borne by the
customer, or transported to the location designated by the customer, the costs of
which are borne by us or the customer.

. Warranty: Products must meet industry standards. Our customer may inspect the
products, including quantity and quality, within one to 15 days upon receipt of the
products. Failure to raise objections within this period is considered acceptance of
the products as meeting the contract terms. Defective products may be returned or
exchanged. We did not experience any material returns or refunds during the Track
Record Period.

. Termination: If our trader customer fails to make payment within a specified period

upon signing the contract, we may terminate the contract.

During the Track Record Period and up to the Latest Practicable Date, we did not have
any exclusivity arrangement with our traders. For our transactions with traders, in line with the
industry practice, none of these customers is entitled to return our products (including unsold
or obsolete goods), unless our products are defective. During the Track Record Period, we did
not experience any return of products from any of our traders. We retain no ownership control
over our products sold to our trader customers. Our traders are responsible for managing their
own inventories and anticipating demands from their customers. Our traders place orders with
us on a transaction basis and the revenue from the sales of our goods is recognized when the
control of the goods have been transferred to them. We do not set out the minimum purchase
amount for traders. For a few major traders, we offer tiered pricing arrangements according to
their procurement volume. We have no restrictions or requirements on our traders regarding
their resale activities, including but not limited to geographical coverage and resale price. We
did not accept any return or exchange of our products sold to trader customers, unless our
products are defective. Our trader customers did not provide us with, and they are not required
to provide us with, any information regarding their inventory levels. According to Frost &
Sullivan, traders would place purchase orders when they believe that they have sufficient
demand from their own end-users. To mitigate the risk of cannibalization and channel stuffing,
our agreements with our largest trader include a customer filing arrangement. Both parties are
required to file existing customer information and promptly update new customer details. This
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arrangement ensures transparency and prevents either party from selling to the other’s
customers. Any breaches are subject to predefined penalties. Our Directors confirm that there
had not been any material breaches of these agreements during the Track Record Period. Given
our largest trader customer accounts for a significant proportion of our sales to traders, our
directors consider it necessary to monitor its downstream customer arrangements to ensure
orderly distribution and avoid internal cannibalization. Our revenue from the largest trader for
the years ended December 31, 2022, 2023, 2024 and for the five months ended May 31, 2025
accounted for 30.0%, 46.6%, 38.7% and 43.8%, respectively, of our total revenue generated
from traders during the same periods. For other smaller-scale traders, we do not require
customer filing or impose similar restrictions on their downstream customer arrangements as
our directors believe that the risk of cannibalization or material channel conflict arising from
these smaller traders is minimal and does not warrant the same level of oversight as applied
to our largest trader customer. Our directors are of the view that our current risk management
measures are adequate and proportionate to the actual risk exposure, and have been effective
in maintaining orderly sales channels during the Track Record Period. This differentiated
approach also allows us to allocate our resources efficiently while maintaining flexibility in our
sales channels. To our best knowledge, none of our traders has any arrangements for further
resale to other traders.

During the Track Record Period and up to the Latest Practicable Date, except for Trader
A, all of our traders were Independent Third Parties. Trader A is a subsidiary of Huaibei Mining
Group and it purchased raw coke and raw powder from us during the Track Record Period.
Trader A’s main business includes road and rail transportation, supply chain management
services, sales of non-metallic minerals and products, and sales of construction materials.
Trader A operates one of the largest logistics industrial parks in Huaibei City, providing
comprehensive storage, transportation, loading and unloading services for bulk materials
customers and logistics companies. With significant advantages in logistics, warehousing and
customer resources, Trader A is interested in the trade of raw coke and raw powder. Trader A
had the sale orders from downstream customers and thus purchased the 4,000 tonnes of raw
coke and raw powder from us. To our best knowledge, Trader A has sold those raw coke and
raw powder to its end-users. The transaction was conducted on normal commercial terms and
at prevailing market prices. Trader A contributed nil, nil, 0.7%, nil and nil of our total revenue
in 2022, 2023, 2024 and the five months ended May 31, 2024 and 2025, respectively.

To our best knowledge, during the Track Record Period and up to the Latest Practicable
Date, save as disclosed above, none of our shareholders, directors, senior management or any
of their respective associates had any past or present relationship (business, family,
employment, financing or otherwise) with our traders and their shareholders, directors, senior
management and any of their respective associates.
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Our Top Five Customers

Revenue from our five largest customers for the years ended December 31, 2022, 2023,
2024 and for the five months ended May 31, 2025 accounted for 18.6%, 23.7%, 23.8% and
24.5%, respectively, of our total revenue during the same periods. Revenue generated from our
largest customer for the years ended December 31, 2022, 2023, 2024 and for the five months
ended May 31, 2025 accounted for 5.0%, 7.1%, 9.3% and 10.5% of our total revenue during

the same periods.

The table below sets out the details of our top five largest customers for each year/period
of the Track Record Period:

Year ended December 31, 2022

Commencement Percentage
of business Products/ Credit Settlement ~ Transaction  of total ~ Customer
Ranking Customer Main activities  relationship  services offered period method amount revenue type
(RMB in

thousands) (%)

1. ... Customer A Automotive parts, 2012 Precision casting  Prepayment ~ Bank acceptance 9,570 5.0 End-user
precision mullite or 30 days  bill, bank
castings, parts products”’ transfer
casting
2. ... Lianyungang ~ Mineral products, 2018 Precision casting  Prepayment  Bank acceptance 1231 3.8 Trader
Xinyi Road building mullite bill, bank
International materials, etc. products‘z) transfer
Trade Co., Ltd.
(BRI
AREAAR
1)
3. ... Ginho Precision ~ Metal parts 012 Precision casting 30 days Bank acceptance 6,483 34 End-user
Manufacturing mullite bill, bank
Co., Ltd. (7K products“) transfer
TR RER
R
4. ... Anhui Yingliu  Communication 2012 Precision casting 30 days Bank acceptance 6,232 3.3 End-user
Electromechanical equipment, mullite bill, bank
Co., Lid. (% construction products'” transfer

ERBERR  machinery
AR equipment
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Commencement Percentage
of business Products/ Credit Settlement ~ Transaction  of total ~ Customer
Ranking Customer Main activities  relationship  services offered period method amount revenue type
(RMB in
thousands) (%)
5. ... Customer B Aeronautical 2020 Precision casting  Prepayment ~ Bank acceptance 5,933 3.1 Trader
manufacturing mullite bill, bank
technical products”” transfer
services,
research and
development
and sales of
precision
castings
Total . . 35499 18.6
Year ended December 31, 2023
Commencement Percentage
of business Products/ Credit Settlement ~ Transaction  of total ~ Customer
Ranking Customer Main activities  relationship  services offered period method amount revenue type
(RMB in
thousands) (%)
1. ... Shandong Production and 2023 Raw powder and 30 days Bank acceptance 14,526 7.1 End-user
Wangiao Group ~ sales of raw coke/ bill, bank
Co., Ltd. (U5 refractory precision transfer
AREEAR  materials casting mullite
YN products
2. ... Lianyungang ~ Mineral products, 2018 Precision casting  Prepayment  Bank acceptance 12,159 5.9 Trader
Xinyi Road building mullite bill, bank
International materials, etc. products/ transfer
Trade Co., Ltd. refractory
(EEEE-1 mullte
BREAAR products”
)
3. ... Customer A Automotive parts, 2012 Precision casting  Prepayment  Bank acceptance 8,941 44 End-user
precision mullite or 30 days  bill, bank
castings, parts products”’ transfer
casting
4. ... Customer C Production and ~ 2023"” Refractory mullite 7 days Bank acceptance 6,459 3.2 End-user
sales of products/precision bill, bank
refractory casting mullite transfer
materials products
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Commencement Percentage
of business Products/ Credit Settlement ~ Transaction  of total ~ Customer
Ranking Customer Main activities  relationship  services offered period method amount revenue type
(RMB in

thousands) (%)

5. ... Ginho Precision ~ Metal parts 2012 Precision casting 30 days Bank acceptance 6,425 3.1 End-user
Manufacturing mullite bill, bank
Co., Ltd. (&7 products” transfer
TR RER
BERAT)
Total . . 48,510 JAN|

Year ended December 31, 2024

Commencement Percentage
of business Products/ Credit Settlement ~ Transaction  of total ~ Customer
Ranking Customer Main activities  relationship  services offered period method amount revenue type
(RMB in

thousands) (%)

I. ... Lianyungang ~ Mineral products, 2018 Precision casting  Prepayment ~ Bank acceptance 14710 9.3 Trader
Xinyi Road building mullite bill, bank
International materials, etc. products/ transfer
Trade Co., Ltd. refractory
(EERE—H mullite
BREAAR products”
)
2. ... Guangdong Researchand 204"V Precision casting  Prepayment  Bank acceptance 12,349 4.6 End-user
Zhongbao development of mullite bill, bank
Recycle new material products/ transfer
Technology technology refractory
Co., Ltd. (EX mullite
TERERT products
HRAH)
3. ... Huaibei Xinzhan Mineral products, 2018 Raw powder and  Prepayment  Bank acceptance 9,573 3.6 Trader
Trading Co., building Taw bill, bank
Ltd. (ELHE  materials, etc. cokelprecision transfer
EHEARA casting mullite
) products®
4. ... Shandong Production and 2023 Raw powder and 30 days Bank acceptance 8,571 3.2 End-user
Wangiao Group ~ sales of raw bill
Co, Ltd. (W5 refractory coke/precision
AEEEAR  materials casting mullite
NG products
5. ... Customer A Automotive parts, 2012 Precision casting  Prepayment  Bank acceptance 8,360 3.1 End-user
precision mullite or 30 days  bill, bank
castings, parts products”’ transfer
casting
Total . . 63,563 AR
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Five months ended May 31, 2025

Commencement Percentage
of business Products/ Credit Settlement ~ Transaction  of total ~ Customer
Ranking Customer Main activities  relationship  services offered period method amount revenue type
(RMB in
thousands) (%)
1. ... Lianyungang ~ Mineral products, 2018 Precision casting  Prepayment  Bank acceptance 10,984 10.5 Trader
Xinyi Road building mullite bill, bank
International ~ materials, etc. products/ transfer
Trade Co., Ltd. refractory
(HERE—J mullite
BREAAR products”
1)
2. ... Customer D Production and 2023 Refractory mullite 30 days Bank acceptance 4858 4.6 End-user
sales of products bill, bank
refractory transfer
materials
3. ... Customer E Production and 2018 Precision casting 30 days Bank acceptance 3,907 3.7 End-user
sales of mullite bill, bank
refractory products/ transfer
materials refractory
mullite
products”
4. ... Guangdong Research and 2024 Precision casting  Prepayment  Bank acceptance 3,022 2.9 End-user
Zhongbao development of mullite bill, bank
Recycle new material products/ transfer
Technology technology refractory
Co, Lid. (B mullte
hERERH products
HRRA)
5. ... Customer F Production and 2018 Precision casting 30 days Bank acceptance 2,968 2.8 End-user
sales of mullite bill, bank
stainless steel products® transfer
castings
Total . . 25,739 U3
Notes:
(1)  Before 2021, we provided precision casting mullite products to Customer A.
(2)  Before 2021, we provided precision casting mullite products and refractory mullite products to Lianyungang
Xinyi Road International Trade Co., Ltd. (R — B EIFEE 5 A BRA A,
(3)  Before 2021, we provided precision casting mullite products to Ginho Precision Manufacturing Co., Ltd. (%
JKFIAG T A A BR A 7).
(4)  Before 2021, we provided precision casting mullite products to Anhui Yingliu Electromechanical Co., Ltd. (‘%
TRORE TR 2 B A PR D).
(5) Before 2021, we provided precision casting mullite products to Customer B.
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(6)  Before 2021, we provided refractory mullite products to Huaibei Xinzhan Trading Co., Ltd. (It #5/E &
AR ).

(7)  Before 2021, we provided precision casting mullite products and refractory mullite products to Customer E.
(8)  Before 2021, we provided precision casting mullite products to Customer F.

(9)  We became acquainted with Shandong Wangiao Group Co., Ltd. (LI EEEAGRAF]) at an industry
exhibition in 2022 and commenced formal business relations in 2023. It became our largest customer in 2023
because it is a large supplier of refractory materials for photovoltaic glass kilns in China, which has resulted
in a substantial and consistent demand for raw coke and raw powder. It also purchased a small amount of
precision casting mullite products from us.

(10) We became acquainted with Customer C at an industry exhibition in 2021. Following a visit to our company
in 2022 to evaluate our product quality and supply capabilities, it initiated small-scale trials of our products.
We officially commenced business relations in 2023 and it became our fourth largest customer that year. As
a global company and leading producer of monolithic refractory ceramics, it has a large and stable demand for
refractory mullite products. It also purchased a small amount of precision casting mullite products from us.

(11) We became acquainted with Guangdong Zhongbao Recycle Technology Co., Ltd. (& H & LR A RA
F]) at an industry exhibition in 2020 and commenced formal business relations in 2024. It became our second
largest customer in 2024 because it is a large manufacturer of precision casting shell mold in China, which has
resulted in a substantial and consistent demand for precision casting mullite products and refractory mullite
products.

During the Track Record Period and as of the Latest Practicable Date, all of our five
largest customers are Independent Third Parties. We developed business relationships with all
of our five largest customers through introductions facilitated by industry associations,
interactions at industry exhibitions, and proactive visits initiated by both parties in response to
market demand. As of the Latest Practicable Date, none of our Directors, their respective
associates or any of our shareholders (who owned more than 5% of our issued share capital)
had any interest in any of our five largest customers. During the Track Record Period and as
of the Latest Practicable Date, we did not have any material disputes with these customers.

SUPPLIERS AND CONTRACTORS

Suppliers of Raw Materials

The primary raw materials for the production of our products are kaolin, which is all
sourced from our own mining operations. We rely on suppliers for various auxiliary materials
used for our manufacturing operations, primarily packaging items, sodium bicarbonate,
alumina ceramic balls and wooden pallets. For these auxiliary materials, we typically conduct
annual bidding to select suppliers and enter into framework procurement arrangements with
suppliers to ensure a stable and sustainable supply of raw materials for our product production.
We place purchase orders on an as-needed basis which confirm the purchase details.

The salient terms of our framework procurement agreements with our suppliers of
auxiliary materials used for our manufacturing operations are set out as below:

. Duration: The agreements with our suppliers of auxiliary materials used for our

manufacturing operations are generally from six months to 12 months.

. Pricing: Unit price is fixed based on the contract.
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. Payment: Payments for the purchases shall be settled within a period of 30 days

from the date of the relevant invoices by way of bank transfer or bank drafts.

. Quality control: The supplier guarantees that the products meet national safety and
quality standards. Joint inspection upon delivery is required, and any discrepancies
or defects must be documented. The supplier shall address any issues of shortage,
defects or damage within three business days. We also have the right to claim
damages pursuant to the agreement. A 12-month warranty period is provided, during
which the supplier shall repair or replace defective items at no cost.

. Risk allocation: Risk transfers to us upon completion of delivery and acceptance.
The supplier bears all costs and risks associated with the transportation until the

goods are delivered and accepted by us.

. Renewal and termination: The contract may be automatically renewed unless one
party gives a three-month written notice of termination. We can terminate the
contract immediately if the supplier fails to meet quality or delivery standards,
engages in illegal activities, or breaches any key terms of the agreement.

As of the Latest Practicable Date, we had maintained long-term cooperative relationships
with the main suppliers for our products production for more than four years. We carefully
select our external material suppliers and require them to meet certain evaluation and
assessment criteria. We take into consideration various factors in our supplier selection
process, including price, quality, production capacity, payment terms, and timeliness of
delivery. We also closely monitor the quality of all raw materials provided by our suppliers to
ensure that they comply with our stringent requirements. We evaluate our suppliers
periodically based on a range of factors, including the quality of raw materials delivered and
punctuality of delivery. See “— Quality Control.” During the Track Record Period, we did not
experience any shortage of or any quality issues with our raw materials that materially affected
our operations.

Suppliers of Utilities and Energy

Our production process requires a stable and sufficient supply of utilities, primarily
natural gas, electricity, coal and water. We obtain electricity supply from regional power grids
and supplies of natural gas and coal from local public utility companies and the relevant fees
charged to us by our utilities and energy suppliers are generally in line with market rates. We
typically enter into annual agreements with the natural gas suppliers, five-year agreements with
electricity suppliers as well as monthly or annual agreements with coal suppliers. We hold a
water abstraction license and legally obtain water supply from underground water sources,
paying a monthly water resource usage fee to the local water resource management authority.
During the Track Record Period and up to the Latest Practicable Date, we did not experience
any material shortage of power or disruption in our utilities supply that caused a material
adverse impact on our production. We do not foresee any difficulties on our part in securing
the supply of such utilities to support our operations.
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Our natural gas supplier was one of our largest suppliers during the Track Record Period.
The salient terms of our agreements with our natural gas supplier are set out as below:

. Duration: The agreements with our natural gas supplier are generally 12 months.

. Pricing: The natural gas price is determined by government-approved rates.

. Payment: Payments are settled monthly. We must provide a prepayment equal to the
average monthly usage at the start of each month. Payments can be made via bank
transfer to the supplier’s designated account.

. Termination and renewal: The agreement will automatically renew upon expiration
unless a termination notice is given. The agreement may be terminated by mutual
consent or if either party issues a termination notice. If we fail to pay fees on time,

the supplier can suspend natural gas delivery after a three-day notice.

Our electricity supplier was also one of our largest suppliers during the Track Record
Period. The salient terms of our agreement with our electricity supplier are set out as below:

. Duration: The agreement with our electricity supplier is generally 60 months.

. Pricing: Electricity price is determined by government-approved rates and
adjustments will follow governmental directives.

. Payment: Payments are settled monthly via wire transfer by the 15th of each month.
. Termination: The agreement may be terminated by mutual consent or due to default,
bankruptcy, or end of agreement terms. A six-month non-use by us without a

suspension request allows the supplier to terminate the agreement.

Our coal suppliers were our largest suppliers during the Track Record Period. The salient
terms of our agreements with our coal suppliers are set out below:

. Duration: The agreements with our coal supplier are generally one year or 30 days.

. Pricing: The unit price is to be specified in the agreement and adjusted accordingly
based on the quality of the coal.

. Payment and credit term: Payment is settled by electronic acceptance bill or bank
transfer in the following month after the invoice is received.

. Risk allocation: Our coal supplier bears all costs and risks associated with
transportation until the goods are delivered and accepted by us.
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. Quality control: Our coal supplier guarantees that the coal it provides meets the
quality and specification requirements of the agreement in all aspects. If any defects
or quality problems occur, our coal supplier shall be responsible for replacing the
defective goods free of charge. We have the right to conduct random inspections on
the same day before acceptance, with the participation of both parties and we have
the right to reject any coal that fails the random inspection.

. Termination: We have the right to terminate the contract except if our coal supplier
goes bankrupt or loses its solvency, or when either party suffers from force majeure.
Neither party may unilaterally terminate the contract without the consent of both

parties.
Supplier of Processing Service

To supplement our production capacity of refractory mullite products, since October
2023, we have engaged Shandong Yonganda, an external processing service provider, to supply
processing service related to the production of refractory mullite products to us, which is in
line with industry practice. For 2023, 2024 and the five months ended May 31, 2025, Shandong
Yonganda supplied to us 2.7 kt, 32.5 kt and 3.9 kt of finished refractory mullite products,
respectively. We incurred outsourced processing costs of approximately RMB1.3 million,
RMB15.0 million and RMB2.1 million for such service for 2023, 2024 and the five months
ended May 31, 2025, respectively. Our criteria for selecting supplier of processing service
include factors such as production capacity, products quality and fee charges. We require the
supplier of processing service to possess valid necessary licenses, equipment and technical
capabilities and certifications in occupational health, quality, and environmental management
system to perform the contract. We adhere to our rigorous procedures to properly manage risks
associated with the supplier of processing service. To the best of our knowledge, Shandong
Yonganda is an Independent Third Party. We believe that the services that we outsourced to our
supplier of processing service are generally common in the market, and it would not be difficult
for us to find alternative suppliers of processing service to provide similar services on terms
similar with our existing contracting arrangement.

The salient terms of our agreement with Shandong Yonganda are as follows:

. Duration and renewal: The term of our agreement with our supplier of processing
service is one year, which is renewable upon mutual agreement.

. Scope of work and responsibilities: We provide kaolin ore that comply with quality
standards specified in the agreement and entrust the supplier of processing service
to process the ore into mullite products with specifications stipulated in the
agreement. Our supplier of processing service shall arrive at our plant within the
agreed time to load and transport the kaolin ore to their processing location and shall
bear the transportation costs. The risk of damage or loss of kaolin ore due to
improper management during transportation shall be borne by the supplier of
processing service.
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. Service fees and payment terms: The parties have stipulated the processing fee per
tonne for the products that need to be processed. Payments shall be settled within a
month from the date of the relevant invoice. After the contract is signed, the supplier
of processing service shall pay us a security deposit, which will be refunded without
interest within one month after the contract terminates.

. Liability for product defects: If the quality of the mullite products provided by the
supplier of processing service does not meet the requirement stipulated in the
agreement, the supplier of processing service shall purchase the kaolin ore at the
price sold in that month. If the semi-finished products contain quality issues, the
supplier of processing service shall be responsible for the free return or replacement
of the goods and shall bear the transportation costs.

. Breach: If one party breaches the contract, the breaching party shall pay damages to
the other party.

. Termination: Without mutual agreement, neither party shall unilaterally terminate
the contract.

To our best knowledge, during the Track Record Period and up to the Latest Practicable
Date, except as disclosed in “— Overlapping of Our Customers and Suppliers,” there was no
past or present relationship (business, family, employment, financing, or otherwise) between
Shandong Yonganda and our Company, or other customers or suppliers, including their
respective shareholders, directors, senior management and any of their respective associates.

Logistics Service Providers

Our mine and production plants are established in close proximity to major highways. We
mainly deliver finished products directly to our customers’ warehouses or their designated
locations by road transportation or shipping mostly operated by third-party logistics service
providers, the costs of which are borne by us or our customers. Our products can also be picked

up by the customers at their own cost.

During the Track Record Period, we engaged 16 logistics service providers to deliver our
products to our customers. For the years ended December 31, 2022, 2023, 2024 and the five
months ended May 31, 2024 and 2025, our transportation expenses were RMBS8.0 million,
RMB10.0 million, RMB10.6 million, RMB4.0 million and RMB4.3 million, respectively,
accounting for approximately 6.0%, 7.5%, 6.3%, 7.0% and 6.4% of our cost of sales,
respectively. During the Track Record Period, one of our logistics service providers, Huaibei
Mining Group Supply Chain Technology Co., Ltd., was our connected person and the total
transportation expenses we paid to Huaibei Mining Group Supply Chain Technology Co., Ltd.
were RMB4.7 million, nil, nil, nil and nil, respectively, accounting for approximately 3.5%, nil,
nil, nil and nil of our cost of sales, respectively. To the best of our knowledge, other than
Huaibei Mining Group Supply Chain Technology Co., Ltd., all of our logistics service
providers are Independent Third Parties. There have not been any major disruptions and/or
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disputes with our customers arising from transportation arrangement issues which resulted in
a material impact on our normal operations and productions during the Track Record Period
and up to the Latest Practicable Date.

The salient terms of the agreements with such service providers are as follows:

. Duration: The term of our agreement with logistics service providers is generally
between six months to one year.

. Scope of work and responsibilities: We are responsible for informing the service
providers in advance regarding the schedule and location for loading and unloading,
as well as the details of the goods such as type, quantity and specification, and make
payments as agreed. The service provider is required to arrange suitable means for
the storage and transportation of our goods, and ensure they are transported safely
and accurately to the destination in a timely manner.

. Risks and liabilities: If the goods are lost, deficient, contaminated, or damaged due
to the fault of the logistics service provider during transportation, loading or
unloading, which results in our losses, the logistics service provider shall
compensate us for the actual loss incurred.

. Service fee: The freight rate is based on the transportation itinerary.

. Payment schedule: We shall verify the transportation fee calculated by the logistics
service provider based on the transportation record each month and make monthly
payments after receiving the invoice issued by the service provider.

. Termination: Upon expiration, the contract terminates automatically. The contracts
may also be terminated with two months’ written notice, or if one party breaches the
contract and fails to rectify within a certain period after written notification except
for reasons stipulated in the contract or by law.

We have several key requirements for our logistics service providers to ensure full
compliance with all applicable rules and contractual terms, including: (i) all logistics service
providers must be legally registered independent legal entities within the PRC. They must
provide valid business licenses and road operation permits to demonstrate their qualifications
to meet our service needs; (ii) they are required to provide a credit information report; (iii) all
vehicles provided by the suppliers must be legitimate, in good condition and compliant with
the national emission standards; (iv) they must ensure that all vehicles and personnel are
covered by personal accident insurance, third-party liability insurance, compulsory vehicle
insurance and cargo transportation insurance; (v) they are responsible for ensuring that the
transported goods are securely managed from loading until delivery at a specified location; and
(vi) they are required to comply with all internal control measures, including occupational
health and safety and environmental protection. Non-compliance may result in penalties or
replacement by alternative suppliers.
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Our Top Five Suppliers

Purchases from our top five suppliers for the years ended December 31, 2022, 2023, 2024
and for the five months ended May 31, 2025 amounted to RMB72.6 million, RMB68.9 million,
RMB90.2 million and RMB43.9 million, representing 74.5%, 68.0%, 66.9% and 73.0% of our
total purchases for the same periods, respectively. Purchases from our largest supplier for the
years ended December 31, 2022, 2023, 2024 and for the five months ended May 31, 2025
amounted to RMB35.2 million, RMB31.2 million, RMB28.3 million and RMB13.2 million,
representing 36.1%, 30.8%, 21.0% and 22.0% of our total purchases for the same periods,
respectively.

The table below sets forth the details of our top five largest suppliers for each year/period
of the Track Record Period:

Year ended December 31, 2022

Commencement Percentage
of business Products/ Credit Settlement ~ Transaction  of total
Ranking Supplier Main activities relationship ~ services offered period method amount  purchase
(RMB in

thousands) (%)

1. .. . Huaibei China Sale of gas 2019 Gas"” Prepayment ~ Bank transfer 35,199 36.1
Resources Gas Co.,

Ltd. (ELERRER

)
2. ... Huaibei Mining Group ~ Mining, washing, 2012 Coal, logistics Prepayment  Bank acceptance 21,905 205
processing and sales services? or 30 days  bill, bank
of coal, production transfer
and sales of coal
chemical products,
transportation
services
3. ... State Grid Anhui Sale of electricity 2012 Electricity” Prepayment  Bank transfer 9,836 10.1
Electric Power Co.,
Ltd. Huaibei Power
Supply Company (K
RERHEERR
AHELEEAT)
4. ... Supplier A Sale of energy-saving 2021 Alumina ceramic 30 days Bank acceptance 3,248 33
new material balls bill
5. ... Lu'an Shengda Bamboo Sale of bamboo and 2019 Wooden pallets™ 90 days Bank acceptance 2461 25
and Wood Products ~ wood products bill
Co, Lid. (A%
HRBEARAT) -
Total . . 72,649 45
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Year ended December 31, 2023

Commencement Percentage
of business Products/ Credit Settlement ~ Transaction  of total
Ranking Supplier Main activities relationship  services offered period method amount  purchase
(RMB in

thousands) (%)

1. ... Huaibei China Sale of gas 2019 Gas" Prepayment ~ Bank transfer 31,175 308
Resources Gas Co.,
L. (ELERRRA
)

2. ... State Grid Anhui Sale of electricity 2012 Electricity” Prepayment ~ Bank transfer 21,353 2.1
Electric Power Co.,
Ltd. Huaibei Power

Supply Company (H
RERHENERL
AHELEEAT)
3. ... Huaibei Mining Group ~ Mining, washing, 2012 Coal®” Prepayment  Bank acceptance 9,330 9.2
processing and sales or 30 days  bill, bank
of coal, production transfer
and sales of coal
chemical products,
transportation
services
4. ... Anhui Wanmei Sale of coal 2023 Coal 30 days Bank transfer 4,099 40
Materials Trade Co.,
L. (R HH
ERRILT)
5. ... Xuzhou Hongfan New  Sale of plastic woven 2020 Plastic woven 90 days Bank transfer 2932 29
Material Co., Ltd.(f;  bags bags”
WERH AR
RAT) L
Total . . 08,389 08.0
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Year ended December 31, 2024

Commencement Percentage
of business Products/ Credit Settlement ~ Transaction  of total
Ranking Supplier Main activities relationship  services offered period method amount  purchase
(RMB in

thousands) (%)

I. ... State Grid Anhui Sale of electricity 2012 Blectricity” Prepayment  Bank transfer 28,256 210
Electric Power Co.,
Ltd. Huaibei Power
Supply Company (K
BERETHARL
AR AA)

2. ... Huaibei China Sale of gas 2019 Gas” Prepayment  Bank transfer 23013 171
Resources Gas Co.,

L. (ELERRA

)
3. ... Shandong Yonganda  Production of 2023 Manufacturing 15 days Bank acceptance 17,040 12.6
refractory materials consignment bill, bank
{ransfer
4. ... Anhui Wanmei Sale of coal 2023 Coal 30 days Bank acceptance 12,105 9.0
Materials Trade Co., bill, bank
Ld, (RRIEHTEE transfer
SRRERLT)
5. ... Anhui Guomao Transportation 2023 Coal 30 days Bank acceptance 9,687 12
Haichang Trading services, sale of bill, bank
Co., Ltd. (REEEE  coal transfer
BEAERAT)

Total . .

=
=
—
(=
I=N
N=}
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Five months ended May 31, 2025

Commencement Percentage
of business  Products/ services  Credit Settlement ~ Transaction  of total
Ranking Supplier Main activities relationship offered period method amount  purchase
(RMB in

thousands) (%)

I. ... State Grid Anhui Sale of electricity 2012 Blectricity” Prepayment  Bank transfer 13,189 20
Electric Power Co.,
Ltd. Huaibei Power

Supply Company (K
RERHTIERR
AELEEAT)
2. ... Anhui Guomao Transportation 2023 Coal 30 days Bank acceptance 12472 208
Haichang Trading services, sale of bill, bank
Co., Ltd. (%BEESE  coal transfer
BEAERAT)
3. ... Huaibei China Sale of gas 2019 Gas Prepayment  Bank transfer 10,143 16.9

Resources Gas Co.,
L. (LSRR RA

BAT)
4. ... Anhui Wanmei Sale of coal 2023 Coal 30 days Bank acceptance 5,734 9.5
Materials Trade Co., bill, bank
Ld, (RRIEHEE transfer
EREILT)
5. ... Shandong Yonganda  Production of 2023 Manufacturing 15 days Bank acceptance 2317 39
refractory materials consignment bill, bank
transfer
Total . . 43855 730

Notes:
(1)  Before 2021, Huaibei China Resources Gas Co., Ltd. (MEILEERIRF A FR/A ) provided gas to us.
(2)  Before 2021, Huaibei Mining Group provided coal and logistics services to us.

(3)  Before 2021, State Grid Anhui Electric Power Co., Ltd. Huaibei Power Supply Company (B4 %% & & H
B AEILEETE 20 /) provided electricity to us.

(4)  Before 2021, Lu’an Shengda Bamboo and Wood Products Co., Ltd. (7~ BT AR 5 A FRA R provided
wooden pallets to us.

(5)  Before 2021, Xuzhou Hongfan New Material Co., Ltd.(%H % JLET A EHB A A FR A 7)) provided plastic woven
bags to us.
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During the Track Record Period and as of the Latest Practicable Date, our five largest
suppliers, other than Huaibei Mining Group and Huaibei China Resources Gas Co., Ltd., were

Independent Third Parties.

