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IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should obtain 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 “Appendix VI — Documents Delivered to the Registrar of Companies and Available on Display” 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 as to the contents of this prospectus or any other document referred to above.
The Offer Price is expected to be determined by agreement between the Sole Sponsor-Overall Coordinator (for itself and on behalf of the Underwriters) and us on the Price Determination Date. The Price
Determination Date is expected to be on or about Friday, August 29, 2025 and, in any event, not later than 12:00 noon on Friday, August 29, 2025. The Offer Price will be no more than HK$17.42 and is
currently expected to be not less than HK$16.00. Applicants for Hong Kong Offer Shares may be required to pay, on application (subject to application channels), the maximum Offer Price of HK$17.42
for each Hong Kong Offer Share together with brokerage of 1.0%, SFC transaction levy of 0.0027%, Stock Exchange trading fee of 0.00565% and AFRC transaction levy of 0.00015%, subject to refund
if the Offer Price should be lower than HK$17.42. If, for any reason, the Sole Sponsor-Overall Coordinator (for itself ‘and on behalf of the Underwriters) and us are unable to reach an agreement on the Offer
Price, the Global Offering will not proceed and will lapse.

The Sole Sponsor-Overall Coordinator (for itself and on behalf of the Underwriters) may, where considered appropriate and with our consent, reduce the number of Offer Shares and/or the
indicative Offer Price range that 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 the reduction in the number of Offer Shares and/or the indicative Offer Price range will be published on the websites of the Stock Exchange at www.hkexnews.hk and our Company at
www.aux-heme.com as soon as practicable following the decision to make such reduction, and in any event not later than the morning of the last day for lodging applications under the Hong Kong
Public Offering. For more details, see the sections headed “Structure of the Global Of[‘ermg“ and “How to Apply for Hong Kong Offer Shares” in this prospectus.

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

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for the subscription for, the Hong Kong Offer Shares,
are subject to termination by the Sole Sponsor-Overall Coordinator (for itself and on behalf of the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Such
grounds are set out in the section headed “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public Offering — Grounds for Termination” in this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be offered, sold, pledged or tr: erred within the United
States, except that Offer Shares may be offered, sold or delivered (a) in the United States solely to QIBs in reliance on Rule 144A or another exemption from, or in a transaction not subject to, the registration
requirements of the U.S. Securities Act; or (b) outside the United States in offshore transactions in reliance on Regulation S.

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 websites of the Stock Exchange (www.hkexnews.,hk) and our Company (www.aux-home.com). If you require a printed copy of this prospectus, you may
download and print from the website addresses above.
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IMPORTANT NOTICE TO INVESTORS OF HONG KONG OFFER SHARES
FULLY ELECTRONIC APPLICATION PROCESS

Our Company has adopted a fully electronic application process for 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 www.aux-home.com.

Our Company 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 prospectus as registered with the Registrar of Companies
in Hong Kong pursuant to section 342C of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance.

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

(1) apply online through the HK eIPO White Form service at www.hkeipo.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.

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 stated 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.
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Your application through the HK eIPO White Form service or the HKSCC EIPO

channel must be for a minimum of 200 Hong Kong Offer Shares and in one of the numbers set

out in the table.

If you are applying through the HK eIPO White Form 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 maximum amount payable on application in full upon application
for Hong Kong Offer Shares.

If you are applying through the HKSCC EIPO channel, you are required to pre-fund your

application based on the amount specified by your broker or custodian, as determined based on

the applicable laws and regulations in Hong Kong.

Maximum Maximum Maximum Maximum
Amount Amount Amount Amount
No. of Hong payable® on No. of Hong payable® on No. of Hong payable® on  No. of Hong payable® on
Kong Offer  application/  Kong Offer  application/ Kong Offer  application/  Kong Offer  application/
Shares successful Shares successful Shares successful Shares successful
applied for allotment applied for allotment applied for allotment applied for allotment
HKS$ HK$ HK$ HKS
200 3,519.14 6,000  105,574.09 100,000  1,759,568.06 5,179,000 91,128,030.35
400 7,038.27 7,000 123,169.76 200,000 3,519,136.15
600 10,557.41 8,000  140,765.44 300,000 5,278,704.21
800 14,076.55 9,000  158,361.13 400,000  7,038,272.28
1,000 17,595.68 10,000 175,956.80 500,000 8,797,840.36
1,200 21,114.81 20,000 351,913.61 600,000  10,557,408.42
1,400 24,633.96 30,000 527,870.42 700,000 12,316,976.49
1,600 28,153.08 40,000  703,827.23 800,000  14,076,544.55
1,800 31,672.23 50,000 879,784.04 900,000  15,836,112.64
2,000 35,191.36 60,000 1,055,740.84 1,000,000 17,595,680.70
3,000 52,787.04 70,000 1,231,697.65 2,000,000  35,191,361.40
4,000 70,382.72 80,000 1,407,654.46 3,000,000  52,787,042.10
5,000 87,978.40 90,000  1,583,611.26 4,000,000  70,382,722.80