For the years ended December 31, 2022, 2023, 2024 and the five months ended May 31,
2025, purchases from Huaibei Mining Group were RMB21.9 million, RMB9.3 million,
RMBO0.6 million and nil, respectively, representing 22.5%, 9.2%, 0.5% and nil of our total
purchases for the same periods, respectively. For the years ended December 31, 2022, 2023,
2024 and the five months ended May 31, 2025, purchases from Huaibei China Resources Gas
Co., Ltd. were RMB35.2 million, RMB31.2 million, RMB23.1 million and RMB10.1 million,
respectively, representing 36.1%, 30.8%, 17.1% and 16.9% of our total purchases for the same
periods, respectively. As of the Latest Practicable Date, save as disclosed above, none of our
Directors, their respective associates or any Shareholder (whom owns more than 5% of our
issued Shares) had any interest in any of our five largest suppliers during the Track Record
Period. During the Track Record Period and as of the Latest Practicable Date, we did not have
any material disputes with our suppliers. Our Directors confirm that there had not been any
material breaches of the agreements with our suppliers during the Track Record Period and up
to the Latest Practicable Date.

Construction Contractors

During the Track Record Period, we engaged construction contractors to provide
engineering, procurement and construction (EPC) services. In August 2022, we entered into an
EPC contract with our major construction contractor to design and construct a production line
for precision casting mullite products with an annual production capacity of 200,000 tonnes.
Under the EPC contract, the contractor is responsible for project design, equipment
procurement and supervision, transportation, storage, civil construction, installation,
commissioning, trial operation, performance testing, assessment, meeting quality standard and
production capacity, defect elimination and final delivery. The new equipment to be delivered
under the EPC contract includes one rotary kiln with an annual production capacity of 200,000
tonnes, three crushers, 12 iron removers, five screening machines, 45 conveyors, two ball
mills, four powder separators, six packaging machines and three palletizers. See “—
Production — Production Processes — Beneficiation and Processing” for the new equipment.
The term of the construction period was expected to be 396 days. No sub-contracting is
allowed. The total contract sum payable by us under the EPC contract includes the design fee,
equipment procurement costs, necessary spare parts costs, construction and installation costs,
technical service fees and other expenses, subject to any fee changes due to reasons not
attributable to the contractor and the difference due to national tax rate adjustments (if any),
which is payable in instalments according to the project progress. The contractor completed the
main construction in December 2023 and we initiated trial operation and performance testing
in the same month, followed by commissioning of works by the construction contractor. Since
November 2024, the production lines started trial production. We commenced commercial

production in January 2025.
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In addition, we also engaged two construction contractors to build a production line of
non-fired bricks by utilizing tailings in August 2022 and a 35KV substation in August 2023,
respectively, which were completed in October 2022 and June 2024, respectively.

We engaged one construction contractor for the construction of our ceramic fiber
production workshop in August 2023. The construction period was expected to be 35 days. No
sub-contracting is allowed. The construction project shall meet the national construction
quality standard. We are obliged to make payments in stages. The contractor completed the
project in October 2023 and we accepted the project in the same month. We started trial
production of ceramic fiber in October 2024 and commenced commercial production in
January 2025.

We select construction contractors mainly through public bidding. Before selecting a
construction contractor, we engage a third-party intermediary to prepare the bidding
announcement, which requires candidates to provide copies of their qualifications, licenses,
certificates and permits. The bidding process is conducted by the third-party intermediary. An
evaluation committee is formed by members randomly selected by the third-party intermediary
from an expert database established by the Anhui Provincial Development and Reform
Commission. The evaluation committee conducts the selection procedure according to the
requirements outlined in the bidding announcement. Subsequently, we review the
qualifications of the chosen construction contractor to ensure they meet our requirements, after
which the selection is presented to our bidding committee for approval. Once approved, the
results are publicly announced. If no objections are raised during the announcement period, the
construction contractor is confirmed with a bid-winning notice. To the best of our knowledge,
during the Track Record Period and up to the Latest Practicable Date, other than Huaibei
Industry Architecture Design Office Co., Ltd., our construction contractors were Independent
Third Parties. For the years ended December 31, 2022, 2023, 2024 and the five months ended
May 31, 2025, purchases from Huaibei Industry Architecture Design Office Co., Ltd. were
RMBO.1 million, nil, RMB1.2 million and nil, respectively, representing 0.0%, nil, 0.0% and
nil of our total purchases for the same periods, respectively. As of the Latest Practicable Date,
none of our Directors, their associates or any of our shareholders (who or which to the
knowledge of the Directors owned more than 5% of our issued share capital) had any interest
in any of our construction contractors.

We require our construction contractors to comply with all applicable laws and
regulations in respect of safety and environmental protection. We also require our construction
contractors to abide by our safety management system and our internal control requirements.
Our operation management department undertakes regular checks of our construction
contractors to confirm that they are operating in accordance with the technical specifications
of our project and industry standards. In the event we discover significant non-compliance or
other issues in the implementation of our project, we are entitled to suspend such construction
contractor’s work and require them to take correctional actions. In addition, we require our

construction contractors to purchase insurance for their employees and properties.
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OVERLAPPING OF OUR CUSTOMERS AND SUPPLIERS

Shandong Yonganda, one of our top five suppliers in 2024, was also our customer in 2024.
Shandong Yonganda, as a large manufacturer of refractory materials, purchased refractory
mullite products from us. Our sales to Shandong Yonganda amounted to nil, nil, RMBS5.8
million and RMBO0.7 million for the years ended December 31, 2022, 2023, 2024 and the five
months ended May 31, 2024 and 2025, respectively, accounting for nil, nil, 2.2% and 0.6% of
our total revenue in the same periods, respectively. In the meantime, Shandong Yonganda
supplied processing service related to the production of refractory mullite products to us. We
have engaged Shandong Yonganda to handle the calcination of kaolin into mullite to
supplement our production capacity of refractory mullite products, in line with industry
practice. The processing costs from Shandong Yonganda amounted to nil, RMB1.3 million,
RMB15.0 million and RMB2.1 million for the years ended December 31, 2022, 2023, 2024 and
the five months ended May 31, 2024 and 2025, respectively, accounting for nil, 1.3%, 12.6%
and 3.0% of our total purchases in the same periods, respectively.

Negotiations of the terms of our sales to and purchases from Shandong Yonganda was
conducted on an individual basis, and the sales and purchases were not inter-conditional with
each other. For this overlapping customer-supplier, the key terms of our sales of products to
Shandong Yonganda and our processing costs of services from Shandong Yonganda are in line
with those of our other customers and suppliers. Save as disclosed above, to the best of our
knowledge, none of our five largest suppliers during each year/period of the Track Record
Period was a customer of us. None of our five largest customers during each year/period of the

Track Record Period was a supplier of us.

INVENTORY MANAGEMENT

Our inventories primarily consist of raw materials, work in progress and finished goods.
As of December 31, 2022, 2023, 2024 and the five months ended May 31, 2025, our inventory
levels stood at RMB27.9 million, RMB41.2 million, RMB47.3 million and RMB68.1 million,
respectively. To minimize the risk of inventory build-up, we have established inventory
management policies to manage inventory levels pursuant to our production plan and the
prevailing market conditions. We have also adopted the ERP system to monitor the inventory
level of our raw materials on a real-time basis. We believe that maintaining an appropriate level
of inventories can help us better plan raw material procurement and deliver our products to
meet customers’ demand in a timely manner without straining our liquidity.

QUALITY CONTROL

We have designed effective quality control mechanisms to ensure that our products are of
high quality. As of May 31, 2025, we had a quality control team of three employees. Our
quality control team is responsible for ensuring that all manufactured products adhere to our

quality standards before being delivered to customers.
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We take a holistic approach to quality control and implement stringent standards in all
aspects of our operation, ranging from procurement, production, warehousing to delivery, to
ensure our full compliance with the stringent benchmarks and specifications of our customers
and ourselves. We are certified to the ISO9001: 2015 Quality Management System. We have
rigorous procedures for selecting suppliers. We have also established and maintained quality
control standards and testing and inspection procedures during the production of our products.
These standards and procedures are documented in our quality control policies and procedures.
In addition, we provide training to our employees which aims to ensure effective application
of our quality control procedures. During the Track Record Period and up to the Latest
Practicable Date, there was no incident of failure in our quality control systems which had a
material impact on us.

Procurement

In managing our procurement quality control, we adhere to a comprehensive policy
ensuring that all purchased equipment and consumables undergo thorough inspection
processes. The responsibilities are clearly defined: the warehouse administrators are
responsible for verifying the specifications and quantities of the purchased items and the
respective department using these goods conduct inspections or tests and complete inspection
reports, while the operation management department oversees the entire process. The timeline
for inspection varies based on the type of material. For instance, large equipment must be
inspected within seven days, whereas consumables should be checked within three days. The
policy also mandates that uninspected goods remain in an inspection area while goods
identified as unqualified are stored separately in a defective goods area and the procurement
personnel of the operation management department are responsible for handling and arranging
their returns and claim damages from suppliers according to the terms of the contract.

Production

We strictly follow our customers’ quality requirements and specifications and all relevant
industry standards for our production, including national standards and our internal quality
standards. For example, to ensure that the calcined and processed kaolin meets the relevant
national and industry standards, our manufacturing plants adopt the following quality control
methods: (i) controlling particle size through the dry grinding workshop’s initial crushing and
the circular vibrating screen in the sorting workshop and conducting sampling tests for quality
inspection; (ii) controlling iron content through the drum iron remover and magnetic separator
in the sorting workshop, and periodically taking samples for iron content analysis using a
calcium-iron analyzer; and (iii) having the kiln head fireman regularly take samples at the kiln
head to check the product’s calcination status and adjust the flame based on the calcination
results to avoid under-burned or over-burned materials and conducting sampling tests to
control product whiteness.
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We have led the launch of industry standards for kaolin and mullite products, such as
Calcined Kaolin Sand and Powder for Precision Casting (T/CFA 0202044-2021) and Calcined
Kaolin Sand and Powder for Precision Casting (JB/T11733-2013) and Methods for Chemical
Analysis of Chamotte (JC/T 2782-2023).

Warehousing

In managing our warehouse, we ensure that goods are stored in a neat and clean manner,
with daily inventory checks. We conduct at least one inventory count per month and compile
an inventory report based on the results. Unauthorized personnel are not allowed to enter the
warehouse without approval and necessary registration. The warehouse keeper is required to
regularly inspect the inventory to prevent spoilage, theft, loss, or unauthorized use.
Additionally, we take safety measures to minimize fire hazard and other risks to our products.

Delivery

We conduct sampling inspections for every batch of products prior to its delivery. Our
quality control team collaborates with the relevant production team to ensure that our products
are well packaged and sufficiently protected during their transportation.

RESEARCH AND DEVELOPMENT

We are committed to continuous research and development. As of May 31, 2025, our
research and development team consisted of 41 personnel, who are experts with extensive
experience in mining and non-metallic materials and other scientific fields essential to the
research and development of kaolin. In addition, we also collaborated with universities and
institutions on the research of kaolin mining technology and the development of a process for
improving and purifying kaolin ore.

The salient terms of our joint R&D agreements are set out below:

. Duration: The term of our joint R&D agreements ranges from four months to
12 months.
. Scope of collaboration: The agreements specify the research purpose of the projects

and the specific obligations of each party. We are typically responsible for overall
coordination and management of the R&D project and provision of necessary

information and insights on the theme of the project.
. Payment: We typically bear the cost for the joint R&D projects.
. Ownership of intellectual property: The IP rights developed in the joint R&D under

the agreements typically belong to us exclusively and shall not be authorized to be
transferred to a third party for use without our consent.
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. Confidentiality: During the performance of the agreement, all basic information and
technical information shall not be disclosed to third parties. If it is necessary to
disclose, it must be agreed by all parties.

. Termination: If the agreement cannot be continued due to force majeure, all parties
shall bear their own losses. If the contract cannot be performed due to factors of our
joint R&D partners or the project objectives are not met, we have the right to request
a refund of the fees or not to pay the subsequent fees. If we fail to pay the R&D fees,
our joint R&D partners have the right to suspend the agreement.

Our continuous efforts in research and development have also paid off in terms of the
various intellectual property rights. See “— Intellectual Property.” In addition, we have been
certified by the PRC government authorities as a High-tech Enterprise and National
Specialized and Innovative “Little Giant” Enterprise. Our research expenses during the Track
Record Period amounted to approximately RMB7.3 million, RMB7.0 million, RMB12.6
million, RMB4.5 million and RMB4.1 million for the years ended December 31, 2022, 2023,
2024 and the five months ended May 31, 2024 and 2025, respectively.

Our research and development efforts have also produced a number of technical
achievements which are material for our production. The following summarizes some of our

key research and development achievements:

Crystal Phase Transformation Technology in the Production of Precision Casting Mullite
Sand

This technology involves a dynamic crystal phase transformation process that crushes the
kaolin ore before calcination. By leveraging the low hardness and high brittleness of kaolin ore,
this technology encompasses pre-processing the kaolin ore before crystal phase transformation.
The crystal phase transformation is mainly achieved through high-temperature processing
technology in a rotary kiln, which includes steps such as material suspension preheating,
temperature rise calcination, high-temperature crystal phase transformation, and cooling.
During this process, the material rolls from the kiln tail to the kiln head in the rotary kiln,
undergoing high temperatures and material friction, which leads to the blunting of particle
edges. The material is evenly and sufficiently heated, allowing for the complete development
of the mullite phase. At the same time, impurities are precipitated and aggregated due to high

temperature, facilitating subsequent impurity removal.
Processing Technology in the Production of Precision Casting Mullite Sand

This technology uses processes such as impurity removal, air blowing to remove powder,
crushing, and screening in order to perform secondary processing on crystal phase

transformation mixtures. It requires proper particle size distribution, impurity levels, and

powder content to meet quality control standards.
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Processing Technology in the Production of Precision Casting Mullite Powder

This technology involves impurity removal from crystal phase transformation, ceramic
ball milling and grading of materials. It requires proper particle size distribution, impurity
levels, and powder content to meet quality control standards.

Processing Technology in the Production of Refractory Mullite Products

This technology uses shaft kiln calcination processing techniques, including large block
material sorting, impurity removal, high-temperature calcination and sorting. It strictly
controls key indicators such as bulk density, mullite phase, water absorption rate, and porosity
rate.

COMPETITION

We face competition in China’s coal-series kaolin industry. According to Frost &
Sullivan, China’s kaolin resources are widely distributed across the whole nation. Anhui
Province ranks fifth in China for kaolin reserves, accounting for 1.46% of the total reserves.
In 2024, the market size for China’s kaolin products reached RMB10,159.6 million, among
which the coal-series calcined kaolin products market in China reached RMB4,965.9 million
in 2024, representing 48.9% of the overall market, according to Frost & Sullivan. In terms of
revenue of coal-series calcined kaolin companies in 2024, the top five companies in the market
had a combined market share of 50.8%. Among them, we ranked fifth with a market share of
5.4%. Huaibei, Anhui Province is one of the primary regions where high-quality kaolin is
concentrated, which can be used in the fields of refractory materials or precision casting shell
mold. We were the largest precision casting mullite products producer in terms of the revenue
in 2024, with a market share of 19.1%, according to Frost & Sullivan. The principal
competitive factors in our industry include (i) the high technology barriers of processing
technologies; (ii) strict environmental protection requirements; (iii) capital required for
large-scale production; and (iv) scarcity of high-quality kaolin resources. We believe that we
are well positioned to compete effectively on the basis of the foregoing factors. For more

information on the competitive landscape of our industry, see “Industry Overview.”

For risks relating to our competitiveness in the industry, see “Risk Factors — Risks
Relating to Our Business and Industry — We face industry competition and failure to compete
effectively with our competitors may adversely affect our business, financial condition and
results of operations.”
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EMPLOYEES

We place great importance on attracting and retaining qualified employees. We are
committed to investing in our employees’ training and development. As of May 31, 2025, we
had 350 full-time employees, all of whom are based in the PRC. The following table sets forth
the number of our employees by function as of May 31, 2025:

Number of
Employee Function employees
Management . . ... ... ... 10
Production. . . ... ... . . . 250
Research and development. ... .......... ... .. ... ... ....... 41
Finance . .. ... ... . . . 6
Sales and marketing . ....... ... . .. ... .. 10
Administration. . . . ... ... .. 33
Total . . . ... .. . @

During the Track Record Period, we recruited our employees through on-campus
recruitment and referrals. Committed to providing fair and equal opportunities in all our
employment practices, we have adopted policies and procedures to ensure a fair selection and
hiring process. We established a labor union to protect the legitimate rights and interests of our
employees. We believe that we generally maintain a good working relationship with our
employees and the labor union.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

Environmental, Social and Governance Overview

We believe that integrating environmental, social and governance (“ESG”) principles into
the Company’s operations and business decisions is of strategic importance to us, and that good
ESG practices are critical to our long-term sustainable growth and to responding to the
expectations of our stakeholders. Our management attaches great importance to ESG issues and
has developed a series of ESG-related policies which endeavor to provide key guidance on the
identification, assessment and management of ESG-related risks and opportunities in a
comprehensive and effective manner. We will continue to optimize our ESG risk assessment
and management capabilities following the Listing and publish an annual ESG report in
accordance with Appendix C1 and Appendix C2 of the Listing Rules.

During the Track Record Period and up to the Latest Practicable Date, we were not aware
of any breach of applicable laws and regulations relating to the environment or society, nor
have we suffered any material claims or penalties or accidents relating to the above material
matters.
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ESG Governance Structure

We have established a sound ESG governance structure whereby the Board and the ESG
Working Group are jointly responsible for the development, management and proper
implementation of our environmental, social and governance policies, objectives and
strategies. We have developed an ESG Policy and Procedures Manual ( (355 ~ & RETRIEL
K MAEFFM) ), which is intended to be effective upon Listing, to clarify the division of
authority and responsibility at all levels, setting out the duties of the Board, the composition
of the ESG Working Group, its responsibilities and work procedures. These ESG governance
structures will also ensure the efficient operation and continuous improvement of ESG
management.

The Board, as the highest decision-making body for ESG governance, will be fully
responsible for the formulation, monitoring and evaluation of our ESG policies and
coordination of the Group’s sustainability efforts to ensure that they are in compliance with
legal and regulatory requirements and create long-term value, as well as fulfilling our
commitment to the sustainability of our Shareholders and other stakeholders. The Board is
primarily responsible for, among other things, but not limited to:

. reviewing the annual Corporate Governance Report and ESG Report and approving

their disclosure;

. reviewing and monitoring the implementation of the Group’s ESG policies to ensure

compliance with relevant legal and regulatory requirements;

. overseeing the training and continuing professional development of Directors and
senior management in ESG-related areas; and

. convening at least one meeting per year to review the work of the ESG and
additional meetings as required to deal with related matters.

The ESG Working Group, as the core executive body of our ESG efforts, will be chaired
by the General Manager, vice-chaired by the Deputy General Manager, and comprised of
department heads to ensure that the organizational structure covers all key business areas
within the Group. These teams will be responsible for formulating and promoting the effective
implementation and continuous optimization of various ESG measures within the Group in
order to continuously enhance the effectiveness of ESG management. The ESG Working Group
is mainly responsible for, among other things, but not limited to:

. formulating and reviewing the Group’s ESG framework, strategy, policies and
procedures, and implementing the various ESG plans approved by the Board;

. organizing and coordinating ESG related work and promoting the implementation of
ESG policies within the Group;
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. regularly assessing ESG risks and improving the internal control system to ensure

the effectiveness of ESG management;

. initiating internal and external materiality assessments, analyzing core issues

affecting ESG and making recommendations to the Board;

. completing and reviewing the ESG Report on a regular basis to ensure the accuracy

and completeness of data and timeliness of disclosure; and

. overseeing and guiding departments in the implementation of ESG policies and

assessing the implementation.

ESG Materiality Assessment

We are well aware of the importance and guidance of our stakeholders in our business,
strategy and financial planning. Our key stakeholders include our employees, customers, value
chain partners, shareholders and investors, industry associations and organizations, etc. We
proactively address material issues of concern to our stakeholders in order to fully assess the
potential impact of environmental and social related risks. In order to identify environmental
and social related risks that have significant impact on our business operations, we have
appointed an external third party to conduct a materiality assessment to collect, sort out and
evaluate stakeholder feedback.

With reference to the relevant sustainability disclosure standards, industry key issues and
materiality maps of the Hong Kong Stock Exchange, the International Sustainability Standards
Board (“ISSB”), the Global Reporting Initiative (“GRI”), MSCI (“MSCI”) and the
Sustainability Accounting Standards Board (“SASB”) and taking into account the business
characteristics of the Company and the industry, we initially shortlisted 21 materiality issues.
We used this as the basis for a questionnaire that we sent to our stakeholders to identify the key
material ESG issues. Internally, we sought the views of our senior management and employees;
externally, we sought the views of our customers, value chain partners, shareholders and
investors, residents and the general public, the media, industry associations and organizations,

charitable organizations and government/regulatory bodies.

10 of the 21 identified material ESG issues are very significant:

. water resource management
. greenhouse gas emission management
. waste management

. stakeholder engagement

. tackling climate change
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° energy management

. board diversity

. supply chain management

. employee health and safety

. product and service quality

We have also identified the following significant ESG issues and their potential impacts

and have initially developed mitigation measures accordingly:

Material ESG issues

Potential risks, impacts
and opportunities

Mitigation actions

Energy use and
resource
management risk . .

With the continuous introduction
of energy management and
other related laws and
regulations, we may face
increased costs as a result of
energy transitions and energy
structure adjustments. The
implementation of the circular
economy may also lead to an
increase in the demand for
energy use and water
recycling at our production
end, which in turn may lead
to an increase in our operating
costs. At the same time, the
introduction of renewable
energy incentives has
significantly increased the
availability of renewable
energy. Our renewable energy
costs may decrease.
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We have formulated
management measures for coal,
electricity and oil consumption,
and set up a metering leading
group to promote energy
management in a
comprehensive manner.

We are phasing out old,
obsolete and energy-intensive
equipment, optimizing
production lines and
introducing an online energy
monitoring platform.

We will increase the use of
renewable energy, mainly solar
energy, and reduce the use of
fossil fuels.

We are concerned about the
impact on soil and water
during the implementation of
the project, and have
strengthened the treatment of
mine water purification and the
recycling of mine water,
rainwater and cooling water.
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Material ESG issues

Potential risks, impacts
and opportunities

Mitigation actions

Environmental
protection risk . . .

Supply chain
management risk . .

Increasingly stringent

environmental regulations
require us to comply with
more stringent emission
standards in our day-to-day
operations, which may result
in increased operating costs.
Failure to comply with laws
and regulations relating to
environmental protection may
result in reputational damage
and a lower environmental
credit rating, which in turn
may affect market
competitiveness and consumer
trust.

Unstable supply of raw materials

may give rise to the risk of
disruptions in the supply
chain, which may result in
delays in the delivery of our
products or cause problems
with the quality of our
products. If we are unable to
effectively select, evaluate and
manage quality and
sustainable suppliers and
properly manage all parties in
our supply chain, we may be
exposed to supply chain
compliance, business ethics,
environmental and other risks.
Good supply chain
management and responsible
sourcing will be our strengths,
not only in meeting our
customers’ expectations of our
ESG management, but also in
ensuring supply chain
compliance and avoiding legal
risks and potential financial
losses.
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We regularly appoint qualified
third-party organizations to
monitor emissions, wastewater
and solid waste and noise.

We have set up a leading group
for environmental management
and developed a number of
systems to clarify
environmental responsibilities
and procedures.

We continue to invest in
environmental protection and
promote the concept of
environmental protection
within the Company.

We have established a
comprehensive supply chain
management system covering
the whole life cycle
management of supplier
admission, supplier
classification and evaluation,
and supplier business ethics to
ensure the stable operation of
products, services and quality
related to the Company’s
operation.

We also continue to
incorporate responsible supply
chain management into our
long-term development plans
and endeavor to align the
environmental, social and
ethical business practices of
our suppliers with our
sustainability philosophy.
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Material ESG issues

Potential risks, impacts
and opportunities

Mitigation actions

Labor

employment

Our failure to protect the rights

and benefits of our employees
and to promote their training
and career development may
result in a reduction in the
efficiency of our human
resources management and
expose us to the risk of
employee turnover and a
decline in productivity, which
in turn may reduce our
operational efficiency and lead
to the loss of key personnel.
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We continue to enhance the
well-being of our employees
and establish a scientific and
effective career development
training mechanism to
continuously upgrade their
knowledge and skills.

We have formulated a multi-
skill policy to expand the
career paths of our employees
to attract key talent and reduce
the turnover rate.
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Material ESG issues

Potential risks, impacts
and opportunities

Mitigation actions

Occupational health

and safety

As the majority of our
employees are mine workers,
our failure to ensure their
occupational health and safety,
such as by providing them
with risk-controlled, safe and
healthy working conditions
and premises, could give rise
to potential safety hazards and
occupational disease risks,
which in turn could affect our
employment and reputational
risk, or incur additional
financial expenses.
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In order to strictly protect the
occupational health and safety
of our employees, we provide
them with regular medical
check-ups, with particular
attention to the health of our
female employees. As our
business involves some
underground mining, and the
relevant working environment
is generally exposed to
occupational health and safety
risks such as dust, high
temperatures and toxic and
hazardous substances, it may
pose greater health and safety
risks to female employees,
especially during special
periods such as menstruation,
pregnancy and breastfeeding.
According to the Special
Provisions on the Labor
Protection of Female
Employees ( (Zhk LR
FERIBLE) ), the Labor Law of
the People’s Republic of China
and other relevant laws and
regulations, female employees
are not allowed to engage in
underground mining operations.
Therefore, we strictly abide by
the relevant regulations in job
placement to prevent female
employees from engaging in
unsuitable high-risk work, and
pay special attention to the
health conditions of female
employees in occupational
health and safety management.
For example, the Company
regularly arranges special
health check-ups for breast
cancer and cervical cancer for
female employees to further
enhance their health protection.



BUSINESS

Potential risks, impacts
Material ESG issues and opportunities Mitigation actions

. By creating a fair, safe and
healthy working environment
through measures such as
conducting work safety
training, formulating
occupational disease prevention
and control systems and plans,
and drawing up comprehensive
emergency management plans,
we are able to effectively
safeguard the occupational
health and safety of our
employees, and to reduce the
financial burden arising from
accident management, medical
expenses, litigation, penalties
and fines.

Identification, Assessment and Management of Climate-Related Risks and Opportunities

We are fully aware of the significant impact of global climate change on the environment
and business operations, and that climate risks may have a wide range of impacts on our
business operations, business model, supply chain stability, assets and so on. We have
identified and assessed the possible impacts of climate-related risks and opportunities on our
production, operations and finances based on the characteristics of the industry and the actual

situation of our operations, and have taken mitigation actions.

The climate-related risks we have identified are mainly categorized into physical and
transition risks:

Physical risk

Our physical risk is primarily the risk of financial loss due to the frequency of extreme
weather events, including heavy rainfall, hurricanes and extremely hot or cold weather. Such
extreme weather may cause natural disasters such as flooding, blizzards and freezing, which
may affect our production and operation plants or equipment to varying degrees and have
certain impacts on the health and safety of our employees. For example, extreme precipitation
may cause flooding, which could put our production equipment and facilities at risk of damage
and affect the continuity of our business. Extremely high temperatures or extreme cold weather
may cause sunstroke, heat stroke, frostbite and other risks, which may increase the risk of
outdoor work, threaten the health and safety of our employees, affect our employment levels
and increase the risk of health insurance claims. These physical risks may cause losses to our
assets, resulting in increased equipment maintenance costs and labor costs.
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In order to mitigate the impact of these physical risks, we have taken a number of
measures to avoid or mitigate the associated risks. We have established a leading group for
disaster prevention and response, which is under the direct responsibility of our Chairman, and
have formulated disaster prevention and response plans for extreme high temperatures, the
rainy season and the winter season. For example, during the rainy season, we mainly carry out
flood prevention, drainage prevention and lightning prevention work, set up a flood prevention
team and formulate contingency plans to clarify the division of responsibilities among
functional departments and emergency management measures. In winter, we regularly inspect
and maintain heating equipment and continuously strengthen safety training on the basis of
potential hazards investigation.

Transition risk

Our transition risks are mainly the risks of a wide range of policy, legal, technological and
market changes brought about by the government’s transition to a low-carbon economy.
Specifically, we may be required to implement more stringent emission and resource
consumption monitoring measures as government and regulatory bodies amend environmental
and energy-related laws and regulations from time to time. The global shift towards
resource-saving and environmentally friendly societies and the development of a circular
economy have led to a continuous demand for green, environmentally friendly and sustainable
products and services. In order to comply with regulatory requirements and market preferences,
we may incur additional policy compliance and technology transformation costs, including but
not limited to upgrading our monitoring technology, improving our processes, and increasing
our environmental investments to ensure compliance and minimize potential legal and financial
risks.

We have taken a number of measures to mitigate or adapt to these risks to ensure that our
business can grow steadily in the face of the ever-changing transformational situation. We pay
close attention to and follow up on policies related to climate change, and update and revise
our environmental management and energy management systems in a timely manner. We are
phasing out energy-intensive equipment, reducing the use of fossil fuels and increasing the
development and utilization of renewable energy, mainly solar energy. We have also set up an
online energy consumption monitoring platform in our new production lines to monitor
real-time data such as centrifugal fan usage. We will continue to promote technological
transformation, research carbon emission reduction technologies and diversify our energy
structure.

Opportunities

Although we may be exposed to such physical and transition risks, we are actively
exploring and implementing integrated product recycling as the concept of sustainability
becomes more prevalent. For example, we process tailings left over from our production into
flame-free bricks and recycle production waste into refractory fiber ceramic filter tubes for the
market. We will continue to follow market demand, promote a wide range of green products
and explore new market opportunities.
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Environmental Responsibility

During the Track Record Period and up to the Latest Practicable Date, we strictly abide
by the Environmental Protection Law of the People’s Republic of China, the Law of the
People’s Republic of China on Prevention and Control of Atmospheric Pollution, the Law of
the People’s Republic of China on Prevention and Control of Water Pollution, the Law of the
People’s Republic of China on Prevention and Control of Noise Pollution, the Law of the
People’s Republic of China on Prevention and Control of Environmental Pollution by Solid
Waste, the Law of the People’s Republic of China on Evaluation of Environmental Effects, the
Regulations on Administration of Permitting of Pollutant Discharges and other relevant
environmental laws and regulations, and are committed to fulfilling the corporate
responsibility for environmental protection and creating a sustainable society where man and
nature live in harmony. The nature of our products does not involve the “high pollution and
high environmental risk” product list included in the Comprehensive Directory of
Environmental Protection released by the Ministry of Ecology and Environment of the People’s
Republic of China in 2021.

In order to systematically address the various environmental issues that may arise from
our operations, we have set up a green management leading group to coordinate our
environmental protection work. We have also formulated a number of rules and regulations,
such as the “Criteria for Handling Environmental Incidents”, “List of Environmental
Responsibilities at Various Levels”, “Solid Waste Pollution Prevention and Control
Management Measures”, “Environmental Facilities Management System”, “Implementation
Plan for Ecological and Environmental Protection”, which set out the detailed procedures for
the implementation of various environmental protection measures and are updated from time
to time.

We have taken a number of steps to fulfill our environmental obligations, including but
not limited to:

. Energy conservation and emission reduction: actively promote the use of clean
energy and implement technological transformation to enhance the energy efficiency
of equipment and increase the proportion of renewable energy to gradually reduce
the use of fossil fuels;

. Pollutant management: entrust a qualified third-party organization to carry out
regular monitoring on the solid waste, wastewater and waste gas generated from
production and operations, and reasonably store the hazardous waste in accordance
with the relevant standards and hand over to a qualified third party for proper
disposal;
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. Noise pollution prevention and control: regularly carry out noise source inspection,
set up noise identification signs in a standardized manner, and regularly maintain
noise reduction facilities to ensure the effect of noise reduction and eliminate noise
exceeding the standard;

. Paperless office: promote a paperless office, online meetings and online approvals,
control the amount of paper used, reduce paper waste and promote the use of
electronic documents;

. Green travel: encourage employees to use low-carbon modes of travel such as public
transport, cycling or walking in their commute to reduce traffic pressure and air
pollution;

. Environmental protection training: regularly carry out environmental protection
training for all employees, covering key environmental protection areas such as
energy conservation and carbon reduction, air pollution prevention and control,
water pollution prevention and control, and pollutant control, so as to continuously
improve employees’ environmental awareness and ability; and

. Environmental risk management and control: formulate an Emergency Response
Plan for Environmental Emergencies to deal with all kinds of major or mega
environmental emergencies that may occur in a timely manner.

In addition, due to the rapid development of environmental laws and regulations and
industry standards, we closely monitor the latest developments in regulations and standards and
regularly update our environmental policies and measures to ensure and uphold the highest
standards. We are aware that our mining activities have impact on the natural environment and
ecosystem to some extent. In the future, we will continue to review potential improvements in
environmental management, for example, we strongly agree with the recommendations of the
Taskforce on Nature-Related Financial Disclosures (TNFD) on biodiversity conservation, and
closely monitor biodiversity conservation management initiatives to align with the growing
need for natural considerations in financial and business decisions. During the Track Record
Period and up to the Latest Practicable Date, we have not been involved in any material
environmental non-compliance, nor have we been involved in any environment-related

penalties and litigations.
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Environmental Metrics and Targets
Energy consumption

Our energy consumption is generated from direct energy consumption (mainly natural
gas, raw coal, diesel and petrol) and indirect energy consumption (mainly purchased

electricity). Our energy consumption during the Track Record Period is set out below:

Five months

Year ended December 31, ended May 31,
Category Unit 2022 2023 2024 2025
Natural gas . . . m? 8,238,592.01 5,703,727.71 5,146,850.00 2,044,503.00
Raw coal. . ... tons 6,863.45 13,976.70 21,637.63 7,887.61
Diesel .. ... .. tons 92.35 124.97 159.84 88.86
Petrol . ... ... tons 0' 13.62 15.44 5.39
Purchased kWh 20,905,606.99 27,283,723.87 34,671,875.00 15,932,490.0

electricity . .

Our production kilns were predominantly powered by coal during the Track Record
Period, although certain of kiln could be powered either solely by natural gas or by various
combinations of coal and natural gas. As of May 31, 2025, we had one rotary kiln powered
solely by coal, two rotary kilns powered by both coal and natural gas, as well as one rotary kiln
and two shaft kilns powered solely by natural gas. We would switch between such fuels
depending on production requirements and the prevailing availability of energy supply. During
the Track Record Period, we experience instances when supply of natural gas was relatively
tight, in order to ensure stable operations, we moderately increased the load of the kiln
primarily powered by coal and, for kilns designed to be capable of using both coal and natural
gas, adopted coal as fuel based on energy availability, which resulted in an increase in coal
consumption and a decrease in natural gas consumption. In order to pragmatically reduce
greenhouse gas and pollutant emissions and to ensure that the relevant emissions comply with
applicable environmental laws and regulations, we have installed advanced desulfurization and
denitrification systems in all kilns and a two-stage ceramic filter dust collection system in the
rotary kiln powered solely by coal and the rotary kiln powered solely by natural gas.

We are currently carrying out technical modification and upgrading works on kiln
powered solely by coal to natural gas as fuel. Such upgrade commenced in October 2025 and
is expected to complete by December 2025. Upon completion of such upgrading and
conversion works, all of our production kilns will have the ability to be powered by natural gas.
Going forward, our consumption of coal in the production process will be substantially
reduced, and we intend to gradually reduce such consumption to nil over an appropriate
transitional period, which is consistent with our ESG objectives of reducing energy intensity
and improving environmental performance.

1 Vehicle assets were not vested in the Company in 2022 and therefore petrol consumption data for that year is
not available.
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Based on the forecast of our production capacity expansion, we are targeting a 10%
reduction in natural gas, raw coal and electricity consumption per RMB1 million of revenue by
2030 as compared to 2023, using the year ending December 31, 2023 as the base year.

To achieve this, we have adopted the following energy management procedures and
specific measures:

. we optimize energy management with reference to standards such as the Energy
Conservation Law of the People’s Republic of China and comprehensively promote
energy management through the formulation and implementation of management
systems and procedures, including the Management Measures for the Use of Heat,
the Management Measures for the Use of Electricity, the Management Measures for
the Use of Coal and the Management Measures for the Use of Diesel and Petrol. We
also set energy consumption assessment targets to enhance energy efficiency and
effectively control costs;

. we have set up a metering leading group, formulated the Energy Metering
Management Measures to strengthen the Company’s metering management and
updated the requirements related to the equipping of energy metering instruments
and the control of metering statistics and analyses, so as to provide a basis for safe
production and energy saving and reduction of consumption, as well as for the
corresponding statistical analyses and assessment work;

. we have actively launched energy saving and efficiency improvement measures at
the production and manufacturing ends by continuously promoting the renewal and
replacement of equipment, gradually phasing out old, obsolete and energy-intensive
equipment, and introducing an online energy consumption monitoring platform in
the new production lines to instantly monitor data such as centrifugal fan usage, thus
enhancing energy efficiency and promoting the green and efficient use of energy;
and

. we implement consumption controls for office air-conditioning, lighting and factory
streetlights to encourage employees to save energy in their daily office work. At the
same time, we optimize equipment operation duration to reduce power consumption

during peak hours and implement peak production avoidance.
Greenhouse gas emissions
Greenhouse gas emissions from our manufacturing operations consist primarily of Scope
I direct GHG emissions resulting from the consumption of equipment and operations owned

or controlled by us and our own vehicles and Scope 2 indirect GHG emissions resulting
primarily from the consumption of purchased electricity.
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Our greenhouse gas emissions during the Track Record Period are set out below:

Five months

ended
Year ended December 31, May 31,
Category Unit 2022 2023 2024 2025
Total greenhouse tons CO, 43,539.49 56,360.34 75,105.64 29,605.10
gas emissions . . equivalent
Greenhouse gas tons CO, 228.71 275.35 281.15 282.22
emission equivalent/
intensity . ... .. million RMB of
revenue
— Scope 1' ... ... tons CO, 32,321.54 41,719.89 56,500.71 21,055.73
equivalent
— Scope 2% . ... .. tons CO, 11,217.95 14,640.45 18,604.93  8,549.37
equivalent

Since 2023, our total greenhouse gas emissions have increased due to the ramp-up of
some of our production facilities and the commissioning of new production lines. We aim to
reduce our GHG emission intensity (Scope 1 and Scope 2) by 5% by 2030 as compared to 2023,
using the year ending December 31, 2023 as the base year. In practice, we have adopted various
measures to reduce Scope 1 and Scope 2 GHG emissions from our daily production and
operations. For example, we have been actively promoting the transition of our energy
structure, and increasing the use of renewable energy sources, mainly solar energy, to reduce
the use of fossil fuels. During the Track Record Period, our total installed capacity of
distributed photovoltaic reached 1,574.1 kWp.

We deeply recognize the importance of reducing Scope 3 Other Indirect GHG Emissions
to our efforts to address climate change. In view of the complexity of Scope 3 Data Gathering
and the current challenges in gathering upstream and downstream data of the value chain, we
are updating and improving the existing data gathering mechanism and intend to comply with
the emission requirements of Scope 3 as set out in the Implementation Guidance for Climate
Disclosures under HKEX ESG Reporting Framework issued by the Hong Kong Stock
Exchange after listing, identify material Scope 3 Emission Categories, and account and

1 Scope 1 direct emissions include greenhouse gas emissions from the use of natural gas, raw coal, diesel and
petrol. The calculation methodology is derived from Appendix II of the Guidelines on How to Prepare an ESG
Report (the “Guidelines”) issued by the Stock Exchange, and the emission factors used are derived from the
Guidelines on Accounting Methods and Reporting of Greenhouse Gas Emissions from Mining Enterprises
( CWRILAZE = R PO 5 Bl i 78 #9) ) issued by the National Development and Reform
Commission of the People’s Republic of China.

2 Scope 2 indirect emissions include greenhouse gas emissions from the use of purchased electricity. The
calculation methodology is from Appendix II of the Guidelines. The emission factors used are derived from
the national average carbon dioxide emission factor for electricity for 2022, i.e. 00.5366kgCO,/kWh, as
published in the Announcement on the Release of Carbon Dioxide Emission Factors for Electricity in 2022
( BB 20224F & J) — UL BEIUE T 19/ 45 ) ) issued by the Ministry of Ecology and Environment of
the People’ Republic of China in 2024.
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disclose quantitative information included in Scope 3 Greenhouse Gas Emissions. We will also
strengthen our collaboration with value chain partners to explore and improve the methods and
quality of our data gathering, and we aim to disclose our Scope 3 emissions quantitative
information and related targets in the next financial year.

We advocate online meetings to reduce business commuting and plan to build dormitories
for employees and install charging piles in our plants to reduce other indirect emissions in
Scope 3.

Exhaust emissions

Our exhaust emissions are mainly particulates, sulfur dioxide and nitrogen oxides from
kiln flue gases and boiler emissions, all of which have obtained emission permits from the local
regulatory authorities. Our major emissions of particulates, sulfur dioxide and nitrogen oxides

at the emission outlets for the Track Record Period are set out below:

Five months

Year ended December 31, ended May 31,
Category Unit 2022 2023 2024 2025
Particulates ... ... tons 4.06 4.39 2.63 0.97
Sulfur dioxide . ... tons 6.48 4.54 2.48 1.061
Nitrogen oxides . .. tons 18.21 8.77 5.21 2.22

We have adopted the most stringent standards to deal with how and where these emissions
are emitted, and taking into account the overall impact of lower product prices on operating
revenues, we aim to achieve a 2% reduction in particulates, sulfur dioxide and nitrogen oxides
from our major emission outlets per RMB1 million of revenue by 2030 as compared to 2023,
using the year ending December 31, 2023 as the base year.

We have implemented a series of measures to monitor and deal with these major air
pollutants:

. we have made reference to the Integrated Emission Standard of Air Pollutants and
Emission Standards of Air Pollutants for Industrial Kilns and Furnaces to strengthen
the operation and management of our air treatment facilities and the prevention and
control of particulate matters, and we have commissioned a third-party organization
with professional qualifications to conduct regular monitoring of sulfur dioxide,
nitrogen oxides and particulates in the air to ensure that the quality of the emissions
meets the standards; and

. we have added equipment such as a mobile welding smoke purifier and flue gas
purification treatment to effectively ensure that the emission standards are met after
the collection and treatment of exhaust gas. For example, we adopt desulfurization
and nitrification and dust removal equipment for the flue gas emitted after
calcination to treat the flue gas of the kiln in order to meet the environmental
emission standards.
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Solid waste management

The solid waste generated from our production and operation mainly consists of general
solid waste and a very small amount of hazardous waste, including waste denitrification
catalysts, waste oil drums, waste packaging materials, etc. Our solid waste emissions during
the Track Record Period are set out below:

Five months

Year ended December 31, ended May 31,
Category Unit 2022 2023 2024 2025
Total solid waste . . tons 17,309.33 14,946.58 8,190.06 6,717.40
— Total general tons 17,307.18 14,939.46 8,185.81 6,708.45
solid waste . . . . .
— Total hazardous  tons 2.15 7.12 4.25 8.95
waste .........

Based on the Standard for Pollution Control on the Non-hazardous Industrial Solid Waste
Storage and Landfill, Standard for Pollution Control on Hazardous Waste Storage and the Solid
Waste Pollution Prevention and Control Management System and Hazardous Waste Pollution
Prevention and Control Management System that we have formulated, we have strengthened
the management of solid waste ledgers, management of dedicated sites, management of
incident reports, etc. so as to ensure that the collection, storage, disposal, etc. of solid waste
are strictly in compliance with the requirements of the relevant laws and regulations and that
pollution of the environment is eliminated or minimized to the maximum extent. As the
disposal is not carried out at fixed time points but is instead determined based on the usage and
maintenance conditions, the timing of disposal is non-linear and unevenly distributed. Our
target is to achieve a 5% reduction in general solid waste per RMB1 million of revenue by 2030
as compared to 2023, using the year ending December 31, 2023 as the base year, and to achieve

100% compliant disposal of hazardous waste.

We seek to minimize potential environmental and health risks through the following solid

waste management measures:

. we strictly ensure the legal and compliant disposal of general solid wastes, and that
all wastes generated from the ground and underground are segregated and
categorized and disposed of regularly and in a timely manner to prevent the spread
of pollution. We have also commissioned an external third-party organization to
carry out regular solid waste monitoring, and general solid wastes are either utilized
by ourselves or handed over to a third party for disposal. We also recycle kiln tailing
ash and iron removal tailings as raw materials and press them into bricks through a
flame-free brick factory, thus realizing the comprehensive utilization of general
solid waste; and
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our main hazardous wastes are waste lead-acid batteries, waste catalysts, waste
motor oil and hazardous waste packaging drums. We have taken measures to carry
out effective hazardous waste management in all aspects of production and
operation to regulate the management behavior of the Company’s hazardous
chemicals in use, storage and transportation, etc. The main measures include: (i) the
establishment of a system of hazardous waste inventory and the setting up of
dedicated sites for the classification and storage of different types of hazardous
wastes; (ii) the regular inspection and maintenance of hazardous waste storage sites,
the timely cleaning of the ground surface of the storage facilities and the
replacement of damaged and leaking storage containers and packaging; and (iii)
entrusting qualified third-party organizations to centrally collect and dispose of the

hazardous waste.

Water resource management

Our sources of water consumption are mainly the use of mine water and some municipal

water purchases. Mine water is mainly used for production, bathing and greening in our daily

operations, and municipal water supply is mainly used for domestic drinking water. Our

consumption of water resources during the Track Record Period is set out below:

Category

Five months

ended
Year ended December 31, May 31,
Unit 2022 2023 2024 2025

Total water resources

636,353.00 809,378.00 737,456.00 311,806.00

consumption ........

— Municipal water 3 12,753.00  22,778.00  66,404.00 26,359.00
purchases. ..........

— Mine water 3 623,600.00 786,600.00 671,052.00 285,447.00
consumption . .......

Our total water resources in 2023 increased as a result of the increase in kaolin ore mining

due to the commissioning of new production lines. Given our well-established water resource

management and water conservation measures, our overall water consumption is expected to

be manageable. Taking into account our forecasted capacity growth, the lower price of our

products and the water conservation measures we have taken, we aim to achieve a 3% reduction

in our water consumption per RMB1 million of revenue by 2030 as compared to 2023, using

the year ending December 31, 2023 as the base year.
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We value the potential impact of our operations on the community and the surrounding
environment, including but not limited to potential water pollution, mineral damage, etc,
therefore, We have adopted a series of measures to strictly control the management of water
consumption, and minimize and mitigate the impact on water resources and ecosystems in the
regions where we operate. We have adopted integrated water resource management strategies
to improve water use efficiency and protect the ecosystem, including but not limited to:

. focusing on the impacts of our production operations and related environmental
factors on the soil and groundwater environment, identifying domestic wastewater,
mine water and groundwater environmental factors. To this end, we commissioned
a qualified third party to prepare the Project Water Resources Argumentation Report
to analyze the sustainability of water sourcing and the impacts on water resource
use, water ecology and groundwater levels and quality. We are also concerned about
the possible impacts on the water environment during the implementation of the
project, ensuring that soil and water resources are protected and restored to the
maximum extent possible in the course of the project, and ensuring that the
geological environment of the mine is effectively managed and restored;

. formulating the Implementing Rules for Water Conservation Management and set up
a leading group for water conservation to oversee and promote the implementation
of water conservation measures. To ensure the effective implementation of water
conservation measures, we carry out water supervision and inspections from time to
time, focusing on leakage and the use of water-saving appliances, so as to identify

and solve water wastage problems in a timely manner;

. actively adopting advanced water conservation technologies to achieve multiple
uses of water and increase the water recycling rate and wastewater recovery and
reuse rate. We have also continued to strengthen the management of mine water
purification treatment to ensure that 100% of the purified mine water is recycled,

thereby promoting the recycling of water resources; and

. implementing stringent treatment and discharge compliance measures for all
wastewater, including production processes, mine water purification, equipment
cleaning and employees’ domestic water. We refer to the Emission Standards for
Pollutants from the Coal Industry ( <k T2E75 YW PERERE) ) to standardize the
management system and operating procedures for mine water purification, improve
the standardized management of mine water purification stations and continuously
standardize the daily operation and management. Our daily wastewater has been
connected to the municipal wastewater treatment plant to achieve effective
management of domestic wastewater.
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Mine Geo-environmental Protection and Land Reclamation

In strict compliance with the Implementation Rules of the Mineral Resources Law of the
PRC (3N RILAE R E GV L EANR)) and Provisions on the Protection of the
Geographic Environment of Mines (2019) ( {BEILMEIRFERERE) (20194F)), we have
formulated the mine geo-environmental protection and land reclamation plan and actively
fulfill the reclamation obligations related to kaolin mining, so that the land damaged by mining
subsidence can be reclaimed in a timely manner. In accordance with these plans, we have
defined the standards of mine geological environment protection and reclamation, engineering
design, project estimation and investment arrangements, and has planned the specific
implementation plan process, cost, technology and organizational management of mine
geological environment protection and land reclamation in detail, so as to comprehensively
reduce the mine geological environment problems and geological disasters caused by mine
construction and production and operation activities, improve mine geological environment
and ecological environment to achieve the balance and sustainable development of mining
operation and environmental protection. It contains our estimate of the total cost of the mine
geological environment treatment project, of which the static total investment is RMB32.5
million and the dynamic total investment is RMB44.3 million. In addition, according to the
Guiding Opinions on the Establishment of a Mine Environmental Governance Restoration
Fund by Canceling the deposit for Mine Environmental governance restoration, we have also
set up a mine geological environment governance restoration fund account for mine geological
environment governance, and have defined the cost schedule and fund withdrawal plan of the
environmental governance restoration fund according to the fund estimation results.

Environmental Investment

Adequate investment in environmental protection is the foundation of our environmental
protection work, and we have maintained a stable and continuous investment in environmental
protection and energy saving and emission reduction work. During the Track Record Period,
our investment in environmental protection amounted to RMBO0.4 million, RMBS5.8 million,
RMB40.5 million and RMB3.3 million in 2022, 2023, 2024 and the five months ended May 31,
2025, respectively. In 2025, we actively responded to the green development strategy and
increase our investment in environmental protection significantly, and environmental
protection investment will also become an important expense for our future development.

Social Responsibility

We actively fulfill our corporate social responsibility by providing a safe and fair working
environment, safeguarding employees’ rights and interests and supporting their career
development, as well as ensuring the quality and innovation of our products and services, so
as to continuously enhance the trust and satisfaction of our customers and other stakeholders.
In addition, we actively engage in community welfare initiatives and implement stringent
supply chain management to promote the sustainable development of the community and our
partners.
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Employee rights and well-being

We are committed to building a fair, equitable and inclusive employment environment.
We strictly comply with the Labor Law of the People’s Republic of China, the Labor Contract
Law of the People’s Republic of China and other relevant laws and regulations. To this end,
we have established several internal policies, such as the Human Resources and Salary
Management Measures and Measures for Performance Evaluation, which set out clear rules and
regulations on remuneration and benefits, leave and welfare, the promotion system, working
hours and skills allowances and are updated from time to time. After listing, we plan to further
improve our anti-discrimination and anti-harassment systems and promote diversity and
inclusiveness in the workplace, so as to provide a fair and equitable working environment for
our employees, business partners and customers.

We strictly prohibit the employment of child labor or forced labor in any of our business
activities. We ensure full compliance with applicable regulations by contributing to social
insurance, housing provident funds and supplementary medical insurance for all our employees
in accordance with relevant regulations and provide them with paid leave entitlements. In
addition, we attach great importance to the physical and mental health of our employees and
arrange annual health check-ups for all employees to ensure their well-being. In order to
maintain a smooth communication mechanism, we provide our employees with a platform to
respond to their livelihoods that ensures that their complaints are handled in a confidential and
appropriate manner, and that the confidentiality of the complainants is protected.

Occupational health and safety

We have adopted and maintain a number of systems, standard operating procedures,
emergency response plans and measures to safeguard the occupational health and safety of our
employees and to ensure that our operations comply with applicable workplace safety laws and
regulations in the jurisdictions in which we operate. We are committed to providing and
maintaining a safe and healthy working environment while strictly complying with all
applicable laws and regulations, including, but not limited to, the following:

. The Law of the People’s Republic of China on Prevention and Control of
Occupational Diseases

. Healthy China Initiative (2019-2030)
. Regulations on the Management of Occupational Health in the Workplace
. The Law of the People’s Republic of China on Work Safety

We place great emphasis to the health and safety of our employees and are committed to
providing a safe and healthy working environment for all employees. We organize annual
health check-ups and occupational disease prevention check-ups for all our employees, and
ensure that all check-up results are filed on the official Occupational Health Statistics Platform.
We have also formulated a comprehensive occupational disease prevention and control system
and plan, including the Occupational Disease Hazard Detection Report and the Occupational
Disease Hazard Prevention and Control Work Plan and Implementation Plan, which are
updated from time to time, and have taken various measures to effectively reduce the impact
of dust and noise on the health of our employees.
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In addition, we have formulated a year-round training plan on work safety management
and regularly organized work safety activities and assessments to ensure that the training and
assessment records of all employees are complete. During the Track Record Period and up to
the Latest Practicable Date, we have achieved a 100% work safety training coverage rate
among our employees. In addition, we have formulated comprehensive emergency
management plans, such as the Emergency Rescue Plan for Occupational Disease Hazard
Incidents, which sets out the ground and underground operation scenarios to ensure that the

emergency procedures are clear and effective.

During the Track Record Period and up to the Latest Practicable Date, we have not been
involved in any material incident resulting in personal injury or property damage, and we have
not been subject to material claims, litigation, penalties or disciplinary actions as a result of

any material incident.

Employee development and training

We enhance the professional competencies and capabilities standards of our employees
through technical and management training, and encourage them to participate in cross-
departmental and cross-disciplinary co-operation projects to promote communication and
integration and strengthen teamwork. We are committed to building knowledge-based,
skill-based and innovative teams, supported by a robust training system and clear career

advancement pathways to promote employees’ skills upgrading and career growth.

We have established a targeted training and assessment mechanism that encompasses
pre-employment training, on-the-job skills upgrading, regular off-the-job training and
specialized training on work safety, and have invested in market-oriented training budgets to
motivate our employees to participate in and enhance the effectiveness of their learning. We
regularly provide training to all junior employees, middle management employees and senior
management employees and have achieved 100% coverage of such training for our employees
during the Track Record Period and up to the Latest Practicable Date. We have formulated a
tiered and graded management system for vocational skills assessment and have implemented
the declaration of exceptional qualifications and direct recognition of skill levels to encourage
employees to improve their skills and advance rapidly. In addition, we have from time to time
expanded the career development paths of our employees through our cross-position and
multi-skill policies, so as to promote a positive cycle of skills upgrading, performance growth

and career advancement, and to realize mutual development.

In 2024, we made a number of enhancements to employee development and training,
introduced the Occupational Skills Subsidy Incentive Scheme in order to differentiate
remuneration for highly skilled personnel, and strengthened specialized work safety training to

further enhance professional skills and safety management standards.
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Supply chain management

We have established a comprehensive supplier management system, formulated “Supplier
Management Measures,” with specific provisions that encompasses selection criteria, code of
conduct, evaluation and monitoring. These provisions are updated from time to time to ensure
supplier compliance, quality stability and supply chain transparency. In addition, we have
established a standardized and transparent supplier management system to ensure the stability
and efficiency of the supply chain and to safeguard the safety and compliance of our production

operations.

In the selection process of new suppliers, we require them to possess legal entity status,
valid operating qualifications, and certifications for management systems in accordance with
regulatory requirements as well as a robust quality assurance system and contractual
performance capability. We have set up a supplier evaluation team to conduct annual
comprehensive evaluations of suppliers’ contractual performance and abnormal behavior, and
implement hierarchical management based on the evaluation results to continuously enhance
the transparency and stability of the supply chain.

We specify the technical standards of our products in our supplier contracts and outline
detailed requirements for packaging, transport, installation and acceptance. In addition, we
sign Safety Management Agreements and Environmental Protection Agreements with our
contractors to impose penalties for non-compliance with environmental or safety regulations.
We also require all suppliers to sign the Integrity Commitment, in which they undertake to
abide by the principles of fair competition and honest business practices, and not to provide
improper benefits to employees.

Due to the nature of our business, our raw materials are mainly non-metallic minerals and
therefore do not involve the use of conflict minerals, and all raw materials are sourced from
lawful and compliant channels. We plan to formulate a Code of Conduct for Suppliers after the
Listing to incorporate ESG concepts into our supplier management, and require our suppliers
to comply with the principles of sustainable development and work with us to promote the

construction of a responsible supply chain.

Product quality and technical innovation

During the product design and development process, we have implemented a number of
measures to enhance resource utilization efficiency and improve the sustainability of our
production. For example, we process waste tailings from the production process into flame-free
bricks for underground construction support structures. Through these green technological
innovations, we have closed the loop in our production process and realized the recycling of
resources, helping to reduce resource consumption and promote a circular economy.
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We have also established industry-university-research integration cooperation with
several higher education institutions and research institutes to enhance product technology
standards and accelerate green innovation. In addition, based on the market feedback collected
by our sales department and insights gained from regular market research, we accurately grasp
customer needs and market trends, and thus integrate market needs with our sustainable
development objectives.

We have always maintained a stringent quality management system for our products and
services. Through the introduction of the ISO 9001 quality management system, we have
standardized our quality control processes to ensure that all our products comply with
international standards. We plan to further improve our quality management system after the
Listing to enhance the environmental sustainability performance of our products.

During the Track Record Period and up to the Latest Practicable Date, we have not been
subject to any material claims or penalties in respect of any product safety issues or any
material defects and have complied in all material respects with the relevant laws and
regulations.

Society contribution

We continue to pay attention to the development of the communities in which we operate,
support social development and fulfill our social responsibilities through various public
welfare activities. We actively organize “Charity Day Donation” (2% — H1H) activities and
encourage our employees to actively participate in charitable donations to support groups or
charitable organizations in need of help. In addition, in order to support the economic
development of specific regions, we have implemented a purchasing program to support the
sale of agricultural products of Tibet and Xinjiang, which has helped farmers increase their
incomes by supporting the sale of local agricultural products. After the Listing, we will
continue to contribute to society through diversified public welfare practices.

Corporate Governance

We believe that good governance and a culture of compliance and integrity are essential
for the well-being of our employees and the sustainable development of our business. To this
end, we have developed a series of internal compliance policies setting out our compliance
requirements and will continue to comply with the requirements of the Corporate Governance
Code as set out in Appendix CI1 of the Listing Rules after the Listing.

Compliance management

In order to effectively prevent and control compliance risks and to enhance the standard
of compliance management in accordance with the law, we have formulated stringent internal
compliance measures to clearly define the organizational structure and operational mechanism
of compliance management, and to ensure that our operations are in compliance with laws and
regulations as well as the requirements of relevant rules and systems. In accordance with these
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rules, the Company has set up a compliance officer to lead the compliance management
departments to organize and carry out the relevant work, and established three lines of defense,
namely the Business Department, the Operation Management Department and the Disciplinary
(Audit) Department, to promote compliance and implementation of compliance requirements
within the Company. We have established a compliance risk identification and early warning
mechanism to identify various types of non-compliance risks. Each business department
dynamically updates the compliance risk list and position responsibilities according to changes
in laws and regulations, and evaluates the level of risk every year.

In addition, we actively promote the concept of compliance culture within the Company
through regular compliance training. During the Track Record Period and up to the Latest
Practicable Date, we have achieved 100% coverage of compliance training for our employees.

Risk management and internal control

We have fully integrated risk management and internal control into our corporate
management and business processes by developing a risk management system and internal
control procedures. We have developed a comprehensive risk management system which sets
out our risk management framework and strategy. We have also put in place an internal control
system and methodology which provides guidance on the construction, operation and
maintenance of internal controls through our Internal Control Management Manual, which is
updated from time to time. This Manual also serves as the basis for the establishment,
implementation and evaluation of our internal controls.

Anti-corruption and anti-bribery

We regard integrity as a core value for corporate development and have promulgated
anti-corruption and anti-bribery procedures to ensure that our business and the legitimate rights
and interests of our employees are not affected by corruption or bribery. We regularly organize
anti-corruption and integrity training for all employees, especially those in key positions, to
continuously enhance their awareness of integrity and self-discipline, as well as their ability to

identify and prevent corrupt practices.

We have also provided employees with various reporting and complaint channels, such as
mailboxes, telephone numbers and QR codes, to report any infringement of workers’ interests,
and the Disciplinary (Audit) Department and labor union are jointly responsible for the
collection, sorting and feedback of information. Meanwhile, the confidentiality of the identity
of the reporter and other sensitive information is strictly ensured during the reporting process.

In addition, our suppliers are also required to enter into the Integrity Commitment to
ensure that they undertake in writing to comply with our requirements on anti-bribery practices
to safeguard the legality of their business dealings. During the Track Record Period and up to
the Latest Practicable Date, no non-compliance with the relevant laws and regulations in
relation to corruption or bribery which had a material impact on us was identified.
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Board diversity

We believe that Board diversity is critical to the realization of our strategic objectives and
sustainable development. To this end, we have formulated the Board Diversity Policy, which
we intend to put into effect after the Listing, with a view to building a Board with diverse
backgrounds to facilitate overall decision-making and enhancing governance standards.
Selection criteria include, but are not limited to, gender, age, cultural and educational
background, nationality, race or ethnicity, and professional experience. At the same time, we
endeavor to enhance the independence of our Board by introducing professional independent
non-executive directors to enrich our perspective and safeguard independent decision-making.
After the Listing, we will report on our observation of the diversity of our Board composition
in our annual corporate governance report. See “Directors, Supervisors and Senior
Management — Board Diversity Policy.”

INTELLECTUAL PROPERTY

Our intellectual property is of great significance to our business and underpins our core
competences. As of the Latest Practicable Date, we had four registered trademarks, 13
copyrights and 50 patents in the PRC, and we are also in the process of applying for the
registration 18 patents in China. See “Appendix VIII — Statutory and General Information.”

We place great importance on the application and accumulation of intellectual properties,
especially patents. We regularly monitor the application status of intellectual property rights
and perform routine checks on the public trademark registration platform to ensure our
trademarks are not infringed by third parties. We also protect our intellectual property rights
through a series of confidentiality agreements or provisions with core technical personnel and
key management personnel. During the Track Record Period and up to the Latest Practicable
Date, we did not experience any threatened or pending disputes relating to the infringement of
intellectual property rights that would have a material adverse effect on our business.

PROPERTIES

Our Company’s registered office is located in Duji District, Huaibei City, Anhui Province,
PRC. We own properties in the PRC.

As of the Latest Practicable Date, we owned six parcels of land and 65 buildings in the
PRC with an aggregate site area of approximately 466,291 sq.m. and 83,530 sq.m.,
respectively, which were primarily used for production, storage, office and residential
purposes. We have obtained the real estate title certificates for the above owned properties.

As of the Latest Practicable Date, we did not lease any properties.

Asia-Pacific Consulting and Appraisal Limited, an independent property valuer, has
valued our property interests as of June 30, 2025. For details, see “Appendix VII — Property
Valuation Report.” Except for the property interests described in the property valuation, we
have no other owned property interest that forms part of our non-property activities that has a
carrying amount of 15% or more of total assets pursuant to Rule 5.01B(2)(b) of the Listing
Rules.
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THE IMPACT OF COVID-19

In 2020, the outbreak of the COVID-19 led to an international public health crisis and,
as a result, the global economy in general were adversely affected. Given this unprecedented
global health crisis, our business operations were briefly impacted by the outbreak in early
2020 due to social and work gatherings, mandatory quarantine requirements and suspended
public transportation in certain areas in China. As some of our employees had to work from
home, the operations that required onsite service were interrupted to a limited extent. However,
we resumed normal business operations after the initial disruptions in early 2020. During the
COVID-19 pandemic, we relied on a stable and diversified customer base across various
regions of China to ensure a continuous inflow of orders. We maintained cooperative
relationships with multiple transportation companies to guarantee the timely delivery of goods.
Additionally, we implemented strict internal epidemic prevention and control measures to
ensure the smooth operation of our production processes. Our flexible sales strategies helped
sustain stable sales growth, while strengthened cost control measures improved cost efficiency.
These measures effectively responded to external challenges and ensured the stable growth of
production and sales, without causing any material adverse impact on our business operation
or financial performance during the Track Record Period.