(I)  Maximum number of Hong Kong Offer Shares you may apply for and this is approximately 50% of the Hong

Kong Offer Shares initially offered.

(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) or to the HK eIPO White Form Service Provider (for applications made through
the application channel of the HK eIPO White Form service) while the SFC transaction levy, the Stock
Exchange trading fee and the AFRC transaction levy will be paid to the SFC, the Stock Exchange and the
AFRC, respectively.
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EXPECTED TIMETABLE

If there is any change in the following expected timetable, we will issue
an announcement to be published on the websites of our Company at
www.aux-home.com and the Stock Exchange at www.hkexnews.hk.

Date”

Hong Kong Public Offering commences. . . .............. ... 9:00 a.m. on
Monday, August 25, 2025

Latest time for completing electronic applications under

HK eIPO White Form service through the designated
website: www.hkeipo.hk. . .. ... ... . 11:30 a.m. on
Thursday, August 28, 2025

Application lists open™® . .. .. ... 11:45 a.m. on
Thursday, August 28, 2025

Latest time for (a) completing payment for HK eIPO White
Form applications by effecting internet banking transfer(s)
or PPS payment transfer(s) and (b) giving electronic
application instructions to HKSCC™ . ... ... .. ... ... .. ... ........ 12:00 noon on
Thursday, August 28, 2025

If you are instructing your broker or custodian who is a HKSCC Participant to submit
an EIPO application on your behalf through HKSCC’s FINI system in accordance with your
instruction to apply for the Hong Kong Offer Shares, 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
Thursday, August 28, 2025

Expected Price Determination Date® .. ..................... Friday, August 29, 2025

(1) Announcement of the Offer Price, the level of indication
of interest in the International Offering, the level of
applications in the Hong Kong Public Offering and the
basis of allocation of the Hong Kong Offer Shares under
the Hong Kong Public Offering to be published of the

website of the Stock Exchange at www.hkexnews.hk
©

and our Company’s website at www.aux-home.com

onorbefore. ... ... ... 11:00 p.m. on
Monday, September 1, 2025
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EXPECTED TIMETABLE

(2) Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document
numbers, where appropriate) to be available through
a variety of channels, including:

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

on our Company’s website at www.aux-home.com,

atorbefore . ... ... ... 11:00 p.m. on
Monday, September 1, 2025

. from the “Allotment Results” page in the
designated results of allocations website at
www.hkeipo.hk/IPOResult
(or www.tricor.com.hk/ipo/result) from. .. ................... 11:00 p.m. on
Monday, September 1, 2025
to 12:00 midnight on
Sunday, September 7, 2025

. from the allocation results telephone enquiry by
calling +852 3691 8488 between 9:00 a.m. and
6:00 pm. from........ ... ... Tuesday, September 2, 2025
to Friday, September 5, 2025
(except Saturday,
Sunday and public
holiday in Hong Kong)

Share certificates in respect of wholly or partially
successful applications to be dispatched or deposited
into CCASS on or before™ . .. ... ... .. ... ............ Monday, September 1, 2025

HK eIPO White Form e-Auto Refund payment
instructions/refund checks in respect of (i) wholly
or partially successful applications if the final Offer Price
is less than the price payable on application (if applicable)
and (ii) wholly or partially unsuccessful applications
under the Hong Kong Public Offering to be

dispatched on or before®™® . ... ... ... . . ... Tuesday, September 2, 2025

Dealings in the Shares on the Stock Exchange
expected to commence at 9:00 am.on.................. Tuesday, September 2, 2025

Notes:

(1)  All times refer to Hong Kong local time, except as otherwise stated.
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©))

3)

C))

(%)

(6)

)

(®)

€))

You will not be permitted to submit your application through the designated website at www.hkeipo.hk after
11:30 a.m. on the last day for submitting applications. If you have already submitted your application and
obtained an application reference number from the designated website at or 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 submitting applications, when the application lists close.