INSURANCE

We maintain insurance coverage in amounts that we believe are consistent with our risks
of loss and our industry’s customary practices. In China, pursuant to the relevant PRC laws and
regulations, we maintain property insurance, safety production liability insurance and
automobile insurance for our business operation, as well as endowment insurance, medical
insurance, unemployment insurance and work injury insurance for our employees.

During the Track Record Period and up to the Latest Practicable Date, we did not make
any material insurance claims in relation to our business. We will review and assess our risks
on an ongoing basis and make necessary adjustments to our insurance coverage in line with our
needs and industry practice in the PRC. Consistent with what we believe to be customary
practice in our industry, we generally do not maintain any business interruption insurance. We
believe that the existing insurance coverage of our business is adequate and standard for our
industry. However, there is no assurance that the insurance policies we maintain are sufficient
to cover all of our operational risks. For details, see “Risk Factors — Risks Relating to Our
Business and Industry — Our insurance coverage may be inadequate to satisfy potential claims
and fluctuations in insurance cost and availability could adversely affect our business, financial

condition and results of operations.”
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LICENSES AND PERMITS

We are required to obtain various certificates, licenses, permits and approvals for our
operations including, among other things, those required for mining and exploration, waste
discharge and safety production.

The following table sets forth a summary of our material licenses, permits and approvals
that we had obtained for our operations as of the Latest Practicable Date. For details about our
Mining License, see “— Our Mineral Assets and Mining Rights — Our Kaolin Mineral Assets
— Shuoli Kaolin Mine — Mining License.”

Name of
Holder license/permit/approval  Issuing authority Date of issue Date of expiry
The Company . . . Mining License Huaibei Municipal ~ March 6, 2024 November 20,
Bureau of Natural 2039
Resources and
Planning
The Company . . . Safety Production Department of November §,  March 29,
License Emergency 2023 2026

Management of
Anhui Province
The Company . . . Emissions License Huaibei Municipal ~ May 9, 2024  May 8§, 2029
Bureau of Ecology
and Environment

The Company . . . Blasting Operation Public Security October 30, August 23,
Unit License Bureau of Huaibei 2025 2030

The Company . . . Water Abstraction Water Authority of  April 29, 2022 December 31,
License Huaibei 2025

Note:

(1)  As advised by our PRC Legal Advisors, based on the relevant PRC laws and regulations, the issuing
authority of such license requires the license holder to commence the renewal procedures 45 days before
its expiry. Subject to the completion of necessary administrative procedures, there is no material legal
impediments for the renewal of such license.

During the Track Record Period and up to the Latest Practicable Date, as advised by our
PRC Legal Advisor, we had obtained all requisite licenses, approvals and permits from relevant
authorities that are material for our operations in the PRC. All of these licenses, approvals and
permits are valid and effective, and no circumstances exist that would render the revocation or
cancellation of our licenses, approvals and permits or would render legal impediments to our
business operations. Our PRC Legal Advisor has advised us that, to the best of their
knowledge, there is no legal impediment to renewing any material licenses, approvals or
permits for our business and operations in the PRC, so long as we comply with the relevant
legal requirements and provided that we take necessary steps and submit the relevant
applications in accordance with the requirements prescribed by the applicable laws and
regulations.
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LEGAL PROCEEDINGS AND COMPLIANCE MATTERS

Legal Proceedings

We may from time to time become a party to various litigation, arbitration or
administrative proceedings arising in the ordinary course of our business. During the Track
Record Period and up to the Latest Practicable Date, as advised by our PRC Legal Advisor,
there were no litigation, arbitration or administrative proceedings pending or threatened
against us or any of our Directors which could have a material and adverse effect on our

business, financial condition or results of operations.

Compliance

During the Track Record Period and up to the Latest Practicable Date, as advised by our
PRC Legal Advisor, we had not been and were not involved in any material incidents of
non-compliance. 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 established and currently maintain risk management and internal control systems
consisting of policies and procedures that we consider to be appropriate for our business
operations. We are dedicated to continually improving these systems. We have adopted and
implemented comprehensive risk management policies in various aspects of our business
operations such as financial reporting and internal control. Our Board of Directors is
responsible for the establishment and updating of our internal control systems, while our senior
management monitors the daily implementation of the internal control procedures and
measures with respect to functional department.

To monitor the implementation of our risk management policies and internal control
measures, we have adopted and will continue to adopt, among others, the following risk
management measures:

. Establish a conflict of interest management system to define conflicts of interest,
specify their content and the responsible management departments and develop
measures to prevent conflicts of interest, as well as processes for monitoring and

reporting conflicts.
. Develop a risk management system that clarifies the classification, principles,

organization, responsibilities, risk identification and assessment, risk response, risk
tracking, risk monitoring, application and evaluation.
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Designate the responsible department for risk management, build a risk management
system, clarify risk management systems, processes and responsibilities, guide and
supervise the risk management work of each department, continuously identify
potential risk events, evaluate identified risks and implement risk response

measures.

Establish an evaluation procedure for the resignation of management and key
personnel, clarifying the responsible department and execution requirements.

Clearly define sensitive and confidential company information through written
policies, specify procedures for identifying and monitoring sensitive or confidential
information and measures for protecting and handling information leaks and
establish reward and punishment measures. Classify and manage company data by
level and develop a data classification list.

Establish a license management procedure. Formulate a license management system
tailored to departments and business needs, clarifying the procedures for obtaining,
updating, monitoring and maintaining licenses.

Develop an insurance management system, including the demonstration of
insurance, review of insurance contracts and mechanisms for post-claim, renewal
and update, to standardize the insurance business management process, including
but not limited to the employee protection and compensation, third-party litigation,
all-risk property insurance (such as inventory preservation) and safety production

liability insurance.

Establish a written external communication system, including but not limited to the
information release process, media and public response management, procedures for
responding to regulatory inquiries and responses to negative reports.

Clarify the management department responsible for internal audits. Ensure the
independence of internal audits, with the internal audit department reporting to the
audit and risk committee under the board of directors, conduct internal audit work
according to system requirements, identify problems and deficiencies, propose
rectification suggestions and retain relevant audit plans, audit reports, defect ledgers
and related approval records for traceability.
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AWARDS AND RECOGNITION

During the Track Record Period, we received numerous awards and recognitions in
respect of our business operation, products, and research and development capabilities,

including but not limited to:

Award/Recognition

Awarding Institution/Authority

Award Year

Trademark Brand Recommendation Committee of 2024
Demonstration Trademark Brand Demonstration
Enterprise of Anhui Enterprise of Anhui Province
Province (I WAZ N
JUREEAZE) L

Standardization Department of Industry and 2024
Demonstration Information Technology of
Enterprises in the Field Anhui Province
of Industry and
Information Technology
of Anhui Province (%
B LG B I e
fLR#ERZE) oo

Single Champion of Department of Industry and 2024
Manufacturing Information Technology of Anhui
Enterprises of Anhui Province
Province (&ZHIHE Wik
BRI S A RARSE)

Anhui Excellence Brand Administration for Market Regulation 2024
Model Enterprise (“f3 of Anhui Province
A REEARZE) L

Anhui Industrial Department of Industry and 2023
Excellence (%I 12K Information Technology of Anhui
T P Province

Single Champion of Department of Industry and 2023
Manufacturing Information Technology of Anhui
Enterprises of Anhui Province
Province (& Wik
HIHEHEE TR, .. ..

High-tech Enterprise (Fi#f Department of Science and 2022

HfidE). oo

Technology of Anhui Province,
Anhui Provincial Department of
Finance and Anhui Provincial Tax
Service, State Taxation
Administration
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Award/Recognition Awarding Institution/Authority Award Year

National Specialized and Ministry of Industry and Information 2022
Innovative “Little Giant” Technology of the PRC
Enterprise (%R A
R NE AR . L
Science and Technology SOE Reform Leading Group Office of 2022
Reform Model the State Council
Enterprise in SOE
Reform (B4R ek &R ok
IRHEARZEY)
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CONNECTED TRANSACTIONS

OVERVIEW

We have, in our ordinary and usual course of business, entered into a number of
transactions with certain entities that will become our connected persons (as defined under
Chapter 14A of the Listing Rules) upon Listing. Such transactions will continue after the
Listing and will therefore constitute our continuing connected transactions under the Listing
Rules.

CONNECTED PERSONS
We have entered into a number of transactions with Huaibei Mining Group and/or its
associates that will become our connected persons (as defined under Chapter 14A of the Listing

Rules) upon Listing, including:

Connected Persons Connected Relationship

Huaibei Mining Group and
its associates .........

Huaibei CR Gas Co., Ltd.
(fEAL T BR R A PR |
(“CR Gas”)

Huaibei Mining Group is one of our Controlling Shareholders,
holding approximately 45.09% of our equity interests upon
completion of the Global Offering (assuming the Over-allotment
Option is not exercised)

CR Gas is an associate of Huaibei Jiantou Holding, which is one
of our Controlling Shareholders, holding approximately 29.91%
of our equity interests upon completion of the Global Offering

(assuming the Over-allotment Option is not exercised)

SUMMARY OF OUR NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Proposed Annual Caps

For the years ending
December 31,

2026
(RMB thousand)

Nature of

transactions Counterparty 2025 2027 Applicable Rules Waiver Sought

Non-exempt continuing connected transactions (subject to reporting, annual review and announcement requirements)

1. .. Sales of ceramic Huaibei Mining 4,000 4,400 4,840 14A.34, 14A.35, Announcement

fiber and/or its 14A.53, 14A.76, requirement
associates 14A.105

2. .. Procurement of Huaibei Mining 2,000 3,000 3,000 14A.34, 14A.35, Announcement

services Group and/or its 14A.53, 14A.76, requirement
associates 14A.105

3. .. Procurement of coal Huaibei Mining 2,500 3,500 4,000 14A.34, 14A.35, Announcement

and materials Group and its 14A.53, 14A.76, requirements

associates 14A.105
Non-exempt continuing connected transactions (subject to reporting, annual review, announcement, circular and independent
Shareholders’ approval requirements)

4. .. Procurement of CR Gas 20,000 N/A N/A 14A.34, 14A.35, Announcement,
natural gas 14A.36, 14A.53, circular and
14A.76, 14A.105 independent
Shareholders’
approval
requirements
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NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS SUBJECT TO
REPORTING, ANNUAL REVIEW AND ANNOUNCEMENT REQUIREMENTS

In our ordinary and usual course of business, we have entered into the following
transactions for which, as our Directors currently expect, the highest applicable percentage
ratio calculated for the purpose of Chapter 14A of the Listing Rules will be more than 0.1%
but less than 5% on an annual basis. Under Rule 14A.76(2) of the Listing Rules, these
transactions will be subject to the reporting, annual review and announcement requirements
under Chapter 14A of the Listing Rules but will be exempted from the independent
Shareholders’ approval requirement under Chapter 14A of the Listing Rules.

1. Sales of ceramic fiber

Parties
Huaibei Mining Group (for itself and on behalf of its associates); and
Our Company

Principal terms

We entered into a sales of ceramic fiber framework agreement with Huaibei Mining
Group on November 21, 2025 (the “Sales of Ceramic Fiber Framework Agreement”),
pursuant to which our Company will sell, from time to time, ceramic fiber produced by our
Company, to Huaibei Mining Group and/or its associates, to satisfy the needs of their business
operation.

The initial term of the Sales of Ceramic Fiber Framework Agreement shall commence on
the Listing Date until December 31, 2027, subject to renewal by mutual consent and
compliance with all applicable laws and regulations.

We will separately enter into specific agreements with Huaibei Mining Group and/or its
associates which will set out the specific terms and conditions, including sales volume and
sales price of ceramic fiber, fees and payment methods.

Pricing terms

The price of ceramic fiber shall be determined with reference to (i) the relevant costs and
expenses of our production of ceramic fiber; and (ii) the prevailing market price of ceramic
fiber. To obtain information of market price, our Company will regularly monitor the
movements of the market price of ceramic fiber from public sources and make reference to
transaction prices with at least two Independent Third Parties. In particular, we will seek
quotation from other independent third party buyers in the same or neighboring regions as
references to ensure the sales prices of ceramic fiber to Huaibei Mining Group and/or its
associates will be no less favourable to the Company than those available to Independent Third
Parties. The parties shall determine the final sales price based on arm’s length negotiations.
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Reasons for the transactions

Our Company use calcined kaolin as the main raw material to produce ceramic fiber, and
the trial production of ceramic fiber started in the fourth quarter of 2024. The sales prices of
ceramic fiber to Huaibei Mining Group and/or its associates will be no less favourable to the
Company than those available to Independent Third Parties. Taking into account of the above,
our Directors consider that the sale of ceramic fiber to Huaibei Mining Group and its associates
is beneficial to our Company.

Historical amounts

Our Company launched the sales of ceramic fiber in the fourth quarter of 2024, and thus
we did not have historical transactions amount with Huaibei Mining Group for the sales of
ceramic fiber during the Track Record Period. For the three months ended December 31, 2024,
the transaction amount for the sales of ceramic fiber from our Company to Huaibei Mining
Group and/or its associates is approximately RMB2,973,000, and for the five months ended
May 31, 2025, the transaction amount for the sales of ceramic fiber from our Company to
Huaibei Mining Group and/or its associates is approximately RMB2,757,000.

Annual caps and basis of annual caps
The maximum aggregate annual transaction amounts under the Sales of Ceramic Fiber
Framework Agreement for the three years ending December 31, 2027 shall not exceed the caps

set out below:

For the year ending December 31,

2025 2026 2027

(RMB thousand)

Sales of ceramic fiber . ... ... ....... 4,000 4,400 4,840

The above proposed annual caps with respect to the sales of ceramic fiber are determined
with reference to:

(a) the historical transaction amount between our Company and Huaibei Mining Group
for the sale of ceramic fiber for the three months ended December 31, 2024 and the
five months ended May 31, 2025;

(b) the expected expansion of ceramic fiber production of our Company. In particular,
our Company commenced the operation of our ceramic fiber production line in the
expanded Chamotte Plant, and also the ceramic fiber industry is expected to grow
because of the estimated price increase in ceramic fiber, according to Frost &
Sullivan;

(c) the expected increasing demand for ceramic fiber of Huaibei Mining Group due to
the overall increase in market size of ceramic fiber; and

(d) the estimate increase in the sale price of ceramic fiber as to approximately 2.3% in
the coming three years, according to Frost & Sullivan.
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2.  Procurement of services

Parties
Huaibei Mining Group (for itself and on behalf of its associates); and
Our Company

Principal terms

We entered into a procurement of services framework agreement with Huaibei Mining
Group on November 21, 2025 (the “Procurement of Services Framework Agreement”),
pursuant to which our Company may from time to time procure from Huaibei Mining Group
and/or its associates certain types of services (including but not limited to equipment
inspection service, onsite examination service, design service, and maintenance service) for
our daily operation.

The initial term of the Procurement of Services Framework Agreement shall commence
on the Listing Date until December 31, 2027, subject to renewal by mutual consent and
compliance with all applicable laws and regulations.

We will separately enter into specific agreements with Huaibei Mining Group and/or its
associates which will set out the specific types, terms and requirements for the services
provided by Huaibei Mining Group and/or its associates, fees and payment terms.

Pricing terms

The price for each type of services will be determined on a cost plus basis with reference

to the actual costs and expenses incurred by Huaibei Mining Group and/or its associates in

providing the relevant services to us and the market price of relevant services.

Set out below are the specific pricing policies for different types of services under the
Procurement of Services Framework Agreement:

Type of services Pricing policy

Equipment inspection service . ..... Price to be determined with reference to the
type of equipment inspection, the complexity
of the inspection steps, and the cost and
salaries of personnel needed of the inspection

Physical examination service ...... Fixed examination fee per person

Design services ................ Price to be determined with reference to
project complexity and negotiations between
the parties and specific field of work

Maintenance services ............ Price to be determined with reference to the
type of maintenance object and the salaries of
personnel needed for the maintenance
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For the purpose of ascertaining market prices, the procurement team of our Company will
(i) conduct public biding procedure in which at least three bidders (including bidders that are
Independent Third Parties) will participate. Our Company will review and evaluate terms and
conditions (including pricing of relevant service) submitted by the bidders and select the most
favourable terms to the Company; or (ii) conduct price inquiry and obtain quotations from at
least two suppliers that are Independent Third Parties. This would ensure that the terms
provided by Huaibei Mining Group and/or its associates are no less favourable to our Company
than available to Independent Third Parties.

Reasons for the transactions

Our Company has been procuring services, including but not limited to drilling and
inspection service, physical examination service, design service, and repairing service, from
Huaibei Mining Group and/or its associates and other Independent Third Parties to facilitate
our business operation during the Track Record Period. Given our long cooperation history
with Huaibei Mining Group and/or its associates, Huaibei Mining Group and/or its associates
are very familiar with our production and operation requirements for relevant services. Our
Directors consider that procurement of services from Huaibei Mining Group and/or its
associates would allow us to benefit from the consistent quality of the services provided by
Huaibei Mining Group and/or its associates.

Historical amounts

Set out below are the historical transaction amounts for the above mentioned procurement
of services during the Track Record Period:

For the five
months ended
For the year ended December 31, May 31,

2022 2023 2024 2025

(RMB thousand)
Procurement of services. . .. 6,234.0 996.0 2,043.0 259.0
Annual caps and basis of annual caps
The maximum aggregate annual transaction amounts under the Procurement of Services
Framework Agreement for the three years ending December 31, 2027 shall not exceed the caps

set out below:

For the year ending December 31,

2025 2026 2027

(RMB thousand)

Procurement of services. . ........... 2,000 3,000 3,000
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The above proposed annual caps are determined with reference to:

(a) the historical transaction amounts for the procurement of services between our
Company and Huaibei Mining Group and/or its associates during the Track Record
Period. During the Track Record Period, the Company would consider whether the
pricing and terms provided Huaibei Mining Group and/or its associates are most
favorable to the Company to determine whether to procure the relevant service from
them or otherwise from Independent Third Parties. The decrease of procurement of
services fees from 2022 to 2023 and for the five month ended May 31, 2025 was
because we sourced similar service from Independent Third Parties who was able to
provide the most suitable service to us with competitive pricing terms;

(b) the expected labor cost for provision of services by Huaibei Mining Group and/its
associates and other Independent Third Party service providers in general (including
but not limited increase of salary of service staff) in the three years ending
December 31, 2027; and

(c) the demand of our Company for relevant services above to meet our expected
business needs in the three years ending December 31, 2027. In particular, as our
Company commenced the operation of our expanded Chamotte Plant for crystal
phase transformation and development of the deep processing project of mullite-
based aluminosilicate materials, resulting in an expected increase in production
capacity. Therefore, our demand for the relevant service from Huaibei Mining Group
and/or its associates may increase accordingly in the three years ending December
31, 2027, such as equipment inspection service, onsite examination service and

maintenance services.

3. Procurement of coal and materials
Parties

Huaibei Mining Group (for itself and on behalf of its associates); and

Our Company
Principal terms

We entered into a coal and materials procurement framework agreement with Huaibei
Mining Group on November 21, 2025 (the “Coal and Materials Procurement Framework
Agreement”), pursuant to which our Company may from time to time procure from Huaibei

Mining Group and/or its associates coal and auxiliary materials for production, which will be

used in the daily business operation of our Company.
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The initial term of the Coal and Materials Procurement Framework Agreement shall
commence on the Listing Date until December 31, 2027, subject to renewal by mutual consent

and compliance with all applicable laws and regulations.

Our Company will separately enter into specific agreements with Huaibei Mining Group
and/or its associates which will set out the specific terms and conditions, including types of
coal and/or materials, standards and specifications, quantity and quality required, fees and
payment methods of products provided by Huaibei Mining Group and/or its associates.

Pricing terms

The price for coal is calculated by multiplying the unit price by actual weight. The unit
price of coal shall be determined with reference to (i) market price and conditions; (ii) relevant
local industry index prices, including but not limited to the BSPI (Bohai Rim Thermal Coal
Price Index), the CCTD Qinhuangdao 5500 Kcal Comprehensive Transaction Price and the
NCEI 5500 Kcal Comprehensive Price published by the National Coal Exchange Center; (iii)
coal quality characteristics; and (iv) transportation costs. In addition, the Company will use
quality adjustment mechanism (including parameters such as moisture, sulfur percentage,
volatile matter, ash content and calorific value) to determine the price of coals.

The price for each type of auxiliary materials for production will be determined with
reference to (i) the prevailing market price of such material; and (ii) the price of such material
provided by Independent Third Parties to our Company.

For the purpose of ascertaining market prices, the procurement team of our Company will
(i) conduct public biding procedure in which at least three bidders (including bidders that are
Independent Third Parties) will participate. Our Company will review and evaluate terms and
conditions (including pricing of relevant material) submitted by the bidders and select the most
favourable terms to the Company; or (ii) conduct price inquiry and obtain quotations from at
least two providers that are Independent Third Parties. This would ensure that the terms
provided by Huaibei Mining Group and/or its associates are no less favourable to our Company
than those provided by Independent Third Parties.

Reasons for the transactions

Our Company has been purchasing coal and auxiliary materials for production from
Huaibei Mining Group and/or its associates during the Track Record Period for our daily
business operation. Given our long cooperation with Huaibei Mining Group and/or its
associates, Huaibei Mining Group and/or its associates are very familiar with our production
and operation requirements. In addition, the close proximity of Huaibei Mining Group and/or
its associates will improve the transportation efficiency of coal and materials. Our Directors
consider that procurement of coal and materials from Huaibei Mining Group and/or its
associates would allow us to benefit from the consistent quality and supply of the coal and
auxiliary materials by Huaibei Mining Group and/or its associates.
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Historical amounts

Set out below are the historical transaction amounts for the above mentioned procurement
of coal and auxiliary materials for production during the Track Record Period:

For the five
months ended
For the year ended December 31, May 31,

2022 2023 2024 2025

(RMB thousand)

Procurement of coal and
auxiliary materials for
production . ........ 14,198.0 7,791.0 18.0 -

Annual caps and basis of annual caps
The maximum aggregate annual transaction amounts under the Coal and Materials
Procurement Framework Agreement for the three years ending December 31, 2027 shall not

exceed the caps set out below:

For the year ending December 31,

2025 2026 2027

(RMB thousand)

Procurement of coal and auxiliary
materials for production .......... 2,500 3,500 4,000

The above proposed annual caps are determined with reference to:

(a) the historical transaction amounts for the procurement of coal and auxiliary
materials for production between our Company and Huaibei Mining Group and/or its
associates during the Track Record Period. During the Track Record Period, the
Company would consider whether the pricing and terms provided Huaibei Mining
Group and/or its associates for its coal and auxiliary products are most favorable to
the Company to determine whether to procure such coal and auxiliary products from
them or otherwise from Independent Third Parties. During the Track Record Period,
we sourced similar products from Independent Third Parties who were able to
provide the most competitive pricing terms. Coal and auxiliary materials are
necessary for powering the production plants for production, and the Company has
had and is expected to continue to have demand for coal materials as fuel in its

production process;
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(b) as of the Latest Practicable Date, the procurement amount of approximately
RMB1,200,000, which represents the aggregated procurement amount during
September and October 2025. Based on the aggregated procurement during
September and October 2025 and the Company’s internal production plan, the total
procurement amount from Huaibei Mining Group and/or its associates for 2025 is
expected to be not more than RMB2,500,000;

(c) the demand of our Company for coal and auxiliary materials for production to meet
our expected business needs for the three years ending December 31, 2027. In
particular, our Company expects to enhance our production capacity, including
commencing the operation of our expanded Chamotte Plant for crystal phase
transformation and development of the deep processing project of mullitebased
aluminosilicate materials. We plan to expand our annual production capacity to 70
kt of refractory mullite granules and build a new kaolin fine powder production line
with an annual production capacity of 60 kt. The deep processing project of
mullite-based aluminosilicate materials further requires coal and auxiliary materials
to power its production, which leads to an increasing demand of coal and auxiliary
materials in the next three years ending December 31, 2027; and

(d) the estimated increase in the costs of coal and auxiliary materials (including but not
limited to an estimate rise in logistic costs by 3% to 5% due to the expected labor
costs increase in the next three years, according to Frost & Sullivan) will lead to the
increase of the sale price of the coal and auxiliary materials.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS SUBJECT TO
REPORTING, ANNUAL REVIEW, ANNOUNCEMENT, CIRCULAR AND
INDEPENDENT SHAREHOLDERS’ APPROVAL REQUIREMENTS

We have entered into the following transaction which, as our Directors currently expect,
the highest applicable percentage ratio calculated for the purpose of Chapter 14A of the Listing
Rules will be more than 5% on an annual basis. Under Rule 14A.76(2) of the Listing Rules,
these transactions will be subject to the reporting, annual review, announcement, circular and
independent Shareholders’” approval requirements under Chapter 14A of the Listing Rules.
4. Procurement of natural gas
Parties

CR Gas; and

Our Company
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Principal terms

We entered into a gas procurement agreement with CR Gas on October 28, 2023 (the
“Natural Gas Procurement Framework Agreement”), pursuant to which our Company may
from time to time procure natural gas from CR Gas as heat source for its daily production and
operation.

The term of the Natural Gas Procurement Framework Agreement remain in effect from
October 28, 2023, but shall not extend beyond December 31, 2025, without renewal by mutual
agreement by the parties and compliance with all applicable laws and regulations. As a public
utility service provider, CR Gas would normally enter into standard natural gas procurement
agreement for a term of one year with all its customers to satisfy the public demand, and the
Company has entered into the natural gas procurement agreement with CR Gas per annum for
the last seven years.

Our Company will separately enter into specific agreements with CR Gas which will set
out the specific terms and conditions, including standards and specifications of the natural gas,
quantity and quality required, fees and payment methods.

Pricing terms

The price of natural gas is determined based on (i) the official sales price of natural gas
for non-residential use published by the government price administration authority, subject to
adjustment from time to time, and (ii) a tiered discount policy applicable to clients with large
consumption volume agreed by the parties, resulting in more favorable gas price for the
Company compared to other non-residential gas users.

CR Gas is the only natural gas supplier of Huaibei City. The pricing and other terms of
its gas supply are under supervision of local government price administration authority. As
required by local laws and regulations, the pricing and terms provided by CR Gas to our
Company are no less favourable than those provided by CR Gas to other similar gas users.

Reasons for the transactions

CR Gas is the only natural gas supplier of Huaibei City, and our Company has been
purchasing natural gas from CR Gas during the Track Record Period as heat source for our
daily production and operation. Given our long-term cooperation with CR Gas, CR Gas is very
familiar with our production needs and capable of meeting our operation requirements. In
addition, the close proximity of CR Gas will improve the transportation efficiency and costs
of natural gas. Our Directors consider that procurement of natural gas from CR Gas would
allow us to benefit from the consistent quality and supply of the natural gas provided by CR
Gas.
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Historical amounts

Set out below are the historical transaction amounts for the above mentioned procurement

of natural gas during the Track Record Period:

For the five
months ended
For the year ended December 31, May 31,

2022 2023 2024 2025

(RMB thousand)

Procurement of natural gas . 32,293.0 28,601.0 21,168.0 9,306.0

Annual cap and basis of annual cap

The maximum aggregate annual transaction amount under the Natural Gas Procurement

Framework Agreement for the year ending December 31, 2025 shall not exceed the cap set out

below:
For the year ending
December 31, 2025
(RMB thousand)
Procurement of natural gas ......... ... ... ... .. .. .. .... 20,000

The above proposed annual cap is determined with reference to:

(a)

(b)

(c)

the historical transaction amounts for the procurement of natural gas between our
Company and CR Gas during the Track Record Period. The decrease of procurement
of natural gas costs from 2022 to 2024 was because our Company adopted a mixed
energy supply structure of coal and natural gas for our current production, thus
adjusting allocation between natural gas and coal based on their market price to save
production cost;

the expected demand of our Company for natural gas as heat source to meet our
production needs. The Company has constructed a new rotary kiln, a part of the new
production line for precision casting mullite products, which has commenced
operation in 2025, therefore its natural gas consumption is expected to rise in 2025.
As specified in the approval for the newly constructed kilns project by the relevant
regulatory authorities, our Company expects to apply natural gas as energy; and

the procurement amount for the ten months ended October 31, 2025 of
approximately RMB15,023 thousand.
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WAIVER APPLICATION FOR NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

Under Rule 14A.76(2) of the Listing Rules, the transactions under the subsections headed
“— Non-exempt continuing connected transactions subject to reporting, annual review and
announcement requirements” and “— Non-exempt continuing connected transactions subject
to reporting, annual review, announcement, circular and independent Shareholders’ approval
requirements” will constitute our continuing connected transactions subject to those
requirements under Chapter 14A of the Listing Rules.

As those non-exempt continuing connected transactions are expected to continue on a
recurring and continuing basis and have been fully disclosed in this prospectus, our Directors
consider that compliance with the announcement, circular and the independent Shareholders’
approval requirements (as the case may be) would be impractical, and such requirements would
lead to unnecessary administrative costs and would be unduly burdensome to us.

Accordingly, we have applied to the Hong Kong Stock Exchange for, and the Hong Kong
Stock Exchange has granted, waivers exempting us from strict compliance with (i) the
announcement requirement under Chapter 14 A of the Listing Rules in respect of the continuing

113

connected transactions as disclosed in “— Non-exempt continuing connected transactions
subject to reporting, annual review and announcement requirements” in this section; and (ii)
the announcement, circular and independent Shareholders’ approval requirements under
Chapter 14A of the Listing Rules in respect of the continuing connected transactions as
disclosed in “— Non-exempt continuing connected transactions subject to reporting, annual
review, announcement, circular and independent Shareholders’ approval requirements” in this
section, subject to the condition that the aggregate amounts of the continuing connected
transactions for each financial year shall not exceed the relevant amounts set forth in the

respective annual caps (as stated above).

In the event of any future amendments to the Listing Rules imposing more stringent
requirements than those applicable as of the Latest Practicable Date on the continuing
connected transactions referred to in this prospectus, we will take immediate steps to ensure

compliance with such new requirements within reasonable time.

CONFIRMATION FROM OUR DIRECTORS

Our Directors (including our independent non-executive Directors) are of the view that
the non-exempt continuing connected transactions as set out above have been and will be
carried out in our ordinary and usual course of business and on normal commercial terms or
better, and are fair and reasonable and in the interest of our Company and Shareholders as a
whole, and the proposed annual caps for those transactions are fair and reasonable and in the
interest of our Company and Shareholders as a whole.
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CONFIRMATION FROM THE JOINT SPONSORS

Having taken into account (i) the documentation and information provided by the
Company; and (ii) due diligence conducted and discussions with the Company, the Joint
Sponsors are of the view that (a) the non-exempt continuing connected transactions as set out
above have been and will be carried out in the ordinary and usual course of business of our
Company and on normal commercial terms or better that are fair and reasonable in the interests
of our Company and the Shareholders as a whole; and (b) the proposed annual caps for those
transactions are fair and reasonable and in the interest of our Company and Shareholders as a
whole.