If there is/are a tropical cyclone warning signal number 8 or above, a “black” rainstorm warning and/or
Extreme Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Thursday,
August 28, 2025, the application lists will not open or close on that day. Please see “How to Apply for Hong
Kong Offer Shares — E. Severe Weather Arrangements.”

Applicants who apply for Hong Kong Offer Shares through HKSCC EIPO channel or by instructing your
broker or custodian to apply on your behalf via HKSCC EIPO Channel should see “How to Apply for Hong
Kong Offer Shares — A. Application for Hong Kong Offer Shares — 2. Application Channels.”

The Price Determination Date is expected to be on or before Friday, August 29, 2025 and, in any event, not
later than 12:00 noon on Friday, August 29, 2025. If, for any reason, the Offer Price is not agreed between the
Sole Sponsor-Overall Coordinator (for itself and on behalf of the Underwriters) and us by 12:00 noon on
Friday, August 29, 2025, the Global Offering will not proceed and will lapse.

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

The Share certificates will only become valid evidence of title at 8:00 a.m. on the Listing Date provided that
the Global Offering has become unconditional and the right of termination described in “Underwriting —
Underwriting Arrangements and Expenses — Hong Kong Public Offering — Grounds for Termination” has not
been exercised. Investors who trade Shares on the basis of publicly available allocation details or prior to the
receipt of Share certificates or the Share certificates becoming valid do so entirely at their own risk.

HK eIPO White Form e-Auto Refund payment instructions/refund checks will be issued in respect of wholly
or partially unsuccessful applications pursuant to the Hong Kong Public Offering and also in respect of wholly
or partially successful applications in the event that the final Offer Price is less than the price payable per Offer
Share on application. Part of the applicant’s identification document number, or, if the application is made by
joint applicants, part of the identification document number of the first-named applicant, provided by the
applicant(s) may be printed on the refund check, if any. Such data would also be transferred to a third party
for refund purposes. Banks may require verification of an applicant’s identification document number before
encashment of the refund check. Inaccurate completion of an applicant’s identification document number may
invalidate or delay encashment of the refund check.

Applicants who have applied for Hong Kong Offer Shares through HKSCC EIPO channel should refer to
“How to Apply for Hong Kong Offer Shares — D. Despatch/Collection of Share Certificates and Refund of
Application Monies” for details.

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

Any uncollected Share certificates will be dispatched by ordinary post, at the applicants’ risk, to the addresses
specified in the relevant applications.

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

The above expected timetable is a summary only. You should see “Structure of the
Global Offering” and “How to Apply for Hong Kong Offer Shares” for details of the
structure of the Global Offering, including the conditions of the Global Offering and the
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 and is qualified in its entirety by, and should be read in conjunction
with, the full document. You should read the whole document before you decide to
invest in the Offer Shares. Various expressions used in this section are defined in the
sections headed “Definitions” and “Glossary of Technical Terms” in this prospectus.

There are risks associated with any investment. Some of the particular risks in
investing in the Offer Shares are set forth in the section headed “Risk Factors” of this
prospectus. You should read that section carefully before you decide to invest in the
Offer Shares.

OVERVIEW

We are one of the global top five air conditioner providers, with capabilities covering the
design, R&D, production, sales and related services of household and central air conditioners.
We capture opportunities in the global air conditioner industry with market size of
RMB1,312.8 billion in 2024. Our operations have expanded from China to the world, covering
over 150 countries and regions worldwide. In 2024, we are the fifth largest air conditioner
provider in the global market in terms of sales volume with a market share of 7.1%, according
to Frost & Sullivan. The chart below demonstrates the highlights of our businesses:

RMB29.8 bn 23.4% 150+ 57.1% Top S

2024 Revenue Revenue CAGR! Countries and Regions’ Revenue from Overseas® Air Conditioner
Provider Globally*

Notes:

1. From 2022 to 2024.

2. As of the Latest Practicable Date.

3. For the three months ended March 31, 2025.

4, In terms of sales volume in 2024, according to Frost & Sullivan.

We have earned market recognition and consumer loyalty, making us one of the
fastest-growing air conditioner brands globally. During the Track Record Period, we have
maintained rapid growth, achieving a sales volume CAGR of 30.0% from 2022 to 2024,
comparing to the sales volume CAGR of global air conditioner market of 4.6% during the same
period.

We provide a wide range of mass-market household air conditioners. The mass market has
become the primary growth engine for China’s air conditioner sector, fueled by rural
revitalization policies, urbanization-driven demand in lower-tier markets, and consumers’
growing focus on cost-effectiveness. By seizing these industry opportunities with our sales
coverage and affordable products, we have consistently increased our market share and brand
influence. Furthermore, our multi-brand strategy allows us to cater to diverse consumer needs.

_1-
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We are a key player for smart-enabled air conditioners within the industry, maintaining
technology capabilities such as voice recognition and semantic understanding.

For over three decades, we have been deeply rooted in the air conditioner industry,
continuously striving to provide global consumers with high-quality and affordable products.
During the startup phase from 1994 to 2001, we established the AUX brand and quickly gained
a strong presence in China’s rapidly growing air conditioner market. We experienced rapid
growth from 2001 to 2013, when we penetrated into global markets and built strong brand
recognition through continuous product improvement, affordable products and precise brand
marketing. We have been transforming and upgrading our sales channels, production capacity
and product quality since 2013. We adopted the sales model of streamlining the distribution
layers by reducing the number of intermediates, and benefited our consumers. We launched our
“Hello AUX” app to better manage and empower our distributors, and then derived and built
a unique “Hello AUX” ecosystem. Since 2018, we have advanced our international strategy by
establishing production bases and R&D centers in overseas, and then established our overseas
sales companies and local teams in areas such as Malaysia, Thailand, the U.S., the UAE,
Vietnam and Saudi Arabia to expand our sales in such areas. In addition, we focus on
digitalization and supply chain integration to further strengthen our competitive advantages.
For details, see “Business — Overview — Our Development History.”

Our Brand and Product Matrix

We have named our brand “AUX” by transliterating the English word “Ox.” We have
leveraged our master brand “AUX” to build our presence in both domestic and overseas
markets, and further enhance our market penetration through a multi-brand strategy. We have
developed the brands “Hutssom” (¥ 75) and “AUFIT,” and introduced premium brands such as
ShinFlow to achieve broader global consumer coverage. Through this multi-brand strategy, we
are able to address the varying needs and preferences of consumers around the world.

Our product portfolio primarily encompasses household and central air conditioners. We
concentrate our product development on four key factors: efficiency, comfort, health and
intelligence. Our household air conditioners include wall-mounted, cabinet-style and mobile
units, while our central air conditioners comprise VRF systems, packaged units, heat pumps,
chillers and terminal devices. We rapidly iterate our products and continuously enrich our
portfolio, covering a wide range of applications, such as residential homes, office buildings,
shopping malls, hotels, hospitals and industrial parks.
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AUX R 7 A

Household Air Conditioners Central Air Conditioners

=2 @ W 2

Rapid Cooling Al-Powered Voice-Activated Omni-Dircctional Fi Remote High-Temperature: Low-Noise
and Heating Energy-Saving Intelligent Control Gentle Airflow Purification Operation Self-Cleaning Performance

Our Financial Highlights

During the Track Record Period, we have maintained a robust growth in our revenue and
net profit. Our revenue increased by 27.2% from RMB19,527.6 million in 2022 to
RMB24,831.8 million in 2023, and further increased by 19.8% to RMB29,759.3 million in
2024. Furthermore, our revenue increased by 27.0% from RMB7,362.6 million in the three
months ended March 31, 2024 to RMB9,352.4 million in the three months ended March 31,
2025.

Our net profit increased by 72.5% from RMB1,441.7 million in 2022 to RMB2,486.8
million in 2023, and further increased by 17.0% to RMB2,910.2 million in 2024. Furthermore,
our net profit increased by 23.0% from RMB751.6 million in the three months ended March
31, 2024 to RMB924.5 million in the three months ended March 31, 2025. In 2022, 2023, 2024
and the three months ended March 31, 2024 and 2025, our net profit margins amounted to
7.4%, 10.0%, 9.8%,10.2% and 9.9%, respectively.

OUR COMPETITIVE STRENGTHS

We believe the following strengths position us well to capitalize on future opportunities

and deliver continued growth:

. One of the global top five air conditioner providers;

. Renowned brand cultivated by over three decades of development focused on air
conditioners;
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. Technological innovation and rapid product iteration driven by quality-focused
R&D;

o Efficient consumer reach covered by multi-channel, innovative and streamlined
sales;

. Improved operational efficiency and quality through digitalization and
intelligentization; and

. Visionary, dynamic and stable management team with collaborative corporate
culture.