INTERNAL CONTROL MEASURES TO SAFEGUARD SHAREHOLDERS’
INTERESTS

In order to further safeguard the interests of the Shareholders as a whole, our Company
has implemented or will implement the following internal control measures in relation to the

continuing connected transactions:

(a) Our Company has approved internal guidelines which provide that if the value of
any proposed connected transaction is expected to exceed certain thresholds, the
relevant staff must report the proposed transactions to the head of the relevant
business in order for our Company to commence the necessary additional
assessment and approval procedures and ensure that we will comply with the
applicable requirements under Chapter 14A of the Listing Rules. The Board and
other internal departments of our Company will be jointly responsible for evaluating
the terms under the framework agreements for our Company’s continuing connected
transactions, in particular, the fairness of the pricing policies and annual caps under
each agreement;

(b) Our Company will provide information and supporting documents to the
independent non-executive Directors and the auditors in order for them to conduct
an annual review of the continuing connected transactions entered into by our
Company. In accordance with the requirements under the Listing Rules, the
independent non-executive Directors will provide an annual confirmation to the
Board as to whether the continuing connected transactions have been entered into in
the ordinary and usual course of business of our Company, are on normal
commercial terms and are in accordance with the agreement governing them on
terms that are fair and reasonable and in the interests of the Shareholders as a whole,
and the auditors will provide an annual confirmation to the Board as to whether
anything has come to their attention that causes them to believe that the continuing
connected transactions have not been approved by the Board, are not in accordance
with the pricing policies of our Company in all material respects, are not entered
into in accordance with the relevant agreements governing the transactions in all
material respects or have exceeded the cap;
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(c)

(d)

when considering the fees and amounts payable by our Company in respect of
transactions, services or goods provided by our connected persons, we will regularly
review and consider the prevailing market conditions and practices, and make
reference to the pricing and terms between us and independent third parties for
comparable services or similar transactions (if available), to make sure that the
terms and conditions offered by/to our connected persons based on commercial
negotiations are fair and reasonable and are based on normal commercial terms or
no less favorable terms to our Company; and

when considering any renewal or revision to the agreements after Listing, the
interested Directors and Shareholders shall abstain from voting on the resolutions to
approve such transactions at Board meetings or Shareholders’ general meetings (as
the case may be). If the independent Directors’ or independent Shareholders’
approvals cannot be obtained, we will not continue the transactions under the
framework agreement(s) to the extent that they constitute non-exempt continuing
connected transactions under Rule 14A.35 of the Listing Rules.
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OVERVIEW

Our Board consists of ten Directors, comprising three executive Directors, three non-
executive Director and four independent non-executive Directors. The major powers and
functions of the Board include, but are not limited to, convening the general meetings,
presenting reports to the general meetings, implementing the resolutions passed at the general
meetings, determining the operational plans and investment plans of the Company, determining
the annual financial budgets and final accounts of the Company, determining the fundamental
management systems of the Company, formulating profit distribution plans and loss recovery
plans of the Company, and exercising other powers and functions as conferred by the Articles

of Association.

Our Supervisory Committee consists of three Supervisors, comprising two Shareholder
representative Supervisors and one employee representative Supervisor. The Supervisory
Committee is responsible for supervising the performance of duty of the Board and the senior
management of the Company and overseeing the financial conditions of the Company. The
employee representative Supervisor is elected by our employees, while the shareholder
representative Supervisors are elected at the Shareholders’ general meetings. Our Supervisors
are appointed for a term of three years and are eligible for re-election upon expiry of their term
of office.

Our senior management is responsible for the management of day-to-day operations of
the Company.

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The following table sets forth certain information of our Directors:

Relationship
with other
Date of Directors,
Date of appointment Supervisors
Roles and joining our as a and senior
Name Age Position(s) responsibilities Company Director management

Mr. Zhang 55 Chairman of the ~ Responsible for ~ May 2019 October 10,  None

Kuang . . .. Board and the overall 2023
Executive strategic
Director planning and
major
operational
decisions
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Relationship
with other
Date of Directors,
Date of appointment Supervisors
Roles and joining our as a and senior
Name Age Position(s) responsibilities Company Director management
Ms. Wang 51 Executive Responsible for  July 2022 July 20, 2022 None
Yuli ... Director, executing major
General Manger  decisions of the
Board of our
Company
Ms. Chen Yan . 42 Executive Responsible for ~ July 2017 November None
Director and daily production 13, 2023
Deputy Chief of our Company
Engineer
Mr. Jiao 57 Non-executive Providing June 2022 June 16, None
Daojie . . . . Director professional 2022
opinion and
judgement to
the Board
Mr. Yang 56 Non-executive Providing June 2022 June 16, None
Chong . . .. Director professional 2022
opinion and
judgement to
the Board
Mr. Li 59 Non-executive Providing June 2022 June 16, None
Zhuangzhi . . Director professional 2022
opinion and
judgement to
the Board
Mr. Jiang 54 Independent non-  Supervising and ~ November November None
Weidong . . . executive providing 2023 13, 2023
Director independent
judgment to the
Board
Mr. Li 54 Independent non-  Supervising and ~ November November None
Chenhui . . . executive providing 2023 13, 2023
Director independent

judgment to the
Board
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Relationship
with other
Date of Directors,
Date of appointment Supervisors
Roles and joining our as a and senior
Name Age Position(s) responsibilities Company Director management
Mr. Miao 40  Independent non-  Supervising and ~ November November None
Guanghong . executive providing 2023 13, 2023
Director independent
judgment to the
Board
Mr. Chan Ngai 44 Independent non-  Supervising and ~ October 2024 October 30,  None
Fan...... executive providing 2024
Director independent

judgment to the
Board

DIRECTORS
Executive Directors

Mr. Zhang Kuang (3R¥&), aged 55, is an executive Director and the Chairman of the
Board of our Company.

Mr. Zhang was appointed as the Chairman of the Board and an executive Director in
October 2023. Mr. Zhang has nearly 35 years of experience in the mining industry. He entered
the mining industry in July 1990 when he joined Shuoli Mining, and he served as a deputy head
of the transportation department from July 1998 to February 2003, the office director from
April 2005 to December 2011, the chief engineer of the safety supervision department and the
office director from December 2011 to July 2012, the deputy general manager from July 2012
to October 2019, and a non-executive director from April 2019 to September 2023. Mr. Zhang
also served as a non-executive director at Huaibei Shitai Mining Co., Ltd ({fEdtf1 & TR AR
BT/ ) from April 2019 to September 2023, and as deputy general manager of Shuoshi
Mining (¥4 #%2£), a management platform of Huaibei Mining Group to oversee its four
subsidiaries from June 2022 to October 2023. Mr. Zhang joined our Company in May 2019 and
served as the general manager at our Company from May 2019 to June 2022. He rejoined our
Company in October 2023 and was appointed as our chairman since then.

Mr. Zhang graduated from Huainan Industrial Institute (¥ T.3524F¢) (currently known
as Anhui University of Science and Technology (%3 T K£)) majoring in industrial
automation through correspondence study in Anhui Province, the PRC, in July 2000. He was
recognized as a senior engineer by our Company.
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Ms. Wang Yuli (£ EE), aged 51, is an executive Director and the General Manager of

our Company.

Ms. Wang was appointed as a Director and General Manager in July 2022. Ms. Wang has
more than 28 years of experience in the mining industry. She entered into the mining industry
in September 1995 when she joined Zhangzhuang Coal Mine of Huaibei Mining Group (¥t
i 2E R AL 0%). She then joined Huaibei Shuanglong Mining Co., Ltd. (fEJt BEFEMEE A R = 1T
vH]) in September 2004, where she served as a deputy section-level auditor in the political
work department from April 2012 to December 2013, and a supervisor in the discipline
inspection and audit department from December 2013 to August 2015. From August 2015 to
May 2020, she served as the deputy director of finance department at Huaibei Jiantou Holding
and subsequently worked as the director of its finance department from May 2020 to June
2022.

Ms. Wang obtained a bachelor’s degree in management from Anhui Institute of Finance
and Trade (ZB4 E 2 %) (currently known as Anhui University of Finance and Economics (%
U 88K EL)) through correspondence study in Anhui Province, the PRC, in December 2002.
Ms. Wang has been certified as a senior auditor by Auditing Profession Senior Qualification
Evaluation Committee of Anhui Province (%8 #5552 M IR 7F 2% Z B €) in December
2012.

Ms. Chen Yan (PR#f), aged 42, is an executive Director and a Deputy Chief Engineer of
our Company.

Ms. Chen was appointed as a Director in November 2023. Ms. Chen has more than 22
years of experience in the mining industry. From June 2002 to June 2022, she successively
served in various positions at Shuoli Mining, including as the community center youth league
secretary from June 2002 to December 2004, the deputy secretary of the youth league
committee from December 2004 to April 2013, the deputy chairman of the union and youth
league secretary from April 2013 to May 2016, and the human resources manager from May
2016 to July 2017. She also consecutively served as the head of human resources department,
head of operation and management department, assistant to general manager of our Company
from July 2017 to July 2023. She has been serving as a deputy chief engineer of our Company
since June 2022.

Ms. Chen obtained a bachelor’s degree in accounting from Anhui University of Science
and Technology through correspondence study in Anhui Province, the PRC, in October 2007.
Ms. Chen obtained a bachelor’s degree in accounting from Huaibei Normal University (¥ Jt
fifi#i K 22) through correspondence study in Anhui Province, the PRC, in July 2010. She was
certified as an assistant political engineer by our Company in May 2024. She was certified as
an intermediate economist by the Ministry of Human Resources and Social Security in
November 2024.
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Non-executive Director
Mr. Jiao Daojie (FEi&E#E), aged 57, is a non-executive Director of our company.

Mr. Jiao was appointed as a Director in June 2022 and has more than 34 years of
experience in the mining industry. From November 1993 to December 1996, he served as the
head of the supply and sales department of Huaibei Mining Bureau Taoyuan Coal Mine
Operation Company (HEJLTEES Rk B MR L8 2 /2 F]). He served several roles including the
director of the management office at Taoyuan Coal Mine of Huaibei Mining Co., Ltd. (VL%
RN A R IR E S 0%) from January 1997 to April 2011. From May 2011 to June 2011, he
joined Huaibei Mining (Group) Co., Ltd. Northwest Energy Company (VL35 (4L H) A R &
EAFIPEALEEIR S F]) as a deputy section-level officer. From May 2012 to December 2012, he
served as the head of the business assessment department at Taoyuan Coal Mine of Huaibei
Mining Co., Ltd. From January 2013 to November 2015, he worked as section chief in the
construction development department and in the board secretary’s office of Huaibei Mining
Group, where he subsequently served as the head of strategy committee of office for board of
director from December 2015 to June 2017. He then joined Wanhuai Investment as the director
of industry and investment from July 2017 to September 2018, and director of risk control from
October 2018 to February 2019. Since March 2019, he successively served as the deputy
director, director of the securities investment department, and securities affairs representative
of Huaibei Mining Holdings Co., Ltd. (MEJLTRZESE R A PR 7]), a company listed on the
Shanghai Stock Exchange (stock code: 600985).

Mr. Jiao obtained a bachelor’s degree in law from Anhui University (Z#(K£) in Anhui
Province, the PRC, in June 2002. He was certified as a senior economist by the Huaibei Mining
Group in November 2013.

Mr. Yang Chong (##), aged 56, is a non-executive Director of our Company.

Mr. Yang was appointed as a Director in June 2022. From July 1991 to December 1996,
Mr. Yang served as an engineer at the comprehensive operation department within the Forestry
Department of Huaibei Mining Bureau (WEJCHEHSRAKZEE). From January 1997 to October
1997, he worked as an engineer in the planning and development department of Huaibei
Mining Bureau, and then became the deputy director of the legal advisory office from October
1997 to June 2002. From June 2002 to September 2008, he served as the director of the office
at the Forestry Department of Huaibei Mining Bureau. Subsequently, from September 2008 to
June 2012, he was the director of the petition office and concurrently the deputy director at
Huaibei Mining Group. Since June 2012, he has been consecutively serving as the deputy
director, director of the legal compliance department and the vice president of the labour union
at Huaibei Mining Group.

Mr. Yang obtained a bachelor’s degree in food engineering from Anhui Mechanical and

Electrical Engineering College (‘Z##EEEPx) in Anhui Province, the PRC, in July 1991. He
was certified as an engineer by the Huaibei Mining Bureau ({fEJLH#%5 /7)) in December 1996.
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Mr. Li Zhuangzhi (ZAtE), aged 59, is a non-executive Director of our Company.

Mr. Li was appointed as a Director in June 2022. From August 1992 to April 2001, he
served as the chief accountant at Huaibei Trust Investment Company. He served as the deputy
general manager at Huaibei Jinkang Property Management Centre (0T & REYZEE L)
from May 2006 to August 2013. Subsequently, from September 2013 to June 2015, he was the
director of the financing department at Huaibei Transportation Investment Co., Ltd. (LT
M E A PR/ 7)), From July 2015 to February 2022, he served as the director of the business
department at Huaibei Tongchuang Financing Guarantee Group Co., Ltd. (MEIL T[] &l &
REEFE A PR/ ). From March 2022 to present, he served as a director and deputy general
manager of Huaibei Tongtai Copper and Gold Mining Co., Ltd. (MEdt iz e mEARA
).

Mr. Li graduated from Anhui Institute of Finance and Trade (currently known as Anhui
University of Finance and Economics) with an associate degree in accounting in Anhui
Province, the PRC, in December 1995. He was qualified as an intermediate financial economist
by the Ministry of Personnel of the People’s Republic of China (currently known as the
Ministry of Human Resources and Social Security of the People’s Republic of China) in
October 1996.

Independent Non-executive Directors

Mr. Jiang Weidong (38 %), aged 54, was appointed as an independent non-executive
Director in November 2023. Mr. Jiang has extensive experience in the academic field,
particularly in accounting education. He began his career in July 1995 as an assistant lecturer
at China University of Mining and Technology ("Bl K5), where he served until
December 1997. From January 1998 to December 2002, he worked as a lecturer at the same
university. Since January 2003, he has been serving as an associate professor in accounting at
China University of Mining and Technology.

Mr. Jiang obtained a bachelor’s degree in accounting in July 1992 and a master’s degree
in engineering in June 1995 from China University of Mining and Technology. He obtained a
doctor’s degree from China University of Mining and Technology in management science and
engineering in Jiangsu Province, the PRC, in June 2005.
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Mr. Li Chenhui (Z2#8), aged 54, was appointed as an independent non-executive
Director in November 2023. Mr. Li has extensive experience in the academic sector,
particularly in materials science and engineering. He began his professional journey in June
2000 as a postdoctoral fellow in materials science and engineering at Huazhong University of
Science and Technology (#H1#}4% KEE), a role he held until February 2002. He then advanced
to the position of associate professor at the School of Materials of the same institution, serving
from March 2002 to October 2015. Since November 2015, he has been a professor at the
School of Materials of Huazhong University of Science and Technology.

In addition to his academic roles, Mr. Li has been serving as a supervisor at Wuhan
Xintaige Materials Co., Ltd. (REZRBEMEABRATF) since September 2008 and an
independent non-executive director at Zhejiang Jicheng Advanced Ceramics Co., Ltd. (#{L#

BUH A B A PR 7)) since May 2023.

Mr. Li obtained a bachelor’s degree in mineral exploration engineering in July 1992 and
a master’s degree in engineering in May 1995 from Central South University of Technology (*
B L3R5 (currently known as Central South University (HHF§ K %£%)). He obtained a doctor’s
degree in materials science from Central South University (77 K%£) in Hunan Province, the
PRC, in December 1999.

Mr. Miao Guanghong (B &#4L), aged 40, was appointed as an independent non-executive
Director in November 2023. Mr. Miao has extensive experience in the academic field. He
began his career in June 2015 as a lecturer at the School of Force and Optoelectronic Physics
of Anhui University of Science and Technology, where he served until December 2019. Since
December 2019, he has been serving as an associate professor at the School of Force and
Optoelectronic Physics of the same university.

Mr. Miao obtained a bachelor’s degree in ammunition engineering and explosive
technology in June 2008 from Anhui University of Science and Technology. He obtained a
master’s degree in engineering mechanics in June 2012 from Lanzhou University of
Technology (F/H¥E T K#£) in Gansu province, the PRC. He obtained a doctoral degree in
engineering mechanics from the University of Science and Technology of China (7' [E#} 24
lT K%, in Anhui Province, the PRC, in June 2015.

Mr. Chan Ngai Fan (FRZE), aged 44, was appointed as an independent non-executive
Director in October 2024. Mr. Chan has extensive experience in the corporate sector,
particularly in financial and executive roles.

He began his career as an assurance assistant manager at Grant Thornton (¥J& €5 FlifT)
(currently known as JBPP & Company) from August 2007 to February 2011. Then he held the
position of a chief financial officer at Naigai Mining (China) Company Limited (IAZMEZE(H
B) A FR/AF]) from March 2011 to April 2015, and a chief financial officer of KPa-BM
Holdings Limited (f& JJ# /%A B/ F]), a company listed on the Stock Exchange (stock code:
2663.HK) from May 2015 to April 2018. He then held the position of non-executive director
from September 2016 to April 2018, executive director and chief financial officer from April
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2018 to January 2019, and non-executive director from January 2019 to March 2019 at
Shenzhen Mingwah Aohan High Technology Corporation Limited (3T BHHEMR ER}HL KA
B2 H]), a company listed on the Stock Exchange (stock code: 8301.HK). He also held the
position of chief financial officer and company secretary at Heysea International Yacht
Company Limited (¥ 2 Bl B % 2 A FR/A 7)) from May 2019 to April 2020. Mr. Chan served as
an independent non-executive director of Sanxun Holdings Group Limited (=325 E A KR
/3 H]), a company listed on the Stock Exchange (stock code: 6611.HK), from September 2019
to September 2023, and an independent non-executive director of Contel Technology Company
Limited (FRFFBEFHZAFR/AF]), a company listed on the Stock Exchange (stock code:
1912.HK) from March 2022 to June 2023.

Currently, Mr. Chan has served as an independent non-executive director of four
companies listed on the Stock Exchange and has served as a company secretary of four
companies listed on the Stock Exchange. He has served as a joint company secretary of
Centenary United Holdings Limited (H4C2HG# AR ), a company listed on the Stock
Exchange (stock code: 1959.HK) since January 2019, an independent non-executive director of
Leader Education Limited (3Zf8%( 8 A BR/2 1), a company listed on the Stock Exchange
(stock code: 1449.HK) since July 2020, an independent non-executive director of Capital
Finance Holdings Limited (F #B4 Ml A B2 F]), a company listed on the Stock Exchange
(stock code: 8239.HK) since January 2022, a company secretary of China Health Technology
Group Company Limited (B {@FREFHLEEPZE R AR F]), a company listed on the Stock
Exchange (stock code: 1069.HK) since May 2022, a company secretary of Zhengwei Group
Holdings Company Limited (1EBRSE ¥ A FRZA F]), a company listed on the Stock Exchange
(stock code: 2147.HK) since May 2022, a company secretary of Bison Finance Group Limited
(AREMEB AR, a company listed on the Stock Exchange (stock code: 0888.HK)
since August 2022, an independent non-executive director of Persistence Resources Group Ltd.
(FEHEREBAGRAF), a company listed on the Stock Exchange (stock code: 2489.HK)
since November 2023, and an independent non-executive director of Central Wealth Group
Holdings Limited, a company (H#4E AR/ F]) listed on the Stock Exchange (stock
code: 0139.HK) since July 2024.

Mr. Chan obtained a bachelor’s degree in arts (Honours) in accountancy from the Hong
Kong Polytechnic University in December 2007, and a master’s degree in corporate
governance from the same university in October 2013. Mr. Chan is a Certified Public
Accountant (Practising) in Hong Kong authorized by Accounting and Financial Reporting
Council in January 2024. He was admitted to graduateship of The Institute of Chartered
Secretaries & Administrators in December 2016 and was admitted as an associate of The Hong
Kong Institute of Chartered Secretaries (currently known as The Hong Kong Chartered
Governance Institute). He is also a Chartered Secretary and a Chartered Governance
Professional of The Hong Kong Chartered Governance Institute.
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BOARD OF SUPERVISORS

The following table sets forth certain information of our Supervisors:

Relationship
with other
Date of Directors,
Date of appointment Supervisors
Roles and joining our as a and senior
Name Age Position(s) responsibilities Company Supervisor management
Mr. Ding 38  Chairman of the Supervising the June 2022 June 2022 None
Haojie . . . . Supervisory Board and senior
Committee management as
well as operation
and financial
activities of our
Company
Mr. Hu 50 Supervisor Supervising the June 2022 June 2022 None
Yuhong . . . Board and senior
management as
well as operation
and financial
activities of our
Company
Mr. Zhu 50 Employee Supervising the November June 2022 None
Jiangiang . . representative Board and senior 2018
Supervisor management as

well as operation
and financial
activities of our
Company

Mr. Ding Haojie (T J&4%), aged 38, is the Chairman of the Supervisory Committee of our

Company.

Mr. Ding was appointed as Chairman of the Supervisory Committee in June 2022. Mr.

Ding served as a chief accountant at Huaibei Nanhu Scenic Area Construction Command
Office (MEJL T Rg I 5 [ i 5% F548#K) from November 2013 to February 2019. From March
2019 to October 2019, he served as chief accountant at Huaibei Jiantou Holding. Since

November 2019, he has been serving successively as the deputy director and director of the

discipline inspection and supervision department at Huaibei Jiantou Holding.
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Mr. Ding received his bachelor’s degree in Anhui University of Finance and Economics
in financial management in Anhui Province, the PRC, in July 2012. He was granted with the
economic professional qualification by Human Resources and Social Security Bureau of the
People’s Republic of China in November 2018.

Mr. Hu Yuhong (#/R4L), aged 50, is a Supervisor of our Company.

Mr. Hu was appointed as a Supervisor in June 2022. From March 2007 to December 2017,
he worked at Linhuan Zhongli Power Generation Co., Ltd. (Ei¥-h#]35%E AR/ F) as the
director of the human resources department. From January 2018 to July 2019, he continued at
Linhuan Zhongli Power Generation Co., Ltd as the secretary of the discipline inspection
commission. From August 2019 to November 2023, he served as the head of the second
disciplinary inspection team at Huaibei Mining Group. Since November 2023, he has been
serving as the chairman of the board and general manager at Huaibei Juneng Power Generation

Co., Ltd. (MEALRAERE EAT PR 7).

Mr. Hu obtained a master’s degree in business administration from China University of
Mining and Technology in Jiangsu Province, the PRC, in December 2011. He was certified as
a senior economics by Economics Profession Senior Qualification Evaluation Committee of
Anhui Province in November 2013.

Mr. Zhu Jiangiang (5KE23&), aged 50, is an employee representative Supervisor of our
Company.

Mr. Zhu worked in Shuoli Mining from October 1997 to November 2018, where he
consecutively served as an officer in the publicity department, a member of the discipline
inspection commission, and the office director. From November 2018 to November 2019, Mr.
Zhu served as the office director and chairman of the labour union at Shuoli Mining. From
November 2018 to June 2022, he served as the chairman of the labour union of our Company.
Mr. Zhu has been serving as a president of trade union since November 2018, a deputy chief
engineer since July 2022 and head of safety production and management department since June
2024.

Mr. Zhu graduated from Anhui Normal University through self-education in Chinese
literature in June 2008. Mr. Zhu graduated from China University of Petroleum (East China)
(FEIA MR E(FHESR)) in mining engineering through correspondence study in Shandong
Province, the PRC, in July 2014. Mr. Zhu was recognized as a senior political engineer by our
Company.

Save as disclosed in this prospectus, none of our Directors and Supervisors (i) held any
other positions in our Company as of the Latest Practicable Date; (ii) had any other relationship
with any Directors, Supervisors, senior management or Controlling Shareholders of our
Company as of the Latest Practicable Date; (iii) held any directorship in any other listed
companies in the three years immediately prior to the date of this prospectus or (iv) had any
other matters with respect to his/her appointment that need to be brought to the attention of our
Shareholders or any information that is required to be disclosed pursuant to Rule 13.51(2)(a)
to (v) of the Listing Rules.
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SENIOR MANAGEMENT

The following table sets forth certain information of the senior management of the
Company:

Relationship
with other
Date of Directors,
Date of appointment  Supervisors
Roles and joining our  as a Senior and senior
Name Age Position(s) responsibilities Company  Management management
Mr. Zhang 55 Chairman of the ~ Responsible for the May 2019 October 2023 None
Kuang . . . . Board and overall strategic
Executive planning, major
Director operational
decisions
Ms. Wang Yuli. 51 General Manger ~ Responsible for July 2022 July 2022 None
and Executive executing major
Director decision of the
Board of our
Company
Ms. Chen Yan . 42 Executive Responsible for July 2017 November None
Director and daily production 2023
Deputy Chief of our Company
Engineer
Mr. Wang Wei. 47 Deputy General ~ Responsible for June 2023 June 2023 None
Manager, Chief ~ corporate
Financial governance and
Officer, board finance
secretary, and management of
joint company our Company
secretary
Mr. Zhu 48 Deputy General ~ Responsible for June 2023 June 2023 None
Zejian . . . . Manager safety production,
system
construction, and
quality control of
our Company
Mr. Jiang Tao . 37 Deputy General ~ Responsible for December December None
Manager and corporate 2023 2023
Chief Engineer governance,
overseeing
technical
operations and
engineering

management of
our Company
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Relationship
with other
Date of Directors,
Date of appointment  Supervisors
Roles and joining our  as a Senior and senior
Name Age Position(s) responsibilities Company Management management
Mr. Xu 42 Deputy General ~ Responsible for December December None
Xueliang . . . Manager safety production, 2023 2023
mechanical
management,
information
construction and
project
development
Group
Mr. Li Jingang. 53 Deputy General ~ Responsible for November October 2024 None
Manager sales of products 2022

of our Company

Mr. Zhang Kuang (3R#) is the Chairman of the Board and an executive Director of our
Company. For the biographical details of Mr. Zhang, see “— Directors — Executive Director”.

Ms. Wang Yuli (EERE) is an executive Director and a General Manager of our
Company. For the biographical details of Ms. Wang, see “— Directors — Executive Director”.

Ms. Chen Yan (FR%f) is an executive Director and a Deputy Chief Engineer of our
Company. For the biographical details of Ms. Chen, see “— Directors — Executive Director”.

Mr. Wang Wei (E%8), aged 47, is the Deputy General Manager, Chief Financial Officer,

Board secretary and joint company secretary of our Company.

From February 1997 to October 2013, Mr. Wang worked at Luling Coal Mine of Huaibei
Mining Co., Ltd. (MEILTEIEM N A PR F] A8 HE) where he served consecutively as the
deputy head of the finance department, the deputy secretary of the discipline inspection
commission, the head of the supervision and audit department, the head of the coal
management department and the head of the finance department. Mr. Wang joined Anhui
Hwasu Co., Ltd. (ZBEEBRAD AR/ F]) (a company listed on the Shanghai Stock Exchange
(stock code: 600935)) in October 2013 as the head of the finance and assets department. From
December 2016 to June 2018, he served as deputy general manager of operations, concurrently
holding positions as head of the materials department, manager of the sales department, and
board secretary. From June 2018 to May 2023, he was the financial director and board
secretary. Since June 2023, Mr. Wang has been serving as the Deputy General Manager, and
Chief Financial Officer at our Company. He has also been serving as the board secretary since
October 2023. He has been appointed as a joint company secretary since October 15, 2024.
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Mr. Wang graduated from Anhui University of Science and Technology in accounting
through correspondence study in July 2009 and in chemical engineering and technology
through correspondence study in July 2023, in Anhui Province, the PRC. Mr. Wang was granted
with intermediate business administration professional in February 2013 and intermediate audit
professional in December 2014 by the Human Resources and Social Security Department of
Anhui Province. He was qualified as a senior accountant in January 2016 by Accounting
Profession Senior Qualification Evaluation Committee of Anhui Province. He was also
qualified as a senior corporate compliance specialist in April 2024 by the China Enterprise
Evaluation Association.

Mr. Zhu Zejian (5R7Z#), aged 48, is the Deputy General Manager of our Company since
June 2023.

Mr. Zhu served various roles at Qinan Coal Mine of Huaibei Mining Co., Ltd. ti=)ES
e A BR A FIAR R M%), including chief technician of the No. 3 coal mining area, deputy
district head, and district head from June 2000 to March 2010. He served as district head of
the No. 3 comprehensive mining area from March 2010 to August 2011. Following this, he
served as director of the safety production information center from August 2011 to October
2012. From October 2012 to June 2023, he served as deputy chief engineer and deputy mine
manager for coal mining. He has been served as a Deputy General Manager and manager of raw

ore branch of our Company since June 2023.

Mr. Zhu graduated from Anhui University of Science and Technology in mining
engineering in Anhui province through correspondence study, the PRC, in January 2007. He
achieved an educational level equivalent to an MBA in business administration from Anhui
Business Administration College (B TREMERE) in Anhui province, the PRC, in
December 2015. He was recognized as a senior engineer by our Company in May 2024.

Mr. Jiang Tao (&), aged 37, is the Deputy General Manager and Chief Engineer of our
Company since December 2023.

From July 2014 to August 2018, Mr. Jiang served as the deputy head and later head of the
geology and survey department at Yangzhuang Coal Mine of Huaibei Mining Co., Ltd. (#t
M SE AR A PR FIAHE/ETE). He then served as the deputy chief engineer of geology and
survey department at Yangzhuang Coal Mine of Huaibei Mining Co., Ltd. (#EJCH%ZE R4 BR
I3 AR HEIERE) from August 2018 to February 2020. From February 2020 to November 2023,
he served as deputy chief engineer of geology and survey department and head of the
production technology management department at Tongting Coal Mine of Huaibei Mining Co.,

Lid. (EILAERSERAD A R R B S HE6R).

Mr. Jiang obtained a bachelor’s degree in geological engineering from Anhui University
of Science and Technology in Anhui Province, the PRC, in July 2010. He obtained a master’s

degree in in geological engineering from the same university in December 2017.
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Mr. Xu Xueliang (RE %), aged 42, is the Deputy General Manager of our Company
since December 2023.

From September 2004 to November 2019, Mr. Xu worked at Xutuan Coal Mine of
Huaibei Mining Co., Ltd. (fEJbBEZERAA FR S B FFmEEH%), where he held various roles
including senior technician, deputy section chief, deputy district head, district head, labour
union chairman, section chief of the electromechanical department, and deputy chief engineer
of electromechanics. From November 2019 to November 2023, he served as deputy chief
engineer of electromechanics and deputy mine manager at Zhuxianzhuang Coal Mine of

Huaibei Mining Co., Ltd. (JEILTEZERL A FRAS 5] AR ALFESE6).

Mr. Xu obtained a bachelor’s degree from Anhui University of Science and Technology
in automation in Anhui Province, the PRC, in July 2004. He was recognized as a senior
engineer by our Company.

Mr. Li Jingang (Z& ), aged 53, is the Deputy General Manager of our Company since
October 2024.

From July 1992 to November 2022, Mr. Li successively served various roles at Shuoli
Coal Mine (ELTRFECER) AR EEA R ELE), including head of the planning
department, technical supervisor and deputy district head of the comprehensive tunnelling
district, deputy director of the management department (at the division level), and safety
deputy chief engineer. In November 2022, Mr. Li joined our Company, where he served as
deputy chief engineer until October 2024. He has been served as a deputy general manager of
our Company since October 2024.

Mr. Li obtained a bachelor’s degree in mine construction from Huainan Mining Institute
(EFEIEZEERE), in Anhui province, the PRC, in July 1992. He was recognized as a senior
engineer by our Company.

JOINT COMPANY SECRETARIES

Mr. Wang Wei (E#) is the board secretary and a joint company secretary of our
Company. For the biographical details of Mr. Wang Wei, see “— Senior Management”.

Ms. Sze Suet Ling (#ZE ) is the joint company secretary of our Company. Ms. Sze has
over 15 years of experiences in corporate secretarial field.

Ms. Sze is an associate member of both The Hong Kong Chartered Governance Institute
and The Chartered Governance Institute in the United Kingdom since November 2014.
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CONFIRMATION FROM OUR DIRECTORS
Rule 8.10 of the Listing Rules

None of our Directors had interests in any other companies as of the Latest Practicable
Date that may, directly or indirectly, compete with our business and 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 December 12, 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 confirms (i) his/her independence as
regards each of the factors referred to in Rule 3.13(1) to (8) of the Listing Rules, (ii) that he/she
has no past or present financial or other interest in the business of the Company 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 appointment.
MANAGEMENT CONTINUITY

During the Track Record Period, Mr. Zhang Kuang is responsible for deciding on matters
in relation to strategic planning, important personnel appointment and removal, investment
decision of major projects, utilization of large amount of funds and annual production and
operation plan of our Company (“All Major Issues”), regardless of his position as general
manager of our Company between May 2019 and June 2022, deputy general manager of
Shuoshi Mining between June 2022 and October 2023, and chairman of our Company since
October 2023.

Mr. Zhang joined our Company in May 2019 and served as our general manager from May
2019 to June 2022, responsible for our Company’s All Major Issues. He has deep expertise and
knowledge of our Company’s overall management and operation, policies and the industry, and
has been instrumental in our Company’s past development and growth. In June 2022, our
Controlling Shareholder Huaibei Mining Group designated Shuoshi Mining as a management
platform to oversee its four subsidiaries, including our Company. Mr. Zhang was removed from
his position of our Company’s general manager, but continued to be in-charge of deciding All
Major Issues of our Company in his capacity of deputy general manager of Shuoshi Mining
between June 2022 and October 2023 pursuant to an official document of Huaibei Mining
Group, namely “Notice on the appointment and dismissal of Zhang Kuang” ( {Bir5R MR
R A (FET%EE[2020]4%9%)). In October 2023, Huaibei Mining Group discontinued the
platform management model of Shuoshi Mining, and Mr. Zhang Kuang re-joined our Company
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as an executive director and chairman of the Board since then. As such, significant
responsibilities with respect to our Company’s business operations and management were
primarily bestowed upon Mr. Zhang Kuang and that his contributions have continued
throughout the Relevant Period and up to the date of this prospectus.

In addition, our Company has no subsidiary as of the Latest Practicable Date and mainly
conducts its business and production through its direct management over its three plants,
namely, Mining Plant, Chamotte Plant, and Mullite Precision Casting Sand and Powder Plant,
and its three core business departments, namely Safety Production and Management
Department, Technology R&D Center and Sales Department, which are overseen by a group of
its senior officials (the “Management Committee”). Considering mining of kaolin ore is a
critical operation which plays a vital role in our Company’s business development, the three
plants are front-line production arms of our Company. Meanwhile, the three core business
departments of our Company are key supportive departments of our Company at middle and
back offices, which closely collaborate with our Company’s three plants to formulate and
implement the production, development, and sales plans of our Company. Accordingly, the
members of the Management Committee, which are most relevant to the trading results of our
Company, includes our senior managers, as well as the heads of three plants and three core
business departments of our Company who report directly to the senior managers of our
Company. A majority of our Executive Directors and the members of the Management
Committee had continued to serve our Company throughout the Track Record Period and up
to the Latest Practicable Date, and all the Executive Directors and the members of the
Management Committee are under the overall supervision and management by Mr. Zhang
Kuang.

In light of the above, the key decision-making authority of our Company remain
substantially unchanged considering Mr. Zhang Kuang has been primarily entrusted to make
decisions over our Company’s All Major Issues during the Track Record Period, and that the
actual operation of our Company had been carried out through the Executive Directors and the
members of the Management Committee, who are under the overall supervision and
management by Mr. Zhang Kuang. As such, our Company is able to satisfy the management
continuity requirement during the Track Record Period under Rule 8.05(1)(b) of the Listing
Rules.

Based on the documents provided by the Company and the independent due diligence
conducted by the Joint Sponsors, which included but not limited to: (i) discussion with the
management and Directors of the Company to understand the historical management changes
during the Track Record Period; (ii) review of the employment records relating to Mr. Zhang
Kuang’s roles and responsibilities during the Track Record Period; (iii) review of the meeting
agendas and minutes of major board meetings and shareholders’ meetings of the Company
during the Track Record Period; (iv) review of the Articles of Association; and (v) assessment
of the internal review and approval guidelines of the Company during the Track Record Period,
nothing has come to the attention of the Joint Sponsors that would cast reasonable doubt on the
views and conclusions of the Directors that the Company satisfied the management continuity
requirement under the Rule 8.05(1)(b) of the Listing Rules.
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BOARD COMMITTEES

Our Company has established four Board Committees in accordance with the relevant
PRC laws and regulations, the Articles and the corporate governance practice under the Listing
Rules, namely the Audit and Risk Committee, the Remuneration and Appraisal Committee, the
Nomination Committee, and Strategy and Investment Committee.

Audit and Risk Committee

We have established Audit and Risk Committee in compliance with the Corporate
Governance Code set out in Appendix C1 to the Listing Rules. The Audit and Risk Committee
consists of three non-executive Directors, namely Mr. Jiang Weidong, Mr. Chan Ngai Fan and
Mr. Yang Chong. Mr. Jiang Weidong currently serves as the chairman of the Audit and Risk
Committee. The primary duties of the Audit and Risk Committee are as follows:

(i) to make recommendations to the Board on the appointment, replacement and
removal of an external auditor, consider and approve the remuneration and terms of
engagement of an external auditor and any questions of its resignation or dismissal;

(ii) to review and monitor the external auditor’s independence and objectivity and the
effectiveness of the audit process in accordance with applicable standards. The
Audit and Risk Committee shall discuss with the external auditor the nature and

scope of the audit and reporting obligations before the audit commences;

(ii1) to develop and implement policies on engaging an external auditor to provide
non-audit services;

(iv) to review and supervise the truthfulness, completeness and correctness of financial
statement, annual report and accounts and interim report;

(v) to review the financial policy, risk management and internal control evaluation
system of the Company;

(vi) to facilitate communications between the internal audit department and the external
auditor; and

(vii) other matters required by laws, regulations, regulatory documents, the rules of the
securities regulatory authority of the place where the Shares of the Company are
listed and the requirements of the Articles of Association, and as authorized by the
Board.
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Remuneration and Appraisal Committee

We have established Remuneration and Appraisal Committee in compliance with the

Corporate Governance Code set out in Appendix C1 to the Listing Rules. The Remuneration

and Appraisal Committee consists of three Directors, namely Mr. Miao Guanghong, Mr. Jiang

Weidong and Mr. Li Zhuangzhi. Mr. Miao Guanghong currently serves as the chairman of the

Remuneration and Appraisal Committee. The primary duties of the Remuneration and

Appraisal

()

(ii)

(ii)

(iv)

v)

(vi)

(vii)

(viii)

Committee are as follows:

to organize and formulate the remuneration policy and plan of Directors and senior
management with reference to their main duties, scope, importance, time
commitment and salary level of relevant positions. The remuneration plan and
policy mainly include but are not limited to performance evaluation standards,
procedures and main evaluation systems, and main plans for rewards and
punishments, and shall include benefits in kind, pension rights and compensation
payments (including compensation for loss or termination of their office or
appointment);

to make recommendations to the Board on the remuneration packages of the
executive Directors and senior management;

to make recommendations to the Board on the remuneration of non-executive
directors;

to consider salaries paid by comparable companies, time commitment and
responsibilities and employment conditions elsewhere in our Company;

to study and make recommendations to the Board on the appraisal criteria for
Directors and senior management, review the performance of Directors (excluding
independent non-executive Directors) and senior management and conduct annual
performance appraisals;

to review and approve the compensation payable to the executive Directors and
senior management for their loss or termination of office or appointment to ensure
that such compensation is consistent with the contractual terms and is otherwise fair
and not excessive;

to review and approve the compensation arrangements relating to dismissal or
removal of the Directors for misconduct to ensure that such compensation is

consistent with the contractual terms and is otherwise fair and not excessive;

to ensure that no Director or any of his associates is involved in deciding his own

remuneration;
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(ix)

(x)

to supervise the implementation of the remuneration procedures and review the

relevant remuneration policies on a regular basis; and

to review and/or approve relevant share schemes as set out in Chapter 17 of the
Listing Rules.

Nomination Committee

We have established Nomination Committee in compliance with the Corporate

Governance Code set out in Appendix C1 to the Listing Rules. The Nomination Committee

consists of three Directors, namely Mr. Li Chenhui, Mr. Jiang Weidong and Ms. Wang Yuli. Mr.

Li Chenhui currently serves as the chairman of the Nomination Committee. The primary duties

of the Nomination Committee are as follows:

(1)

(ii)

(ii)

(iv)

v)

(vi)

(vii)

to review the size and composition of the Board (including the skills, knowledge and
experience) at least annually and make recommendations on any proposed changes
to the Board to complement our Company’s corporate strategy;

to formulate the corporate governance policies and standards, monitor the
implementation, and make recommendations to the Board;

to examine the select standards and procedures of directors and senior management
and make recommendation to the Board, and supervise the training and development

plan of directors and senior management;

to identify individuals suitably qualified to become board members and select and
make recommendations to the Board on the selection of individuals nominated for
directorships;

to assess the independence of the independent non-executive Directors;

to make recommendations to the Board on the appointment or re-appointment of
Directors and succession planning for Directors (in particular the chairman of the
Board and the general manager); and

other matters required by laws, regulations, regulatory documents, the rules of the
securities regulatory authority of the place where the Shares of the Company are
listed and the requirements of the Articles of Association, and as authorized by the
Board.

-298 -



DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Strategic and Investment Committee

We have established the Strategic and Investment Committee with the purpose of
enhancing strategic and investment decision-making processes of our Company. The Strategic
and Investment Committee consists of three Directors, Mr. Zhang Kuang, Mr. Li Chenhui and
Mr. Miao Guanghong. Mr. Zhang Kuang currently serves as the chairman of the Strategic and
Investment Committee. The primary responsibilities of the Strategic and Investment
Committee are as follows:

(i) to research and propose recommendations for our Company’s long-term strategic
development plan;

(i) to examine and advise on major investment and financing proposals that require
Board approval as stipulated in the Articles of Association;

(iii) to consider and provide suggestions on significant capital operations and asset
management projects needing Board approval; and

(iv) to research and advise on other major matters affecting our Company’s development
and monitors the implementation of these matters to ensure effective execution.

BOARD DIVERSITY POLICY

Pursuant to our board diversity policy, selection of Board candidates will be based on a
range of diversity perspectives, including but not limited to gender, age, cultural and
educational background, industry experience, technical capabilities, professional qualifications
and skills, knowledge, length of service and other related factors. We will also consider our
own business model and special needs. The ultimate selection of Director candidates will be
based on merits of the candidates and contribution that the candidates will bring to our Board.

Our Board currently consists of two female Directors and eight male Directors with a
balanced mix of knowledge and skills, including but not limited to overall management and
strategic development, finance, accounting and risk management. Our Directors are of the view
that the Board satisfies our board diversity policy.

Our Nomination Committee is responsible for the implementation of our board diversity
policy. Upon completion of the Listing, our Nomination Committee will review our board
diversity policy from time to time to ensure its continued effectiveness and we will disclose the
implementation of our board diversity policy in our corporate governance report on an annual
basis.
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REMUNERATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The Directors, Supervisors and senior management members receive remuneration in the
forms of salaries, allowances, contribution to pension schemes, discretionary bonuses and
other benefits in kind.

The aggregate amount of remuneration (including salaries, allowances, contribution to
pension schemes and discretionary bonuses) and other benefits in kind paid to our Directors,
Supervisors and senior management for the three years ended December 31, 2024 and the five
months ended May 31, 2025 were approximately RMB1.5 million, RMB1.6 million, RMB3.3
million and RMB1.8 million, respectively.

Under the arrangements currently in force, the aggregate amount of remuneration
(including any discretionary bonus which may be paid) payable by our Company to our
Directors and Supervisors for the financial year ending December 31, 2025 is expected to be
approximately RMB1.5 million.

The five highest paid employees during the three years ended December 31, 2024 and the
five months ended May 31, 2025 included two, nil, one and two Directors, respectively. The
aggregate amount of fees, salaries, allowances, discretionary bonus, pension schemes
contribution and other benefits in kind (if applicable) paid to remaining highest paid employees
for the three years ended December 31, 2024 and the five months ended May 31, 2025 were
approximately RMB1.1 million, RMB2.0 million, RMB2.1 million and RMBO0.9 million.

During the Track Record Period, there was no remuneration paid or payable by our
Company to our Directors, Supervisors or the five highest-paid individuals as an inducement
to join or upon joining our Company. During the Track Record Period, there was no
compensation paid or payable by our Company to our Directors, former Directors, Supervisors,
former Supervisors or the five highest-paid individuals for the loss of any office in connection
with the management of the affairs of our Company.

During the Track Record Period, none of our Directors or Supervisors has waived or
agreed to waive any remuneration or benefits in kind for the past three years. Save as disclosed
above, there was no other payments paid or payable by our Company to our Directors,
Supervisors or the five highest-paid individuals during the Track Record Period.
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COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

We are committed to achieving high standards of corporate governance which are crucial
to our development and safeguard the interests of our Shareholders. To accomplish this, we
expect to comply with the corporate governance requirements under the Corporate Governance
Code and Corporate Governance Report as set out in Appendix C1 to the Listing Rules after
the Listing.

JOINT COMPLIANCE ADVISORS

We have appointed Guoyuan Capital (Hong Kong) Limited and Goldlink Capital
(Corporate Finance) Limited as our Joint Compliance Advisors pursuant to Rule 3A.19 of the
Listing Rules. The Joint Compliance Advisors will provide us with guidance and advice as to
compliance with the Listing Rules and other applicable laws, rules, codes and guidelines.
Pursuant to Rule 3A.23 of the Listing Rules, the Joint Compliance Advisors will advise our
Company in certain circumstances including:

a.  before the publication of any regulatory announcement, circular or financial report;

b. where a transaction, which might be a notifiable or connected transaction, is

contemplated, including share issues and share repurchases;

c.  where we propose to use the proceeds of the Global Offering in a manner different
from that detailed in this prospectus or where our business activities, developments
or results deviate from any forecast, estimate or other information in this prospectus;
and

d.  where the Hong Kong Stock Exchange makes an inquiry to our Company regarding
unusual movements in the price or trading volume of its listed securities or any other
matters in accordance with Rule 13.10 of the Listing Rules.

The term of the appointment will commence on the Listing Date and is expected to end

on the date on which our Company complies with Rule 13.46 of the Listing Rules in respect
of our financial results for the first full financial year commencing after the Listing.
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OVERVIEW

As of the Latest Practicable Date, Huaibei Mining Group, directly and indirectly through
its wholly-owned subsidiary Wanhuai Investment, is entitled to control the exercise of 60.13%
of the voting rights of our Company. Huaibei Mining Group was held as to 62.96% by Anhui
SASAC and 37.04% by Anhui Energy Group, which is wholly owned by Anhui SASAC.
Immediately following the completion of the Global Offering (assuming the Over-allotment
Option is not exercised), Huaibei Mining Group, directly and indirectly through its wholly-
owned subsidiary Wanhuai Investment, will be entitled to control the exercise of approximately
45.09% of the voting rights of the Company. As such, each of Huaibei Mining Group, Wanhuai
Investment and Anhui Energy Group constitutes a Controlling Shareholder of our Company.

In addition, as of the Latest Practicable Date, Huaibei Jiaotou is entitled to control the
exercise of 39.87% of the voting rights of our Company. Huaibei Jiaotou is wholly owned by
Huaibei Jiantou Holding. Immediately following the completion of the Global Offering
(assuming the Over-allotment Option is not exercised), Huaibei Jiaotou will be entitled to
control the exercise of approximately 29.91% of the voting rights of the Company.
Considering, among others, (i) the historical voting patterns of Huaibei Mining Group and
Huaibei Jiaotou with respect to major issues of the Company have been consistent, and (ii)
Huaibei Mining Group is controlled by Anhui SASAC and Huaibei Jiaotou is controlled by
Huaibei SASAC, which is under the supervision of Anhui SASAC, it is not anticipated that any
major disagreement will arise between Huaibei Mining Group and Huaibei Jiaotou in terms of
major issues to be considered at the general meetings of the Company after the Listing. As such
each of Huaibei Jiaotou and Huaibei Jiantou Holding constitutes a Controlling Shareholder of
our Company. For details of the Controlling Shareholders’ shareholding in the Company, please
refer to “History, Development and Corporate Structure”.

PRINCIPAL BUSINESS OF OUR COMPANY AND THE CONTROLLING
SHAREHOLDERS

Our Principal Business

Our principal business involves production and sales of precision casting mullite products
and refractory mullite products, which are essential materials for precision casting shell mold
and refractory materials. We also sell raw coke and raw powder to customers for further

processing.
Principal business of Huaibei Mining Group

Huaibei Mining Group was established on March 15, 1993 with a registered capital of
approximately RMB4,784.0 million. Huaibei Mining Group is a large group with coal-fired
power generation, chemical products and modern services as its leading industries, and its
principal business involves external equity investment. As of the Latest Practicable Date,
Huaibei Mining Group holds (i) 60.50% equity interests in Huaibei Mining Holdings Co., Ltd.
CHEALTE SEHE B L4 A FRZA A), a company listed on the Shanghai Stock Exchange (stock code:
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600985), the principal businesses of which are coal mining, coal washing, coal processing as
well as production and sales of coal chemical products, (ii) 47.12% equity interests in Anhui
Hwasu Co., Ltd. (Z#HEB By A PR/ FA]), a company listed on the Shanghai Stock Exchange
(stock code: 600935), the principal businesses of which are production and sales of chlor-alkali
chemical products based on PVC and caustic soda, and (iii) 85.0% equity interests in Linhuan
Water Co. Ltd. (Bfi/KHBAs AR/ F]), a company listed on the NEEQ, the principal
businesses of which are production and sales of industrial purified water and demineralized
water.

Principal business of Wanhuai Investment

Wanhuai Investment was established on March 30, 2017 with a registered capital of
approximately RMBS500 million. Its principal business involves bond investment, securities
fund investment, business management consulting, financial consulting and information

consulting services.
Principal business of Anhui Energy Group

Anhui Energy Group was established on April 9, 1994 with a registered capital of RMB10
billion. Its principal business involves power generation (including thermal, wind, solar and
biomass energy), natural gas infrastructure and supply (pipelines, city gas, and LNG
terminals), and integrated energy services.

Principal business of Huaibei Jiaotou

Huaibei Jiaotou was established on July 19, 2013 with a registered capital of
approximately RMB1,320 million. Its principal business involves operation and investment of
urban public transportation projects.

Principal business of Huaibei Jiantou Holding

Huaibei Jiantou Holding was established on April 24, 2008 with a registered capital of
approximately RMB1,250 million. Its principal business involves investment and management
of infrastructure construction projects. As of the Latest Practicable Date, Huaibei
Jiantou Holding holds 75.0% equity interests in Huaibei Greengold Industry Investment Co.,
Ltd. (b EWE A A R/ F]), a company listed on the Stock Exchange (stock code:
2450), the principal businesses of which are sales of aggregate products and concrete products

for construction purpose.
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CONFIRMATION OF NO COMPETING INTERESTS

Each of our Controlling Shareholders confirms that, as of the Latest Practicable Date, it
did not have any interest in a business, apart from the business of our Company, 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 THE CONTROLLING SHAREHOLDERS

Having considered the following factors, our Directors are satisfied that our business will
function independently from the Controlling Shareholders and their close associates after the
completion of the Global Offering.

Management Independence

Our business is managed and conducted by our Board and senior management. Our Board
consists of three executive Directors, three non-executive Director and four independent
non-executive Directors. Our Directors believe that our Company is capable of maintaining
management independence due to the following reasons:

(i) our executive Directors and all our senior management members, who did not hold
any management position in our Controlling Shareholders or their respective close
associates, are responsible for the day-to-day management and operation of our
Company;

(i) Although our Directors, Mr. Yang Chong and Mr. Jiao Daojie, currently hold certain
positions in our Controlling Shareholder Huaibei Mining Group or its subsidiary,
and Mr. Li Zhuangzhi, currently holds certain positions in the subsidiary of our
Controlling Shareholder Huaibei Jiantou Holding, they are non-executive Directors
of the Company and are not involved in the daily operation of the Company;

(ii1) each of our Directors is aware of his/her fiduciary duties as a director of our
Company which require, among other things, that he/she acts for the benefit and in
the best interests of our Company and does not allow any conflict between his/her
duties as a Director and his/her personal interests;

(iv) in the event that there is a potential conflict of interest arising out of any transaction
to be entered into between our Company and the Controlling Shareholders, the
interested Directors shall abstain from voting at the relevant Board meetings of our
Company in respect of such transactions and shall not be counted in the quorum;

(v) our Board has a balanced composition of executive Directors, non-executive
Director and independent non-executive Directors which ensures the independence
of our Board in making decisions affecting our Company. Specifically, all of our
four independent non-executive Directors are independent of the Controlling
Shareholders and have extensive experience in its areas of expertise. See “Directors,
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Supervisors and Senior Management”. All of our independent non-executive
Directors are appointed in accordance with the requirements under the Listing Rules
to ensure that the decisions of our Board are made only after due consideration of
independent and impartial opinions; and

(vi) upon completion of the Global Offering, our Company will adopt series of corporate
governance measures to manage conflicts of interest, if any, between our Company
and the Controlling Shareholders, which would support our independent

13

management. See “— Corporate Governance Measures” in this section below for

further information.

Therefore, our Directors believe that our Company has sufficient and effective control
mechanisms to ensure that the Directors perform their respective duties properly and safeguard
the interests of our Company and our Shareholders as a whole.

Based on the above, the Directors believe that our Board as a whole and together with our
senior management team are able to perform the managerial responsibility in our Company
independently.

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 Listing:

(i) we are not reliant on trademarks owned by our Controlling Shareholders, or by other
companies controlled by our Controlling Shareholders;

(i) we are the holder of all relevant licenses material to the operation of our business;
(iii) we have independent access to our customers and suppliers;

(iv) we have sufficient capital, facilities, equipment and employees to operate our
business independently from our Controlling Shareholders;

(v) we have our own administrative and corporate governance infrastructure, including
our own accounting, legal and human resources departments; and

(vi) none of our Controlling Shareholders or their respective close associates have any

interests in any business which competes or is likely to compete with the business
of our Company.
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We have entered into a number of transactions with Huaibei Mining Group. See
“Connected Transactions” in this prospectus for further details of, and the reasons for entering
into, these transactions.

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 treasury function. We are
capable of obtaining financing from third parties, if necessary, without reliance on our
Controlling Shareholders.

As of the Latest Practicable Date, we have one outstanding loan from Huaibei Mining
Group in the amount of RMB80,000,000. The loan was applied by Huaibei Mining Group, as
a directly controlled entity of Anhui SASAC, to Anhui SASAC on behalf of the Company and
granted to the Company through Huaibei Mining Group for the purpose of funding our
“Diversified Comprehensive Utilization Project for High-quality Coal-associated” (“the
High-quality Coal-associated Project”) to enhance the utilization rate of coal-associated
kaolin or promote its applicability. Other than above, as of the Latest Practicable Date, we did
not have any outstanding loans or non-trade balances granted, guaranteed or pledged by any of
our Controlling Shareholders to us.

Our Directors are of the view that we are capable of carrying on our business
independently from, and the loan granted by Huaibei Mining Group stated above do not place
undue reliance on, our Controlling Shareholders and their respective close associates after the
Listing for the following reasons:

(1) we have sufficient capital to operate our business independently. As of the Latest
Practicable Date, our banking deposit balance amounted to approximately
RMB86,259,448. We are capable of obtaining, if necessary, financing from
Independent Third Parties banks without relying on any guarantee or security
provided by our Controlling Shareholders and/or their close associates. In particular,
as of the Latest Practicable Date, we have obtained the credit facility approval from
an independent third-party commercial bank that is willing to provide our Company
with loans in the amount of RMB212.5 million in aggregate (the “Loans”), without
any assistance, guarantee or security from our Controlling Shareholders or its
associates for the purpose of funding our High-quality Coal-associated Project,
subject to certain customary requirement of such bank, which the Company does not
foresee any difficulties in satisfying such requirement. Having considered the
financial status and business development of the Company, the Company considers
that it would be in the best interests of the Company and its shareholders to maintain
the current loan from Huaibei Mining Group to fund our High-quality Coal-
associated Project; and
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(2)

we have an independent financial system and make financial decisions according to
our Company’s own business needs independently. We have internal control and
accounting systems and an independent finance department. None of our Controlling
Shareholders and/or their close associates interferes with our use of funds.

CORPORATE GOVERNANCE MEASURES

Our Directors recognize the importance of good corporate governance to protect the

interests of our Shareholders. Our Company would adopt the following corporate governance

measures to manage potential conflict of interests between our Group and the Controlling

Shareholders and their respective close associates upon Listing:

(1)

(ii)

(iii)

(iv)

v)

where a Board meeting is held for the matters in which any Director has a material
interest, such Director(s) shall abstain from voting on the relevant resolutions and
shall not be counted in the quorum for the voting;

where a Shareholders’ meeting involves proposed transactions in which the
Controlling Shareholders or their respective close associates has a material interest,
the Controlling Shareholders or their respective close associates will not vote on the
resolutions and shall not be counted in the quorum in the voting;

our Company has established internal control mechanisms to identify connected
transactions. Upon Listing, if our Company enters into connected transactions with
the Controlling Shareholders or any of their respective close associates, our
Company will comply with the relevant requirements of Chapter 14A of the Listing
Rules, including the announcement, reporting and independent shareholders’
approval requirements (if applicable) under the Listing Rules;

our Board will consist of a balanced composition of executive and non-executive
Directors, including more than one-third of whom are independent non-executive
Directors, to ensure that our Board is able to effectively exercise independent
judgment in its decision-making process and provide independent advice to our
Shareholders. Our independent non-executive Directors, individually and
collectively, possess the requisite knowledge and experience. They are committed to
providing impartial and professional advice to protect the interests of our minority
Shareholders;

our Directors (including the independent non-executive Directors) will seek
independent and professional opinions from external advisers at our Company’s cost
as and when appropriate in accordance with the Code on Corporate Governance
Practices and Corporate Governance Report as set out in Appendix C1 to the Listing
Rules; and
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(vi) we have appointed Guoyuan Capital (Hong Kong) Limited and Goldlink Capital
(Corporate Finance) Limited as our Joint Compliance Advisors, which will provide
advice and guidance to us in respect of compliance with the Listing Rules and
applicable laws, rules, codes and guidelines, including but not limited to various
requirements relating to corporate governance.

Based on the above, our Directors are satisfied that sufficient corporate governance
measures have been put in place to manage conflicts of interest between our Company and the
Controlling Shareholders and/or Directors to protect minority Shareholders’ rights after
Listing.
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So far as our Directors are aware, immediately following the completion of the Global
Offering, the following persons are expected to have an interest in the Shares or underlying
Shares of our Company which would fall to be disclosed to us pursuant to the provisions of
Divisions 2 and 3 of Part XV of the SFO, or, who are, directly or indirectly, interested in 10%
or more of the nominal value of any class of our share capital carrying rights to vote in all
circumstances at general meetings of our Company:

Shares held following
the completion of the
Global Offering

Shares held as (assuming the
Nature Class of of the Latest Over-allotment Option
Name of shareholder of interest Shares Practicable Date is not exercised)
Number Percentage Number Percentage
Huaibei Mining Beneficial Domestic 41,820,759 57.37% 41,820,759 43.03%
Group"”. . . ... ... interest Shares
Interest in Domestic 2,007,299 2.75% 2,007,299 2.06%
controlled Shares
corporation
Anhui Energy Interest in Domestic 43,828,058 60.12% 43,828,058 45.09%
Group®. .. ... ... controlled Shares
corporation
Huaibei Jiaotou. . . . . . Beneficial Domestic 29,066,258 39.87% 29,066,258 29.91%
interest Shares
Huaibei Jiantou Interest in Domestic 29,066,258 39.87% 29,066,258 29.91%
Holding™® .. ... .. controlled ~ Shares
corporation
Notes:

(1) As of the Latest Practicable Date, Wanhuai Investment holds approximately 2.75% of equity interest in
the Company, and Huaibei Mining Group holds 100% of the equity interest in Wanhuai Investment.
Therefore, Huaibei Mining Group is deemed to be interested in the Shares held by Wanhuai Investment
in the Company under the SFO.

(2)  As of the Latest Practicable Date, Huaibei Mining Group is directly owned by Anhui Energy Group as
to 37.04%. Therefore, Anhui Energy Group is deemed to be interested in the Shares held by Huaibei
Mining Group in the Company under the SFO.

(3)  As of the Latest Practicable Date, Huaibei Jiaotou is wholly owned by Huaibei Jiantou Holding.
Therefore, Huaibei Jiantou Holding is deemed to be interested in the Shares held by Huaibei Jiaotou in
the Company under the SFO.

Save as disclosed herein, the Directors are not aware of any other person who will,
immediately following the Global Offering (and the offering of any additional H Shares
pursuant to the Over-allotment Option), have an interest or short position in Shares or
underlying Shares of the Company, which would be required 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, 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 general meeting of the Company.
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OUR SHARE CAPITAL
Immediately before the Global Offering

As of the Latest Practicable Date, the registered share capital of our Company was
RMB72,894,316 comprising 72,894,316 Shares with a nominal value of RMB1.00 each.

Upon the Completion of the Global Offering

Immediately after the Global Offering, assuming that the Over-Allotment Option is not
exercised, the share capital of the Company will be as follows:

Approximate %
of the enlarged
issued share
capital after the

Description of Shares Number of Shares Global Offering
Domestic Shares . ......................... 72,894,316 75%
H Shares to be issued pursuant to the Global

Offering . . . ... ... ... . .. 24,300,000 LS%

Total .. ... ...l 97,194,316 100%

Immediately after the Global Offering, assuming that the Over-Allotment Option is fully
exercised, the share capital of the Company will be as follows:

Approximate %
of the enlarged
issued share
capital after the

Description of Shares Number of Shares Global Offering
Domestic Shares . ......................... 72,894,316 72.29%
H Shares to be issued pursuant to the Global

Offering . . . ... ... . . .. . .. 27,945,000 27.71%

Total . .. ... .. ... ... 100,839,316 100%
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DOMESTIC SHARES AND H SHARES

Upon the completion of the Global Offering, the Shares will consist of Domestic Shares
and H Shares. Domestic Shares and H Shares are all ordinary Shares in the share capital of our
Company.

Apart from certain qualified domestic institutional investors in the PRC, the qualified
PRC investors under the Shanghai-Hong Kong Stock Connect and the Shenzhen-Hong Kong
Stock Connect and other persons who are entitled to hold our H Shares pursuant to relevant
PRC laws and regulations or upon approvals of any competent authorities (such as our certain
existing shareholders the Domestic Shares held by whom will be converted into H Shares
according to the approval of the CSRC), H Shares generally cannot be subscribed for by or
traded between legal or natural PRC persons.

Domestic Shares and H Shares shall rank pari passu with each other in all respects and,
in particular, will rank equally for dividends or distributions declared, paid or made. All
dividends for H Shares will be denominated and declared in Renminbi, and paid in Hong Kong
dollars or Renminbi, whereas all dividends for Domestic Shares will be paid in Renminbi.
Other than cash, dividends could also be paid in the form of shares.

CONVERSION OF OUR DOMESTIC SHARES INTO H SHARES

Conversion of Domestic Shares

According to the stipulations by the State Council’s securities regulatory authorities, our
Domestic Shares may be converted into H Shares, and such converted H Shares may be listed
or traded on an overseas stock exchange provided that prior to the conversion and trading of
such converted Shares, the requisite internal approval processes have been duly completed and
the approval from or filing with the relevant PRC regulatory authorities, including the CSRC,
have been obtained. In addition, such conversion, trading and listing shall in all respects
comply with the regulations prescribed by the State Council’s securities regulatory authorities
and the regulations, requirements and procedures prescribed by the relevant overseas stock

exchange.
If any of the Domestic Shares are to be converted, listed and traded as H Shares on the

Stock Exchange, such conversion, listing and trading will need to be filed with relevant PRC
regulatory authorities, including the CSRC, and the approval of the Stock Exchange.
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Mechanism and Procedures for Conversion

After all the requisite approvals have been obtained, the following procedures will need
to be completed in order to effect the conversion: the relevant Domestic Shares will be
withdrawn from the Domestic Share registration and we will re-register such Shares on our H
Share register maintained in Hong Kong and instruct our H Share Registrar to issue H Share
certificates. Registration on our H Share register will be conditional on (1) our H Share
Registrar lodging with the Stock Exchange a letter confirming the proper entry of the relevant
H Shares on the H Share register and the due despatch of H Share certificates, and (2) the
admission of the H Shares to trade on the Stock Exchange in compliance with the Listing
Rules, the General Rules of HKSCC and the HKSCC Operational Procedures in force from
time to time. Until the converted Shares are re-registered on our H Share register, such Shares
would not be listed as H Shares.