OUR STRATEGIES

We aim to further grow our business by pursuing the following strategies:

. Accelerate our globalization layout;

. Enhance the sales of our own branded products and enhance our brand recognition;

. Continue to expand our central air conditioner business;

. Further invest in R&D and promote digital and intelligent transformation; and

. Promote industrial empowerment and ecological cooperation.

CUSTOMERS AND SUPPLIERS

During the Track Record Period, our five largest customers were mainly distributors and
ODM customers. In 2022, 2023, 2024 and the three months ended March 31, 2025, our revenue
from our five largest customers in each year/period in the aggregate accounted for 18.3%,
17.5%, 18.9% and 18.1% of our total revenue during the corresponding years/periods,
respectively. Our distributors primarily include e-commerce platforms, regional distributors
and SME retailers. For details, please see “Business — Sales and Marketing.”

During the Track Record Period, our suppliers primarily included raw material and
component suppliers. In 2022, 2023, 2024 and the three months ended March 31, 2025, our
purchase amount from our five largest suppliers in each year/period in the aggregate accounted
for 31.8%, 28.8%, 33.3% and 26.6% of our total cost of sales during the corresponding
years/periods, respectively.



SUMMARY

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth a summary of our consolidated financial information for the
Track Record Period, extracted from the Accountants’ Report set out in Appendix I. The
summary of consolidated financial data set forth below should be read together with, and is
qualified in its entirety by reference to, the consolidated financial statements in this prospectus,
including the related notes. Our consolidated financial information has been prepared in
accordance with HKFRS Accounting Standards.

Summary of Consolidated Statements of Profit or Loss
The following table sets forth a summary of our consolidated statements of profit or loss
with line items, both in absolute amounts and as percentages of our revenue, for the

years/periods indicated:

For the year ended December 31, For the three months ended March 31,

2022 2023 2024 2024 2025

% of % of % of % of % of
RMB’000  revenue ~ RMB'000  revenue ~ RMB’000  revenue ~ RMB'000  revenue ~ RMB’000  revenue
(Unaudited)

Revenue . . . ... . .. 19,527,585  100.0 24,831,833 100.0 29,759,319 1000 7,362,572 100.0 9,352,397 100.0
Cost of sales . . . . . .. (15,377,689)  (78.7) (19,409,654) (78.2) (23,518,994) (79.0) (5,785,050) (78.6) (7,376,697) (78.9)

Gross profit . . . . . .. 4,149,896 213 5422179 218 6,240,325 21.0 1,577,522 214 1975700 211
Other income and gains . 321,657 1.6 465,572 1.9 616,263 2.1 101,623 1.4 124,222 1.3
Selling and distribution

expenses . . . ... .. (785,288)  (4.0) (1,019,264) (41) (1,276,678) (4.3) (263,936) (3.6) (363,619) (3.9)
Administrative expenses . (741,182)  (3.8)  (949,135)  (3.8) (1,025,375) (34) (221.844) (3.0)  (269,329) (2.9)
Research and

development expenses . (397,563)  (2.0)  (566,630) (2.3)  (710,035) (24) (123,509) (1.7)  (128,335) (1.4)
Impairment (loss)/gain on

—
(95

financial assets, net . . (13,075)  (0.1) 2965 0.0 (43,233)  (0.) (659200 (0.9)  (67.872) (0.7)
Other expenses . . . . . . (604,100)  (3.1) (151,804) (0.6) (207,074) (0.7)  (31412) (04)  (44577) (0.5)
Finance costs. . . . . . . (96,032)  (0.5)  (61483) (02)  (45140) (0.2)  (12.868) (0.2)  (17458) (02)
Profit before tax. . . . . 1,834,307 94 3,142,400 127 3,549,047 119 959,656  13.0 1,208,732 129
Income tax expense. . . . (392,569) (2.0) (655,606) (2.6) (638,876) (2.1) (208,061) (2.8) (284,184) (3.0)

Profit for the year. . .. 1441738 7.4 2486794 100 2910171 98 751595 102 924,548 99

Profit attributable to:
Owners of the parent . . . 1,441,738 74 2,486,794 ﬂ 2,910,171 9.8 751,595 102 924,548 9.9
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Non-HKFRS Measures