RESTRICTION ON TRANSFER OF SHARES ISSUED PRIOR TO THE GLOBAL
OFFERING

In accordance with Article 160 of the PRC Company Law, the shares issued prior to any
public offering of shares by a company cannot be transferred within one year from the date on
which such publicly offered shares are listed and traded on the relevant stock exchange. As
such, the Shares issued by the Company prior to the Global Offering will be subject to such
statutory restriction on transfer within a period of one year from the Listing Date.

CIRCUMSTANCES UNDER WHICH GENERAL MEETINGS ARE REQUIRED

Pursuant to the PRC Company Law and the terms of the Articles of Association, our
Company may from time to time by special resolution of shareholders, among others, increase
its capital or decrease its capital or repurchase of shares. See “Appendix V — Summary of the
Articles of Association” in this prospectus.

SHAREHOLDERS’ APPROVAL FOR THE GLOBAL OFFERING
Approval from holders of the Shares is required for the Company to issue H Shares and

seek the listing of H Shares on the Hong Kong Stock Exchange. The Company has obtained
such approval at the Shareholders’ general meeting held on October 14, 2024.
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You should read the following discussion and analysis in conjunction with our
financial statements, included in the Accountants’ Report in Appendix I, together with the
respective accompanying notes. Our financial information has been prepared in
accordance with the International Financial Reporting Standards (“IFRS accounting

standards”).

The following discussion and analysis contains forward-looking statements that
reflect our current views with respect to future events and financial performance. These
statements are based on our assumptions and analysis 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. However,
whether actual outcomes and developments will meet our expectations and predictions
depends on a number of risks and uncertainties, many of which we cannot control or
foresee. In evaluating our business, you should carefully consider all of the information
provided in this document, including the sections headed “Risk Factors” and “Business,”
and elsewhere in this Prospectus. For further details, see “Forward-Looking

Statements.”

OVERVIEW

We are a coal-series kaolin company in China, with integrated capabilities spanning the
entire value chain from mining, R&D, processing to production and sales. In 2021, we obtained
the mining rights over the Shuoli Kaolin Mine located in Huaibei City, Anhui, which provides
abundant coal-series kaolin resources. According to the Independent Technical Report, as of
May 31, 2025, our Shuoli Kaolin Mine possesses total estimated Mineral Resources of
approximately 18,649 kt, comprising 2,367 kt of Measured Resources, 8,990 kt of Indicated
Resources and 7,292 kt of Inferred Resources and total estimated Ore Reserves of
approximately 6,062 kt, comprising 1,093 kt of Proved Reserves and 4,969 kt of Probable
Reserves. According to the Independent Technical Report, as of May 31, 2025, the remaining
LoM of the Shuoli Kaolin Mine was estimated to be approximately 16 years. Our products
mainly include precision casting mullite products and refractory mullite products, which are
essential materials for precision casting shell mold and refractory materials. We also sell raw
coke and raw powder to customers for further processing. To meet the increasing demand for
domestically-produced high-grade fibers, we began selling ceramic fibers in the fourth quarter
of 2024. We were the largest precision casting mullite products producer in China in terms of
the sale value of precision casting mullite products in 2024, with a market share of 19.1%,
according to Frost & Sullivan. For the years ended December 31, 2022, 2023, 2024 and the five
months ended May 31, 2024 and 2025, we produced 117.9 kt, 114.5 kt, 105.6 kt, 46.8 kt and
84.8 kt of precision casting mullite products and 5.2 kt, 19.8 kt, 25.7 kt, 10.6 kt and 10.6 kt
of refractory mullite products, respectively.
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We have experienced robust growth during the Track Record Period. Our revenue
increased from RMB190.4 million for the year ended December 31, 2022 to RMB204.7 million
for the year ended December 31, 2023, representing a growth rate of 7.5%. Our revenue
increased from RMB204.7 million in the year ended December 31, 2023 to RMB267.1 million
in the year ended December 31, 2024 representing a growth rate of 30.5%. Our revenue
increased from RMB88.3 million in the five months ended May 31, 2024 to RMB104.9 million
in the five months ended May 31, 2025 representing a growth rate of 18.8%. In addition, our
gross profit increased from RMB57.6 million for the year ended December 31, 2022 to
RMB71.3 million for the year ended December 31, 2023, representing a growth rate of 23.8%.
Our gross profit increased from RMB71.3 million in the year ended December 31, 2023 to
RMB98.2 million in the year ended December 31, 2024 representing a growth rate of 37.7%.
Our gross profit increased from RMB30.8 million in the five months ended May 31, 2024 to
RMB37.3 million in the five months ended May 31, 2025 representing a growth rate of 21.1%.
In 2022, 2023, 2024 and the five months ended May 31, 2024 and 2025, we recorded net profits
of RMB24.4 million, RMB43.6 million, RMB52.6 million, RMB14.5 million and RMB18.0
million, respectively.

BASIS OF PRESENTATION

Our Historical Financial Information has been prepared in accordance with IFRS
accounting standards, which comprise all standards and interpretations approved by the
International Accounting Standards Board (the “IASB”). All IFRS accounting standards
effective for the accounting period commencing from January 1, 2024, together with the
relevant transitional provisions, have been early adopted by the Company in the preparation of
the Historical Financial Information throughout the Relevant Periods and in the periods
covered by the Interim Financial Information. The historical financial information has been
prepared under the historical cost convention, except for debt investments at fair value through
other comprehensive which have been measured at fair value.

The preparation of the historical financial information in conformity with IFRS
accounting standards requires the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying our accounting policies. The
areas involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the historical financial information are disclosed in Note 2.3 and
3 to the Accountants’ Report included in Appendix I to this prospectus.

KEY FACTORS AFFECTING OUR PERFORMANCE

Our results of operations and financial condition have been, and will continue to be,
materially affected by a number of factors, some of which are outside our control, including:

Pricing of Products

Our results of operations are subject to the fluctuations of market prices of coal-series
kaolin products. During the Track Record Period, we directly sold our products to end-users
and traders. The selling prices of our products take into account various factors, including raw
material costs and production costs, customer relationship, product specification, expected
profit margin, length of contract and other contract terms. See “Business — Sales and
Marketing — Pricing Strategies.”
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Our product selling prices may be influenced by several factors beyond our control, such
as inflation rate, interest rate and macroeconomic environment. The prices of our products are
also subject to the fluctuating market demand, which is driven by various unpredictable factors,
including the availability of coal-series kaolin products and evolving requirements in the
precision casting and refractory material industry. Any changes in market acceptance or
customer preferences for our existing or future products may affect our business, financial
condition and results of operations. Additionally, heightened market competition, either from
new entrants or the existing competitors, can lead to price wars, decreased sales and lowered
profitability. To maintain our market leadership, we may need to engage in aggressive pricing
strategies to maintain our market leadership, potentially undermining our profit margins.

The average selling price of our precision casting mullite products was relatively stable
in 2022 and 2023 but fell from RMB1,522 per tonne in 2023, to RMB1,394 per tonne in 2024,
primarily due to our flexible pricing strategy to expand our market presence. The average
selling price of our precision casting mullite products decreased from RMB1,483 per ton in the
five months ended May 31, 2024 to RMB1,307 per ton in the five months ended May 31, 2025
primarily due to our pricing strategy to further penetrate the precision casting mullite products
market, reinforcing our market leadership. The average selling price of our refractory mullite
products remained relatively stable in 2022 and 2023. The average selling price of our
refractory mullite products decreased from 2023 to 2024 and from the five months ended May
31, 2024 to the five months ended May 31, 2025. Such decreases were primarily attributable
to an increase in the proportion of sales of certain product variants with relatively lower selling
prices and our strategic adjustments of certain products’ prices, thereby further penetrating the
refractory mullite products market and responding to the intensified market competition. The
average selling price of raw coke and raw powder has remained relatively stable since we
began selling it in 2023. The average selling price of our raw coke and raw powder decreased
from RMB458 per tonne for the five months ended May 31, 2024 to RMB246 per tonne for the
five months ended May 31, 2025. This decline was primarily driven by a shift in our sales mix
towards certain product sizes with lower selling prices, in response to identified customer
demand.

The following table illustrates the sensitivity analysis of hypothetical fluctuation in price
of our products on gross profit during the Track Record Period, assuming all other factors were

to remain unchanged.

Increase/(Decrease) in gross profit

Hypothetical fluctuations in Five months ended
the prices of our products Year ended December 31, May 31,

2022 2023 2024 2024 2025

(RMB in thousands)

+5% ... 9,518 10,234 13,357 4,414 5,245
+10% . ...... ... .. 19,037 20,469 26,714 8,829 10,490
S%. (9,518) (10,234) (13,357) (4,414) (5,245)
10%. ..o (19,037) (20,469) (26,714) (8,829) (10,490)
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Production Capacity

Our sales volume relies on the market demand and our ability to meet that demand with
sufficient production capacity. During the Track Record Period, the utilization rate of the
production line for precision casting mullite products exceeded 100% in 2022 and 2023 and the
five months ended May 31, 2024 because we extended production time beyond the initially
planned schedule, and reached 96.0% in 2024. During the five months ended May 31, 2025,
the utilization rate of the production line for precision casting mullite products was 65.6%,
primarily due to the ramp-up phase of the new production line that commenced commercial
production in January 2025 and scheduled maintenance of the existing production lines,
respectively. In anticipation of the increasing market demand for precision casting mullite
products, we plan to enhance our production capacity for precision casting mullite products to
accommodate such demand. In addition, we increased our sales efforts of refractory mullite
products, and the utilization rate of the production line for refractory mullite products
significantly increased from 17.3% in 2022 to 85.7% in 2024 in response to the increased
customer demand. The utilization rate of the production line for refractory mullite products
remained stable at 84.9% and 84.8% for the five months ended May 31, 2024 and 2025,
respectively, as we established market presence in the refractory mullite products market in
China. Looking forward, we plan to enhance the production capacity for refractory mullite
products to meet the increasing customer demand for our refractory mullite products, which is
driven by our strategic expansion of the sales of refractory mullite products. The following
table sets forth the breakdown of the historical production volume during the Track Record
Period:

Five months

Year ended December 31, ended May 31,
2022 2023 2024 2024 2025
Precision casting mullite products
Designed production capacity™ (kt) .. ... ... 110.0 110.0 110.0 45.8  129.2¢
Actual production volume (kt) .. ... ....... 117.9 114.5 105.6Y  46.8 84.8
Utilization rate® (%). ... .............. 10729 10419 96.0 10229 65.6
Refractory mullite products
Designed production capacity” (kt) ... ... .. 30.0 30.0 30.0 125 12.5
Actual production volume (kt) . . ... ....... 52 19.8 25.7 10.6 10.6
Utilization rate® (%). ... .............. 17.3 65.9 85.7 84.9 84.8
Overall
Designed production capacity” (kt) ... ... .. 140.0  140.0  140.0 583 1417
Actual production volume (kt) .. ... ....... 123.1 134.3 131.3 574 95.4
Utilization rate® (%) . ................ 87.9 95.9 93.8 98.5 67.3
Notes:

(1)  The designed production capacity represents the maximum annual production output at the bottleneck
of the production process assuming: (i) sufficient labor is available at all times; (ii) approximately 300
working days per year for production; (iii) three eight-hour shifts per working day; and (iv) no major
equipment breakdown.
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@)

(3)

)

&)

The utilization rate is calculated based on the actual production volume for the relevant year/period
divided by the designed production capacity.

The utilization rate of precision casting mullite products in 2022 and 2023 and the five months ended
May 31, 2024 exceeded 100% because we extended production time beyond the initially planned
schedule of 300 days for a fiscal year or 125 days for the five months ended May 31, 2024. This
adjustment was necessary to accommodate increased demand and fulfil customer orders promptly,
ensuring we meet our clients’ needs effectively. To increase our production capacity for precision
casting mullite products, we engaged a construction contractor to design and construct a production line
for precision casting mullite products with an annual production capacity of 200,000 tonnes. The main
construction was completed in December 2023. Since November 2024, the production lines started trial
production. We commenced commercial production in January 2025. See “— Suppliers and Contractors
— Construction Contractors.”

The actual production volume of precision casting mullite products in 2024 did not include the trial
production volume from the new production line mentioned above, which amounted to 25.6 kt.

The designed production capacity of precision casting mullite products in the five months ended May
31, 2025 is derived by aggregating the existing annual capacity of 110.0 kt and the new production line’s
annual capacity of 200.0 kt, dividing the total by 12 months and multiplying by 5 months.

According to the Independent Technical Report, as of May 31, 2025, the estimated LoM

of the Shuoli Kaolin Mine is 16 years, at the annual production volume of 400,000 tonnes. We

expect that our current Mineral and Ore Reserves are sufficient to support our future

production capacity expansions.

We plan to continuously enhance our production capacity to drive our sales volume and

revenue growth in the future. The following table sets forth a summary of our major expansion

plan:
Amount of
Expected Capital
Primary Current Increase in Expenditure Expected
products Production Production Key Current Incurred as of Source of
Plant Name Produced Capacity  Capacity Timeline Status May 31, 2025 Funding
(tpa) (tpa) (RMB)
Chamotte Refractory 30,000 40,000 2026 Under 4,945,111 Net proceeds
Plant . . .. mullite construction from the
products Global

Offering

Governmental Policies and Regulations

We operate our business within the mining industry, which is heavily regulated by various

laws and regulations regarding mine exploration, development, production, taxation, labor,

occupational health, safety, waste treatment and environmental protection. The ever-changing

regulatory framework governing the mining industry may expose us to increased litigation

risks and unforeseen regulatory scrutiny, which may cause us to incur substantial legal and

compliance costs.
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Furthermore, our continued operations rely on the acquisition and renewal of government
licenses and permits for mining and production activities. While we expect to renew our mining
and production permits, if for any reason we are unable to do so in a timely manner or at all,
our business, financial condition and results of operations may be materially and adversely
affected. See “Risk Factors — Risks Relating to the PRC — Our business is subject to various
and developing laws and regulations. Any adverse changes in the regulatory regime relating to
the areas where we operate businesses may limit our ability to provide product offerings,
thereby affecting our business, financial condition and results of operations.”

Preferential Tax Treatments and Government Grants

Changes in preferential tax treatments and governmental grants can significantly affect
our financial performance. We were designated as a “High-tech Enterprise” on October 21,
2016 and renewed the qualification on October 18, 2022, enjoying a preferential enterprise
income tax rate of 15% for three years beginning from January 1, 2022, and such status had
expired on October 18, 2025. Subsequently, we successfully got approval as “High-tech
Enterprise” and subject to the successful renewal of the certificate, we will continue to enjoy
the preferential enterprise income tax rate status. This preferential tax treatment substantially
enhances our profitability by lowering our tax liabilities. However, any changes in tax policies
or failure to renew our High-tech Enterprise status may result in increased tax burdens and

restrain our business operations.

Government grants also form a crucial part in our financial condition. In recent years, we
have received significant government grants to support our daily operations. In 2022, we
received one-off government grants recognizing our leadership in establishing the industry
standard of determining the free quartz content in Kaolin and our R&D efforts. In 2023, we
received government grants primarily for awarding our listing on the NEEQ and supporting our
digital transformation. Furthermore, in 2024, we received government grants primarily for
awarding our listing on the NEEQ and our achievements such as being recognized as a National
Specialized and Innovative “Little Giant” Enterprise. These grants are typically non-recurring
and contingent upon the discretion of local governments, adhering to specific criteria and
procedures. Our government grants increased from approximately RMB1.1 million for the year
ended December 31, 2022 to approximately RMBS5.0 million for the year ended December 31,
2023. However, our government grants decreased from approximately RMBS5.0 million in the
year ended December 31, 2023 to approximately RMB2.8 million in the year ended December
31, 2024. Further, our government grants decreased from approximately RMBO.6 million in the
five months ended May 31, 2024 to approximately RMBO0.3 million in the five months ended
May 31, 2025. The uncertainty surrounding the continuation of such grants may materially and
adversely affect our business, financial condition and results of operations.
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MATERIAL ACCOUNTING POLICY INFORMATION

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 historical experiences and other factors,
including 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.

Set forth below are discussions of the accounting policies that we believe are of critical
importance to us or involve the most significant estimates, assumptions and judgments used in
the preparation of our financial statements. Other material accounting policies, estimates,
assumptions and judgments, which are important for understanding our financial condition and
results of operations, are set forth in detail in Notes 2.3 and 3 to the Accountants’ Report in
Appendix I to this Prospectus.

New standards and amendments to existing standards not yet adopted by our Company

We have not applied the following new and revised IFRS accounting standards, that have

been issued but are not yet effective, in this Historical Financial Information.

IFRS 18 .. ... ... . .. .. .. ... ... Presentation and Disclosure in Financial
Statements?®

IFRS 19 . ... .. ... ... .. .. ... ... Subsidiaries without Public Accountability:
Disclosures®

Amendments to IFRS 9 and IFRS 7 .. Amendments to the Classification and
Measurement of Financial Instruments’

Amendments to IFRS 9 and IFRS 7 .. Contracts Referencing Nature-dependent
Electricity’

Amendments to IFRS 10 and IAS 28  Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture’

Annual Improvements to IFRS Amendments to IFRS 1, IFRS 7, IFRS 9,
Accounting Standards — IFRS 10 and IAS 7'
Volume 11 . ..................

! Effective for annual periods beginning on or after January 1, 2026

2 Effective for annual periods/reporting periods beginning on or after 1 January 2027

No mandatory effective date yet determined but available for adoption
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See Note 2.2 to the Accountants’ Report in Appendix I to this prospectus for further
information about the new and revised IFRS accounting standards that are expected to be
applicable to our Company.

Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognized when control of goods or services
is transferred to the customers at an amount that reflects the consideration to which we expect
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 we 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 recognized 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 us and the
customer at contract inception. When the contract contains a financing component which
provides us with a significant financial benefit for more than one year, revenue recognized
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 products

Revenue from the sale of products is recognized at the point in time when control of the

asset is transferred to the customer, generally on receipt of the products by the customers.
Other income

Interest income is recognized 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.
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Rental income is recognized on a time proportion basis over the lease terms. Variable
lease payments that do not depend on an index or a rate are recognized as income in the
accounting period in which they are incurred.

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, we recognize such parts as individual assets with specific useful lives and depreciates
them accordingly.

Depending on the nature of the item of property, plant and equipment, depreciation is
calculated on the straight-line basis to write off the cost of each asset to its residual value over
its estimated useful life or it is calculated using the units of production (“UOP”) basis to write
off the cost of the asset proportionately to the value obtained from the extraction of the mineral

reserves.

The estimated useful lives of property, plant and equipment depreciated on the
straight-line basis are as follows:

Buildings. . .. ... .. 15-20 years
Plant and machinery ........... ... ... ... ... ... 5-10 years
Office equipment and other devices. ............. 3 years
Motor vehicles. . . ... .. 3-5 years
Asset related to rehabilitation ... ......... ... ... Life of mine

Included in property, plant and equipment is mining infrastructure located at the mining
sites. Depreciation is provided to write off the cost of the mining infrastructure using the UOP
method based on the mineral reserves.

Where parts of an item of property, plant and equipment have different useful lives, the
cost of that item is allocated on a reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation method are reviewed, and
adjusted if appropriate, at least at each financial year end.
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An item of property, plant and equipment including any significant part initially
recognized is derecognized upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or retirement recognized in profit or loss
in the year the asset is derecognized is the difference between the net sales proceeds and the
carrying amount of the relevant asset.

Construction in progress is stated at cost less any impairment losses, and is not
depreciated. Cost comprises the direct costs of construction and capitalized borrowing costs on
related borrowed funds during the period of construction. Construction in progress is
reclassified to the appropriate category of property, plant and equipment when completed and
ready for use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost
of intangible assets acquired in a business combination is the fair value at the date of
acquisition. The useful lives of intangible assets are assessed to be finite. Intangible assets with
finite lives are subsequently amortized over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortization period and the amortization method for an intangible asset with a finite useful life

are reviewed at least at each financial year end.

Mining right

Mining right is stated at cost less accumulated amortisation and any impairment losses.
Mining right includes the cost of acquiring mining licence. The mining right is amortised over
the estimated useful life of the mine, in accordance with the production plans of the Company
concerned and the reserves of the mine using the UOP method. Mining right is written off to
profit or loss if the mining property is abandoned.

Research expenses

All research costs are charged to the statement of profit or loss as incurred.
Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined on
the weighted average basis and, in the case of work in progress and finished goods, comprises
direct materials, direct labor and an appropriate proportion of overheads. Net realizable value

is based on estimated selling prices less any estimated costs to be incurred to completion and
disposal.
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Impairment of financial assets

We recognize 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 we expect
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.

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 the end of each of the Relevant Periods, we assesses whether the credit risk on a
financial instrument has increased significantly since initial recognition. When making the
assessment, we compare 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.

We consider a financial asset in default when contractual payments are past due.
However, in certain cases, we may also consider a financial asset to be in default when internal
or external information indicates that we are unlikely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by us.

A financial asset is written off when there is no reasonable expectation of recovering the
contractual cash flows.

Debt investments at fair value through other comprehensive income and Financial assets
at amortized 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 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
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Simplified approach

For trade receivables that do not contain a significant financing component or when we
apply the practical expedient of not adjusting the effect of a significant financing component,
we apply the simplified approach in calculating ECLs. Under the simplified approach, we do
not track changes in credit risk, but instead recognizes a loss allowance based on lifetime ECLs
at each reporting date. We have 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.

Provisions

A provision is recognized 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.

When the effect of discounting is material, the amount recognised for a provision is the
present value at the end of each of the Relevant Periods 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 statement of profit or loss.

Provisions for our obligations for rehabilitation are based on estimates of required
expenditure at the mines in accordance with the rules and regulations of the PRC. The
obligation generally arises when an asset is installed or the ground environment is disturbed at
the production location. We estimate our liabilities for the final rehabilitation and mine closure
based upon detailed calculations of the amount and timing of the future cash expenditure to
perform the required work. Spending estimates are escalated for inflation, then discounted at
a discount rate that reflects current market assessments of the time value of money and the risks
specific to the liability such that the amount of provision reflects the present value of the
expenditures expected to be required to settle the obligation. When the liability is initially
recognized, the present value of the estimated cost is capitalized by increasing the carrying
amount of the related mining infrastructure.

Over time, the discounted liability is increased for the change in the present value based
on the appropriate discount rate. The periodic unwinding of the discount is recognised within
finance costs in profit or loss. The asset is depreciated using the straight-line method over its
expected life and the liability is accreted to the projected expenditure date. Additional
disturbances or changes in estimates (such as mine plan revisions, changes in estimated costs,
or changes in timing of the performance of reclamation activities) will be recognized as
additions or charges to the corresponding assets and rehabilitation liabilities when they occur
at the appropriate discount rate.
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Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognized
outside profit or loss is recognized 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 each of the Relevant Periods, taking into consideration

interpretations and practices prevailing in the countries in which we operate.

Deferred tax is provided, using the liability method, on all temporary differences at the
end of each of the Relevant Periods between the tax bases of assets and liabilities and their

carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized 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 recognized for all deductible temporary differences, and the
carryforward of unused tax credits and any unused tax losses. Deferred tax assets are
recognized 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 utilized, 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 recognized 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 utilized.
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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 utilized. Unrecognized deferred
tax assets are reassessed at the end of each of the Relevant Periods and are recognized 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 realized or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted by the end of each of the Relevant
Periods.

Deferred tax assets and deferred tax liabilities are offset if and only if we have 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 realize 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.

SENSITIVITY ANALYSIS

Our results of operations are affected by the changes in raw materials costs, energy
consumption costs, transportation fees and outsourcing fees. The tables below set forth the
impact of the fluctuations of raw materials costs, energy costs, transportation costs and
outsourcing fees during the Track Record Period, assuming all other factors were to remain
unchanged.

Increase/(Decrease) in gross profit

Percentage changes in the
raw materials costs Year ended December 31, Five months ended May 31,

2022 2023 2024 2024 2025

(RMB in thousands)

+5% ... (1,266) (921) (1,211) (500) (416)
+10% . ....... ..., (2,533) (1,841) (2,423) (1,001) (832)
S% . 1,266 921 1,211 500 416
10% .o 2,533 1,841 2,423 1,001 832
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Increase/(Decrease) in gross profit

Percentage changes in the
energy costs Year ended December 31, Five months ended May 31,

2022 2023 2024 2024 2025

(RMB in thousands)

+5% ... (2,437) (2,649) (2,452) (1,200) (1,798)
+10% ............. (4,874) (5,299) (4,904) (2,401) (3,596)
S% ..o 2,437 2,649 2,452 1,200 1,798
10% .o 4,874 5,299 4,904 2,401 3,596

Increase/(Decrease) in gross profit

Percentage changes in the
transportation costs Year ended December 31, Five months ended May 31,

2022 2023 2024 2024 2025

(RMB in thousands)

+5% ... (398) (499) (530) (201) (214)
+10% ............. (796) (997) (1,059) (401) (428)
S%.. oo 398 499 530 201 214
-10% .o 796 997 1,059 401 428

Increase/(Decrease) in gross profit

Percentage changes in the
outsourcing fees Year ended December 31, Five months ended May 31,

2022 2023 2024 2024 2025

(RMB in thousands)

+5% ... N/A (67) (751) (253) (103)
+10% ............. N/A (133) (1,501) (506) (205)
S% .o N/A 67 751 253 103
-10% ..o N/A 133 1,501 506 205
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STATEMENTS OF PROFIT OR LOSS

The following table sets forth a summary of our statements of profit or loss for the
years/periods indicated:

Year ended December 31, Five months ended May 31,

2022 2023 2024 2024 2025

(unaudited)
(RMB in thousands)

Revenue . .. ... ... .. 190,366 204,687 267,142 88,289 104,899
Cost of sales . . ...... (132,810) (133,410) (168,972) (57,491) (67,625)
Gross profit . . ... ... 57,556 71,277 98,170 30,798 37,274
Other income and

gains . . .......... 2,872 7,992 4,733 1,405 911
Research expenses. . . . (7,282) (6,978) (12,638) (4,518) (4,131)
Selling and

distribution

eXpenses . ........ (4,028) (3,783) (4,574) (1,972) (1,479)
Administrative

expenses . ........ (22,752) (17,477) (22,329) (8,731) (8,742)
Other expenses . . . ... (476) 9) - - -
Finance costs ....... (1,039) (973) (3,709) (638) (3,192)

Reversal of/(provision
for) impairment
losses on financial

assets, net . ....... 1,752 (48) (163) 5 (112)
Profit before tax . ... 26,603 50,001 59,490 16,339 20,529
Income tax expense. . . (2,180) (6,384) (6,888) (1,869) (2,497)
Profit and total

comprehensive

income for the
year/period . . . . . .. 24,423 43,617 52,602 14,470 18,032

Attributable to
owners of the
parent........... 24,423 43,617 52,602 14,470 18,032

Earning per share
attributable to
ordinary equity
holders of the
parent
Basic and diluted. . . . 0.43 0.60 0.72 0.20 0.25
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DESCRIPTION OF MAJOR COMPONENTS OF OUR RESULTS OF OPERATIONS

Revenue

During the Track Record Period, we derived revenue from the sales of precision casting
mullite products, refractory mullite products, as well as raw coke and raw powder. For the
years ended December 31, 2022, 2023, 2024 and the five months ended May 31, 2024 and
2025, we recorded the revenue of RMB190.4 million, RMB204.7 million, RMB267.1 million,
RMB88.3 million and RMB104.9 million, respectively. We only began generating revenue
from the sales of raw coke and raw powder for the year ended December 31, 2023 and began
generating revenue from the sales of ceramic fiber in the second half of 2024. The table below
sets forth our revenue breakdown by product categories in amounts and as percentages of our
total revenue for the periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB in thousands, except for percentages)

Precision casting
mullite products . . 184,193  96.8 165,931 81.1 185492 69.4 66,139 749 68,111 65.0
— Precision casting
mullite sand ... 95347 50.1 82,585 40.3 96,798 36.2 32,343 36.6 35232 337
— Precision casting
mullite powder . 88,846 46.7 83,346 40.8 88,094 332 33,796 383 32879 313
Refractory mullite
products . ... ... 6,173 3.2 23,522 11.5 52,056 195 18,671 21.2 24,703 23.5
— Large-sized

chamotte

particles . . ... 4,875 2.6 18,587 9.1 44332 16.6 15767 179 17,144 163
— Small-sized

chamotte

particles . . ... 1,298 0.7 4,935 24 7,724 29 2904 3.3 7,559 7.2
Raw coke and raw

powder . . ... ... - - 15,234 7.4 26,621 10.0 3,479 3.9 9,328 8.9
Ceramic fiber . .. .. - - - - 2973 1.1 - - 2,757 2.6
Total . .......... 190,366 100.0 204,687 100.0 267,142 100.0 88,289 100.0 104,899 100.0
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A few of our products were sold overseas, mainly in India and Thailand. For the years
ended December 31, 2022, 2023, 2024 and the five months ended May 31, 2024 and 2025, we
generated revenues from the overseas sales of approximately RMB1.2 million, RMBI1.0
million, RMB0.9 million, RMBO0.6 million and RMBO0.5 million, respectively. The following
table sets forth our revenue breakdown by geographical regions for the periods indicated:

Year ended December 31, Five months ended May 31,

2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %
(unaudited)
(RMB in thousands, except for percentages)
PRC ......... .. 189,173 99.4 203,733  99.5 266,267 99.7 87,722 99.4 104,362 99.5
Overseas. . . . ..... 1,193 0.6 954 0.5 875 0.3 567 0.6 537 0.5
Total . . ... ...... 190,366 100.0 204,687 100.0 267,142 100.0 88,289 100.0 104,899 100.0

The following table sets forth a breakdown of revenue generated by the sales volume and
the average selling prices of our products for the periods indicated:

Year ended December 31, Five months ended May 31,
m 023 WU WU N
Sales  Average Sales  Average Sales  Average Sales  Average Sales  Average
Revenve  volume selling price  Revenue  volme  selling price  Revenve  volume  selling price  Revenue  volume selling price  Revenve  volume  selling price
(RMB in (RMB per  (RMBin (RMB per (RMBin (RMB per ~ (RMBin (RMB per~ (RMB in (RMB per
thousands) (ki) fomne) — thousands) (ke fonne) — thousands) (k) fonne) — thousands) (ki) fomne) — thowsands) (ki) fonne)
(unaudited)
Precision casting
mullite products . 184,193 11857 1554 165931 1000 1522 185492 130® 1394 66139 446 1483 6811 S2L 1307
- Precision
casting mullite
sand. ... .. 95347 604 1579 82585 53T 153 96798 702 139 M3 24 LS 322 26T 130
- Precision
casting mullite
powder . ... 88846 581 1508 83346 553 1507 88694 629 1410 3796 232 1457 3819 24 129
Refractory mullite
products. . . . . 6173 52 LIST 252 196 1200 52056 5229 97 18671 179 1043 24703 49 992
- Large-sized
chamotte
paticles ... 4875 44 LI08 18587 162 L14T 44330 46 %0 15,767 158 98 17,14 182 942
- Small-sized
chamotte
particles ... 1298 0§ 1623 493 34 1450 774 60 1287 2904 21 1383 759 6T LN
Raw coke and raw
powder . . . .. - - - 15 394 387 26621 869 306 3419 76 458 938 319 1t
Ceramic Fiber . . . - - - - - -9 03 9910 - - -0 03 919
Total .. ... .. 190,366 - - 204,687 - - 207,14 - - 88289 - - 104899 - -
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Notes:

(1)  The sales volume includes the sales of certain inventories of precision casting mullite products, which

exceeded the production volume of such products in the respective years.

(2)  The sales volume includes trial production volume from the new production line for the precision mullite

products.

(3)  The sales volume includes refractory mullite products supplied by our external supplier of processing services,
Shandong Yonganda.To supplement our production capacity of refractory mullite products, since October
2023, we have engaged Shandong Yonganda, an external processing service provider, to supply processing
service related to the production of refractory mullite products to us. In 2024, Shandong Yonganda supplied
to us 32.5 kt finished refractory mullite products. See “Business — Suppliers and Contractors — Supplier of

Process Service”

Cost of Sales

Our cost of sales amounted to RMB132.8 million, RMB133.4 million, RMB169.0 million,
RMBS57.5 million and RMB67.6 million in 2022, 2023, 2024 and the five months ended May
31, 2024 and 2025, respectively. During the Track Record Period, our cost of sales primarily
consisted of raw material costs, energy costs, transportation costs, depreciation and

amortization, labor costs and others.

The following table sets forth a breakdown of our cost of sales by nature in absolute

amount and as a percentage of our production cost attributable to our sales of products, for the

periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %o
(unaudited)

(RMB in thousands, except for percentages)

Raw material costs . . 25,326 18.2 18414 12,5 24,228 139 10,009 13.8 8319 9.3
Energy costs . . .. .. 48,737 349 52986 359 49,035 28.2 24,007 33.0 35960 40.2
Transportation costs . 7,963 5.7 9,973 6.8 10,591 6.1 4,012 5.5 4,280 4.8
Depreciation and

amortization . . . . . 18,608 133 23,699 16.1 34428 19.8 10,212 14.1 22219 2438
Labor costs. . ... .. 34237 245 38,279 259 36,963 213 16,268 224 14,721 16.5
Others . . ........ 4,625 34 4287 2.8 18,638 10.7 8,146 11.2 3979 44
Total production

costs ......... 139,496 100.0 147,638 100.0 173,883 100.0 72,654 100.0 89,478 100.0
Inventory

movements'” . ... (6,686) (14,228) (4,911) (15,163) (21,853)
Total . . ... ...... 132,810 133,410 168,972 57,491 67,625
Note:

(1) Inventory here includes semi-finished products, finished products and kaolin ore.
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The following table sets forth a breakdown of our cost of sales by product categories in

absolute amount and as a percentage of our total cost of sales for the periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB in thousands, except for percentages)

Precision casting
mullite products . . 127,232 95.8 114,746 86.0 117,597 69.6 42,949 747 42,070 62.2
— Precision casting
mullite sand ... 57,859 43.6 49889 374 55577 329 18,431 32.1 18977 28.1
— Precision casting
mullite powder . 69,373 522 64,857 48.6 62,020 36.7 24,518 42.6 23,093 34.1
Refractory mullite
products . ... ... 5,578 42 14,207 107 39,948 23.6 13,150 229 19,538 28.9
— Large-sized

chamotte
particles . . ... 4,816 3.6 11,298 8.5 33,950 20.1 11,208 19.5 13,116 194
— Small-sized
chamotte
particles . . ... 762 0.6 2,909 22 5998 3.5 1,942 34 6422 9.5
Raw coke and raw
powder . . ... ... - - 4457 33 9964 59 1,392 2.4 4,046 6.0
Ceramic fiber . .. .. - - - - 1,463 0.9 - - 1,971 2.9
Total .. ......... 132,810 100.0 133,410 100.0 168,972 100.0 57,491 100.0 67,625 100.0

Gross Profit and Gross Profit Margin

Our gross profit amounted to RMBS57.6 million, RMB71.3 million, RMB98.2 million,
RMB30.8 million and RMB37.3 million for the years ended December 31, 2022, 2023, 2024
and the five months ended May 31, 2024 and 2025, respectively. Our gross profit margin was
30.2%, 34.8%, 36.7%, 34.9% and 35.5% for the years ended December 31, 2022, 2023, 2024
and the five months ended May 31, 2024 and 2025, respectively.
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The following table sets forth a breakdown of our gross profit and gross profit margin by

product categories for the periods indicated:

Precision casting
mullite products . .
— Precision casting

mullite sand . . .
— Precision casting
mullite
powder ......

Refractory mullite
products . ... ...

- Large-sized
chamotte
particles .. ...

— Small-sized
chamotte

particles
Raw coke and raw

Year ended December 31,

Five months ended May 31,
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2022 2023 2024 2024 2025

Gross Gross Gross Gross Gross
profit profit profit profit profit
Gross  margin  Gross margin  Gross margin  Gross margin  Gross  margin

profit % profit % profit % profit % profit %

(unaudited)
(RMB in thousands, except for percentages)

56,961 309 SI1,185 30.8 67,895 36.6 23,190 35.1 26,041 382
37,488 393 32,696 39.6 41,221 426 13912 43.0 16,255 46.1
19,473 219 18,489 222 26,674 30.1 9,278 275 9,786 29.8
595 9.6 9315 396 12,108 233 5521 29.6 5,165 209
59 1.2 7,280 392 10,382 234 4559 289 4,028 235
536 413 2,026 410 1,726 223 962 331 1,137 15.0
- - 10,777 70.7 16,657 62.6 2,087 60.0 5282 56.6
i - - 1510 08 - - 786285
57,556 w 71,277 ﬂ 98,170 ﬂ 30,798 349 37,274 ﬁ
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Other Income and Gains

During the Track Record Period, our other income and gains primarily included sale of
scrap, government grants, income from value-added tax super deduction, interest income, gains
on disposal of items of property, plant and equipment, and others. Our other income and gains
amounted to RMB2.9 million, RMB8.0 million, RMB4.7 million, RMB1.4 million and
RMBO0.9 million for the years ended December 31, 2022, 2023, 2024 and the five months ended
May 31, 2024 and 2025, respectively. The following table sets forth a breakdown of our other
income and gains for the periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB in thousands, except for percentages)

Sale of scrap ... .. 864  30.1 1,220 153 211 4.5 139 9.9 150 16.5
Government
grants”) ....... 1,108 38.6 5001 626 2,835 599 608 43.3 325 357

Income from

value-added tax

Super deduction® . - - 1,429 179 1,555 329 648  46.1 313 344
Interest income . . . . 361 12.6 140 1.8 54 1.1 9 06 15 1.6
Gains on disposal of

items of property,

plant and

equipment . . . . . . - - 8 0.1 - - - - - -
Others . . ........ 539 187 194 23 78 1.6 1 0.1 108 11.8
Total . . ......... 2,872 1000 7,992 100.0 4,733 100.0 1,405 100.0 911 100.0
Notes:

(1)  The government grants have been received from local government authorities to support our daily operations.
During the Relevant Periods, government grants amounting to RMB857,000, RMB1,668,000, RMB736,000,
RMB307,000 and RMB303,000, respectively, were released from deferred income (note 26) of the
accountant’s report in the Appendix I to this prospectus.

(2)  Tax incentives on value-added tax (“VAT”) are related to an additional 5% VAT input tax deduction for
taxpayers of advanced manufacturing industries from January 1, 2023 to December 31, 2027.
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Research Expenses

During the Track Record Period, our research expenses primarily consisted of employee
salaries, electricity expenses, research material expenses, depreciation and amortization, and
others. Our research expenses amounted to RMB7.3 million, RMB7.0 million, RMB12.6
million, RMB4.5 million and RMB4.1 million for the years ended December 31, 2022, 2023,
2024 and the five months ended May 31, 2024 and 2025, respectively.

The following table sets forth a breakdown of our research expenses in absolute amount

and as a percentage of our total research expenses for the periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB in thousands, except for percentages)

Employee salaries. . . 2,680 369 3,369 483 6,781 53.7 2,938 65.0 2,369 57.3
Electricity expenses . 2,577 354 2,093 30.0 3,273 259 905 200 1,137 275
Research material

expenses . ... ... 1,837 252 1,201 17.2 2,046 16.2 599 133 390 94
Depreciation and

amortization.. . . . . 46 0.6 110 1.6 133 1.1 58 13 91 22
Others . . ........ 133 1.9 20 29 405 3.1 18 04 144 3.6
Total . . ......... 7,282 100.0 6,978 100.0 12,638 100.0 4,518 100.0 4,131 100.0

Selling and Distribution Expenses

During the Track Record Period, our selling and distribution expenses primarily consisted
of employee salaries, depreciation and amortization, traveling expenses, business development
expenses and others. Our selling and distribution expenses amounted to RMB4.0 million,
RMB3.8 million, RMB4.6 million, RMB2.0 million and RMB1.5 million, for the years ended
December 31, 2022, 2023, 2024 and the five months ended May 31, 2024 and 2025,
respectively.
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The following table sets forth a breakdown of our selling and distribution expenses in
absolute amount and as a percentage of our total selling and distribution expenses for the
periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB in thousands, except for percentages)

Employee salaries. . . 3,672 91.2 2,950 78.0 3,561 779 1,685 855 1,180 79.7
Depreciation and

amortization . . . . . 34 08 3409 35 08 14 0.7 15 1.0
Traveling expenses . . 42 1.0 284 175 319 7.0 121 6.1 60 4.1
Business

development

expenses . . .. ... 31 0.8 251 6.6 189 4.1 54 2.7 84 5.7
Others . ......... 249 6.2 264 7.0 470 10.2 98 5.0 140 9.5
Total . . ......... 4,028 1000 3,783 100.0 4,574 100.0 1,972 100.0 1,479 100.0

Administrative Expenses

During the Track Record Period, our administrative expenses primarily consisted of
employee salaries, depreciation and amortization, professional service fees, other taxes, and
others. Our administrative expenses amounted to RMB22.8 million, RMB17.5 million,
RMB22.3 million, RMBS8.7 million and RMBS&.7 million, for the years ended December 31,
2022, 2023, 2024 and the five months ended May 31, 2024 and 2025, respectively.

The following table sets forth a breakdown of our administrative expenses in absolute
amount and as a percentage of our total administrative expenses for the periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %
(unaudited)

(RMB in thousands, except for percentages)

Employee salaries. . . 9,543 419 10,085 57.7 12,591 56.4 5,040 57.7 4,896 56.0
Depreciation and

amortization . . . . . 525 2.3 830 4.7 1,056 4.7 756 8.7 702 8.0
Professional service

fees .......... 8,373  36.8 1,568 9.0 1,929 8.6 791 9.1 665 7.6
Other taxes . . . . ... 1,691 74 2,064 11.8 2414 10.8 1,035 11.9 1,326 152
Others . . ... ..... 2,620 11.6 2930 168 4339 195 1,109 12,6 1,153 132
Total . ... ..... .. 22,752 100.0 17,477 100.0 22,329 100.0 8,731 100.0 8,742 100.0
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Other Expenses

During the Track Record Period, our other expenses mainly represented compensation
fees and fines, exchange losses and others. Our other expenses amounted to RMB0.5 million,
RMB9 thousand, nil, nil and nil, for the years ended December 31, 2022, 2023, 2024 and the
five months ended May 31, 2024 and 2025, respectively. We recorded other expenses of
RMBO0.5 million in 2022 mainly because we paid overdue tax surcharges in that year.

Finance Costs

During the Track Record Period, our finance costs primarily include interest on
borrowings and increased in discounted amounts of provisions arising from the passage of
time. Our finance costs amounted to RMB1.0 million, RMB1.0 million, RMB3.7 million,
RMBO0.6 million and RMB3.2 million, for the years ended December 31, 2022, 2023, 2024 and
the five months ended May 31, 2024 and 2025, respectively.

The following table sets forth a breakdown of our finance costs for the periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
(unaudited)

(RMB in thousands)

Interest on

borrowings. ... ... - 1,824 6,508 2,364 2,815
Increased in

discounted amounts

of provisions

arising from the

passage of time . .. 1,039 941 833 267 377
Less: Interest

capitalized . . ... .. - (1,792) (3,632) (1,993) -
Total . ............ 1,039 973 3,709 638 3,192

(Reversal of)/Provision for Impairment Losses on Financial Assets, Net

During the Track Record Period, our (reversal of)/provision for impairment losses on
financial assets, net mainly represented impairment losses on account receivables and
impairment losses on other receivables. Our reversal of impairment losses on financial assets,
net, amounted to RMB1.8 million for the year ended December 31, 2022. Our provision for
impairment losses on financial assets, net, amounted to RMB48.0 thousand, and RMB163.0
thousand for the year ended December 31, 2023 and 2024. Our provision of impairment losses
on financial assets, net, amounted to RMB5.0 thousand and RMB112.0 thousand, for the five
months ended May 31, 2024 and 2025, respectively.
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The following table sets forth a breakdown of our (reversal of)/provision for impairment
losses on financial assets, net, in absolute amount and as a percentage of our total (reversal
of)/provision for impairment losses on financial assets, net, for the periods indicated:

Year ended December 31, Five months ended May 31,
2022 2023 2024 2024 2025
Amount % Amount % Amount % Amount % Amount %o
(unaudited)

(RMB in thousands, except for percentages)

Provision for

impairment losses

on trade and bills

receivables, net. . . 68 4) 236 492 124 76 5 100 112 100
(Reversal of)/

provision for

impairment losses

on other
receivables, net. . . (1,820) 104 @) (392) 2 24 - - - -
Total . ... ....... (1,752) 100.0 48 100.0 @ 100.0 5 100.0 112 100.0

Income Tax Expenses

Our income tax expenses amounted to RMB2.2 million, RMB6.4 million, RMB6.9
million, RMB1.9 million and RMB2.5 million, for the years ended December 31, 2022, 2023,
2024 and the five months ended May 31, 2024 and 2025, respectively. We are subject to income
tax on an entity basis on profits arising in or derived from tax jurisdictions in which we are
domiciled and operate. Certified as a “High-tech Enterprise,” we enjoyed preferential tax rates
of 15% during the Track Record Period, and subject to the successful renewal of the certificate,
we will continue to enjoy such tax rate as we have successfully got approval as “High-tech
Enterprise”. For more details, see Note 10 of the Accountant’s Report in Appendix I to this
prospectus.

PERIOD-TO-PERIOD COMPARISON OF RESULTS OF OPERATIONS

The Five Months Ended May 31, 2024, Compared With The Five Months Ended May 31,
2025

Revenue
Our revenue increased by 18.8% from RMBS88.3 million for the five months ended May
31, 2024 to RMB104.9 million for the five months ended May 31, 2025, primarily due to the

increased sales of all our major product categories and the additional revenue stream brought
by the sales of ceramic fiber.
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Revenue generated from the sales of precision casting mullite products

Our revenue generated from the sales of precision casting mullite products increased by
RMB2.0 million, or 3.0%, from approximately RMB66.1 million for the five months ended
May 31, 2024 to approximately RMB68.1 million for the five months ended May 31, 2025,
driven by increase in the sales volume of our precision casting mullite products from 44.6 kt
for the five months ended May 31, 2024 to 52.1 kt for the five months ended May 31, 2025,
mainly attributable to the growing market demand for precision casting mullite products. The
average selling price of our precision casting mullite products decreased from RMB1,483 per
tonne for the five months ended May 31, 2024 to RMB1,307 per tonne for the five months
ended May 31, 2025, mainly due to the decrease in the average selling prices of both our
precision casting mullite powder and precision casting mullite sand. The average selling price
of our precision casting mullite powder decreased from RMB1,457 per tonne for the five
months ended May 31, 2024 to RMB1,294 per tonne for the five months ended May 31, 2025,
while the average selling price of our precision casting mullite sand decreased from RMB1,511
per tonne to RMB1,320 per tonne during the same period, as we strategically adjusted pricing
to better align with market dynamics and enhance our market penetration, thereby reinforcing
our leadership in the precision casting mullite products market.

Revenue generated from the sales of refractory mullite products

Our revenue generated from the sales of refractory mullite products significantly
increased by RMB6.0 million or 32.1%, from approximately RMB18.7 million for the five
months ended May 31, 2024 to approximately RMB24.7 million for the five months ended
May 31, 2025, primarily due to the increase in the sales volumes from 17.9 kt for the five
months ended May 31, 2024 to 24.9 kt for the five months ended May 31, 2025. This increase
was primarily attributable to our continued expansion into the refractory mullite products
market. Meanwhile, our average selling price for refractory mullite products decreased slightly
from RMB1,043 per tonne for the five months ended May 31, 2024 to RMB992 per tonne for
the five months ended May 31, 2025. The decrease in the price was primarily attributable to
an increase in the sales of refractory mullite products of certain grades, which command lower
selling prices, and our strategic pricing strategy in response to the intensified market
competition.

Revenue generated from the sales of raw coke and raw powder

Our revenue generated from the sales of raw coke and raw powder significantly increased
by RMBS5.8 million or 165.7%, from approximately RMB3.5 million for the five months ended
May 31, 2024 to approximately RMB9.3 million for the five months ended May 31, 2025,
primarily because we increased the sales of raw coke and raw powder to expand this segment.
The sales volume of our raw coke and raw powder increased from 7.6 kt for the five months
ended May 31, 2024 to 37.9 kt for the five months ended May 31, 2025, driven by the growing
customer demand and engagements of new customers. The average selling price of our raw
coke and raw powder decreased from RMB458 per tonne to RMB246 per tonne during the same
period, primarily attributable to a shift in our sales mix towards certain products with relatively
lower selling prices, in alignment with evolving customer needs.
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Revenue generated from the sales of ceramic fiber

Our revenue generated from the sales of ceramic fiber was approximately RMB2.8
million for the five months ended May 31, 2025, primarily because we began the sales of
ceramic fiber in the second half of 2024 to bring an additional revenue stream and further
diversify our product portfolio.

Cost of Sales

Our cost of sales increased by 17.6% from approximately RMB57.5 million for the five
months ended May 31, 2024 to approximately RMB67.6 million for the five months ended May
31, 2025, which was generally in line with our increased revenue during the same period.

Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit increased from approximately RMB30.8
million for the five months ended May 31, 2024 to approximately RMB37.3 million for the five
months ended May 31, 2025. Our gross profit margin increased from 34.9% to 35.5% during
the same period.

Gross profit and gross profit margin from the sales of precision casting mullite products

Gross profit from our sales of precision casting mullite products increased from
approximately RMB23.2 million for the five months ended May 31, 2024 to approximately
RMB26.0 million for the five months ended May 31, 2025, and gross profit margin from the
sales of precision casting mullite products increased from 35.1% to 38.2% during the same
period. The gross profit margin of our precision casting mullite powder increased from 27.5%
for the five months ended May 31, 2024 to 29.8% for the five months ended May 31, 2025, and
the gross profit margin of our precision casting mullite sand increased from 43.0% to 46.1%
during the same period, primarily because we continued to increase the sales of both products
while effectively controlling costs such as raw material costs and employee costs.

Gross profit and gross profit margin from the sales of refractory mullite products

Gross profit from our sales of refractory mullite products decreased from approximately
RMBS5.5 million for the five months ended May 31, 2024 to approximately RMBS5.2 million for
the five months ended May 31, 2025. Gross profit margin from our sales of refractory mullite
products decreased from 29.6% to 20.9% during the same period. Within the segment, gross
profit from the sales of large-sized chamotte particles decreased from approximately RMB4.6
million in the five months ended May 31, 2024 to approximately RMB4.0 million in the five
months ended May 31, 2025, while gross profit margin of large-sized chamotte particles
decreased from 28.9% to 23.5% during the same period, mainly because we lowered the prices
for large-sized chamotte particles of all grades, thereby supporting our further expansion into
the refractory mullite products market. On the other hand, gross profit from small-sized
chamotte particles remained relatively stable at approximately RMB1.0 million in the five
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months ended May 31, 2024 and approximately RMB1.1 million in the five months ended May
31, 2025. Gross profit margin of our small-sized chamotte particles decreased from 33.1% to
15.0% during the same period, mainly because we lowered the selling prices for small-sized
chamotte particles of all sizes to address the intensified market competition, and increased the
sales of certain grades of small-sized chamotte particles that command relatively lower selling
prices, in response to customers’ demand for such products.

Gross profit and gross profit margin from the sales of raw coke and raw powder

Gross profit from our sales of raw coke and raw powder increased from approximately
RMB2.1 million for the five months ended May 31, 2024 to approximately RMB5.3 million for
the five months ended May 31, 2025, and gross profit margin from our sales of raw coke and
raw powder decreased from 60.0% to 56.6% during the same period. The decrease was
primarily due to the increased sales of certain products with lower selling prices in response
to certain customers’ demand.

Gross profit from the sales of ceramic fiber

Gross profit from our sales of ceramic fiber was approximately RMB0.8 million, and
gross profit margin from our sales of this category of product was 28.5% for the five months
ended May 31, 2025.

Other Income and Gains

Our other net income and gains decreased from approximately RMB1.4 million for the
five months ended May 31, 2024 to approximately RMBO0.9 million for the five months ended
May 31, 2025.

Research Expenses

Our research expenses decreased from approximately RMB4.5 million for the five months
ended May 31, 2024 to approximately RMB4.1 million for the five months ended May 31,
2025, mainly due to the adjustments of compensation packages of our R&D staff, in particular,
the annual bonuses based on the completion of research projects, as well as a decrease in

research material costs due to the completion of certain research projects.
Selling and Distribution Expenses

Our selling and distribution expenses decreased from approximately RMB2.0 million for
the five months ended May 31, 2024 to approximately RMB1.5 million for the five months

ended May 31, 2025, mainly because a decrease in employee salaries due to the adjustments
of performance-based incentive plan.
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Administrative Expenses

Our administrative expenses remained relatively stable at RMBS8.7 million for the five
months ended May 31, 2024 and RMB&.7 million for the five months ended May 31. 2025.

Finance Costs

Our finance costs significantly increased from approximately RMBO0.6 million in the five
months ended May 31, 2024 to approximately RMB3.2 million in the five months ended May
31, 2025, primarily due to the interest on borrowings incurred in relation to the construction
of our new production line were no longer capitalised as the construction was completed in
2024.

Provision for Impairment Losses on Financial Assets, Net

Our provision for impairment losses on financial assets, net, increased from
approximately RMBS5.0 thousand in the five months ended May 31, 2024 to RMB112.0
thousand in the five months ended May 31, 2025.
Income Tax Expenses

Our income tax expenses increased by 31.6% from approximately RMB1.9 million in the
five months ended May 31, 2024 to approximately RMB2.5 million in the five months ended
May 31, 2025, in line with our increased taxable profits.
Profit for the Year

As a result of the foregoing, our profit for the year increased by 24.1% from
approximately RMB14.5 million in the five months ended May 31, 2024 to approximately
RMB18.0 million in the five months ended May 31, 2025.
Year Ended December 31, 2024 Compared with Year Ended December 31, 2023
Revenue

Our revenue increased by 30.5% from RMB204.7 million for the year ended December
31, 2023 to RMB267.1 million for the year ended December 31, 2024, primarily due to the

increased revenue from sales of all three product categories, which were primarily driven by
increased sales volumes. We also began generating revenue from the sales of ceramic fiber.
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Revenue generated from the sales of precision casting mullite products

Our revenue generated from the sales of precision casting mullite products increased by
RMB19.6 million, or 11.8%, from approximately RMB165.9 million for the year ended
December 31, 2023 to approximately RMB185.5 million for the year ended December 31,
2024, driven by increase in the sales volume of our precision casting mullite products. Our
sales volume of precision casting mullite products increased from 109.0 kt for the year ended
December 31, 2023 to 133.1 kt for the year ended December 31, 2024, mainly attributable to
the increased market demands for precision casting mullite products, and our expanded
production volume to meet such increasing market demand. On the other hand, the average
selling price of our precision casting mullite products decreased from RMB1,522 per tonne for
the year ended December 31, 2023 to RMB1,394 per tonne for the year ended December 31,
2024. In particular, the average selling price of precision casting mullite powder decreased
from RMB1,507 per tonne in 2023 to RMB1,410 per tonne in 2024, and the average selling
price of precision casting mullite sand decreased from RMB1,538 per tonne to RMB1,379 per
tonne during the same period. These decreases in prices were primarily due to our pricing
strategy to lower the average selling price of our precision casting mullite products in response
to the intensified market competition, thereby driving the adoption of our products and aligning
with such market demand.

Revenue generated from the sales of refractory mullite products

Our revenue generated from the sales of refractory mullite products significantly
increased by RMB28.6 million or 121.7%, from approximately RMB23.5 million for the year
ended December 31, 2023 to approximately RMB52.1 million for the year ended December 31,
2024, primarily due to the substantial increase in the sales volumes from 19.6 kt for the year
ended December 31, 2023 to 52.2 kt for the year ended December 31, 2024. Our sales volume
of refractory mullite products increased mainly because we engaged more customers for
refractory mullite products due to our increased sales efforts for such products, and we
enhanced the production volume while outsourcing the processing of some refractory mullite
products to an external contractor since October 2023 to meet increasing customer demand.
Meanwhile, our average selling price for refractory mullite products decreased from
RMB1,200 per tonne for the year ended December 31, 2023 to RMB997 per tonne for the year
ended December 31, 2024. In particular, the average selling price of large-sized chamotte
particles decreased from RMBI1,147 per tonne for the year ended December 31, 2023 to
RMBY960 per tonne for the year ended December 31, 2024, and the average selling price of
small-sized chamotte particles decreased from RMB1,451 per tonne to RMB1,287 per tonne
during the same period. The price decreases were primarily attributable to our strategic pricing
strategy for certain refractory mullite products to expand this product category, and the
increase in the sales volume of lower-priced products, which was driven by the market demand
for such products.
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Revenue generated from the sales of raw coke and raw powder

Our revenue generated from the sales of raw coke and raw powder significantly increased
by RMB11.4 million or 75.0%, from approximately RMB15.2 million for the year ended
December 31, 2023 to approximately RMB26.6 million for the year ended December 31, 2024,
primarily due to the substantial increase in the sales volume of raw coke and raw powder from
39.4 kt to 86.9 kt, which was caused by our continued expansion into the raw coke and raw
powder market by engaging more customers and identifying several customers who had
substantial needs for raw coke.

Revenue generated from the sales of ceramic fiber

Our revenue generated from the sales of ceramic fiber was approximately RMB3.0
million for the year ended December 31, 2024, primarily because we began the sales of ceramic
fiber in the fourth quarter of 2024. The sales volume of ceramic fibers was 0.3 kt for the year
ended December 31, 2024, mainly because we intended to further diversify our product
portfolio to capitalize on the growing demand for domestically-produced high-grade fibers that
are suitable for engineering ceramic environmental protection filter tuber and automobile liner
and other products, and can be used for desulfurization and denitrification in metallurgy,
electric power, thermal kiln, petrochemical, building materials and other environmental
protection fields.

Cost of Sales

Our cost of sales increased by 26.7% from approximately RMB133.4 million for the year
ended December 31, 2023 to approximately RMB169.0 million for the year ended December
31, 2024, primarily attributable to the increases in raw material costs, labor costs and other
costs that were caused by the increase in the production volume, partially offset by the decrease
in energy costs, which was caused by the increasing use of coal for calcination in the
production of some of our products.

Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit increased from approximately RMB71.3
million for the year ended December 31, 2023 to approximately RMB98.2 million for the year
ended December 31, 2024. Our gross profit margin increased from 34.8% to 36.7% during the
same period.

Gross profit and gross profit margin from the sales of precision casting mullite products

Gross profit from our sales of precision casting mullite products increased from
approximately RMB51.2 million for the year ended December 31, 2023 to approximately
RMB67.9 million for the year ended December 31, 2024, and gross profit margin from our
sales of precision casting mullite products increased from 30.8% to 36.6% during the same
period, primarily due to the increased sales of our precision casting mullite powder and
precision casting mullite sand through our pricing strategy and marketing efforts, while
effectively controlling the costs in relation to production. We effectively controlled the costs
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by reducing energy costs, while enjoying benefits of economies of scale. Our energy costs
decreased by approximately RMB4.0 million from approximately RMB53.0 million for the
year ended December 31, 2023 to approximately RMB49.0 million for the year ended
December 31, 2024, mainly because we adopted coal as fuel for kilns designed to be capable
of using both coal and natural gas for calcination in the production of precision casting mullite
products, when the supply of natural gas was relatively tight in 2024. In producing the same
unit of calorific value required for the calcination, using coal costs RMB134.1, whereas gas
costs RMB420.9 during the Track Record Period.

Gross profit and gross profit margin from the sales of refractory mullite products

Gross profit from our sales of refractory mullite products increased from approximately
RMB9.3 million for the year ended December 31, 2023 to approximately RMB12.1 million for
the year ended December 31, 2024. Gross profit margin from our sales of refractory mullite
products decreased from 39.6% to 23.3% during the same period. Specifically, the gross profit
margin from the sales of our large-sized chamotte particles decreased from 39.2% in 2023 to
23.4% in 2024, while the gross profit margin from the sales of our small-sized chamotte
particles decreased from 41.0% to 22.3% over the same period. Gross profit margin of our
large-sized chamotte particles decreased during this period as we strategically lowered the
prices of our large-sized chamotte particles of certain grades in response to the intensified
market competition. The average selling price of our large-size chamotte particles was
particularly high in 2023 after we ramped up the production of refractory mullite product,
which caused the production capacity to return to the normal level and resulted in
higher-quality chamotte particles that command higher average selling prices. In the meantime,
gross profit margin of our small-sized chamotte particles decreased we adjusted the pricing for
small-sized chamotte particles to further broaden our market presence within the refractory
mullite products market.

Gross profit and gross profit margin from the sales of raw coke and raw powder

Gross profit from our sales of raw coke and raw powder increased from approximately
RMB10.8 million for the year ended December 31, 2023 to approximately RMB16.7 million
for the year ended December 31, 2024, and gross profit margin from our sales of raw coke and
raw powder decreased from 70.7% to 62.6% during the same period. The decrease in gross
profit margin from the sales of raw coke and raw powder was primarily due to the increased
sales of lower-priced raw coke of different sizes to meet the increased customer demand for
such products and the launch of raw powder in 2024, which had lower gross profit margin.

Gross profit and gross profit margin from the sales of ceramic fiber

Gross profit from our sales of ceramic fibers was approximately RMB1.5 million, and
gross profit margin from our sales of this category of product was 50.8% for the year ended
December 31, 2024 as we began the sales of ceramic fiber in 2024. The gross profit margin was
high because the high-quality ceramic fibers were sold at the higher price, while our cost of
sales related to the production of such products remained low as we possess high-quality kaolin
ore.
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Other Income and Gains

Our other net income and gains decreased by 40.8% from approximately RMBS&.0 million
for the year ended December 31, 2023 to approximately RMB4.7 million for the year ended
December 31, 2024, primarily due to the decrease in the one-off government grants and
decreased sales of scrap, which does not occur on a regular basis.

Research Expenses

Our research expenses increased by 81.1% from approximately RMB7.0 million for the
year ended December 31, 2023 to approximately RMB12.6 million for the year ended
December 31, 2024, mainly because we launched several new research projects during the
period, resulting in increases in our employee salaries, electricity expenses and research
material expenses.

Selling and Distribution Expenses

Our selling and distribution expenses increased by 20.9% from approximately RMB3.8
million for the year ended December 31, 2023 to approximately RMB4.6 million for the year
ended December 31, 2024, mainly because we offered bonuses to sales and marketing
employees to award their sales efforts.

Administrative Expenses

Our administrative expenses increased by 27.8% from approximately RMB17.5 million in
2023 to approximately RMB22.3 million in 2024, primarily due to the increased employee
salaries for some of our administrative employees.

Finance Costs

Our finance costs significantly increased from approximately RMB1.0 million in 2023 to
approximately RMB3.7 million in 2024, primarily due to an increase in the interests on
borrowings of approximately RMB4.7 million, mainly due to the decrease in the capitalized
interests on bank borrowings as we had achieved certain milestones for the construction of a
production line for precision casting mullite products with an annual production capacity of
200,000 tonnes.

Provision for Impairment Losses on Financial Assets, Net

Our provision for impairment losses on financial assets, net, increased from
approximately RMB48 thousand in 2023 to RMB163 thousand in 2024 primarily due to the
provision for impairment on other receivables.

Income Tax Expenses

Our income tax expenses increased by 7.9% from approximately RMB6.4 million in 2023
to approximately RMB6.9 million in 2024, in line with our increased taxable profits.

— 346 -



FINANCIAL INFORMATION

Profit for the Year

As a result of the foregoing, our profit for the year increased by 20.6% from
approximately RMB43.6 milli