To supplement our consolidated financial statements that are presented in accordance
with HKFRS, we also use adjusted net profit (non-HKFRS measure), EBITDA (non-HKFRS
measure) and adjusted EBITDA (non-HKFRS measure) as additional financial measures, which
are not required by, or presented in accordance with, HKFRS. Adjusted net profit for the
year/period (non-HKFRS measure) was calculated by taking profit for the year/period and
adding back (i) Listing expenses, which represented expenses in relation to the Global
Offering; and (ii) share based compensation paid to our employees, which was non-cash in
nature. We define adjusted EBITDA (non-HKFRS measure) as EBITDA (non-HKFRS measure)
(which refers to profit for the year/period plus (i) depreciation and amortization, which
represents the depreciation of property, plant and equipment, right-of-use assets and investment
property and the amortization of intangible assets; (ii) finance costs, which represent interest
expense from financing activities; and (iii) income tax expenses, minus interest income) for the
year/period adjusted by adding back (i) Listing expenses, which represented expenses in
relation to the Global Offering; and (ii) share based compensation paid to our employees,

which was non-cash in nature.

We believe that these non-HKFRS measures facilitate comparisons of operating
performance from period to period and company to company. We believe that these measures
provide useful information to investors and others in understanding and evaluating our results
of operations in the same manner as they help our management. However, our presentation of
adjusted net profit (non-HKFRS measure), EBITDA (non-HKFRS measure) and adjusted
EBITDA (non-HKFRS measure) may not be comparable to similarly titled measures presented
by other companies. The use of such non-HKFRS measures has limitations as an analytical
tool, and you should not consider them in isolation from, or as a substitute for analysis of, our
results of operations or financial condition as reported under HKFRS Accounting Standards.
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The following table sets forth a reconciliation of our adjusted net profit (non-HKFRS
measure), EBITDA (non-HKFRS measure) and adjusted EBITDA (non-HKFRS measure) in
accordance with HKFRS for the years/periods indicated.

For the three months ended

For the year ended December 31, March 31,
2022 2023 2024 2024 2025
RMB’000
(Unaudited)

Profit for the year/period . . 1,441,738 2,486,794 2,910,171 751,595 924,548
Add:
Listing expenses in

connection with Global

Offering. . .. ......... - - 20,471 - 8,257
Share-based payment

eXpenses . .. ......... 7,455 24,298 4,245 4,770 5,090
Adjusted net profit

(non-HKFRS measure) . . 1,449,193 2,511,092 2,934,887 756,365 937,895
Profit for the year/period . . 1,441,738 2,486,794 2,910,171 751,595 924,548
Add:
Depreciation and

amortization . . . . . ... .. 480,350 480,996 561,134 132,101 151,988
Finance costs. . . ... ..... 96,032 61,483 45,146 12,868 17,458
Income tax expenses . . . . .. 392,569 655,606 638,876 208,061 284,184
Less:
Interest income . ........ (46,612) (186,525) (217,790) (45,280) (24,531)
EBITDA (non-HKFRS

measure) . . .......... 2,364,077 3,498,354 3,937,537 1,059,345 1,353,647
Add:
Listing expenses in

connection with Global

Offering. . ... ........ - - 20,471 - 8,257
Share-based payment

eXpPenses . . .. ........ 7,455 24,298 4,245 4,770 5,090
Adjusted EBITDA

(non-HKFRS measure) . . 2,371,532 3,522,652 3,962,253 1,064,115 1,366,994
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Revenue

During the Track Record Period, we primarily generated revenue from sales of products,
including household air conditioners and central air conditioners. We also generated revenue
from other businesses, such as sales of raw materials, royalty fees and leasing of properties.
Our royalty fees represent brand authorization fees from a variety of domestic manufacturers
for certain kitchen appliances and other small home appliances, for example, floor fan and air
fryer.

To support the sales of our diverse product portfolio, we have integrated online and
offline channels to better serve our customers and expand our penetration to broader markets.
Additionally, we have implemented a hybrid distribution model and direct sales. Our overall
growth in revenue during the Track Record Period was primarily driven by the increase sales
to the overseas ODM customers. Our revenue from sales to overseas ODM customers amounted
to RMB6,881.0 million, RMB&,503.3 million, RMB11,936.7 million, RMB3,238.5 million and
RMB4,374.1 million in 2022, 2023, 2024 and the three months ended March 31, 2024 and
2025, respectively, accounting for 35.2%, 34.2%, 40.1%, 44.0% and 46.8% of our total revenue
in the same period, respectively.

The following table sets forth the breakdown of our revenue by types of goods, both in
absolute amounts and as percentages of total revenue, for the years/periods indicated.

For the year ended December 31, For the three months ended March 31,

2022 2023 2024 2024 2025

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

Household air
conditioners . . . . .. 17,283,960  88.5 21,683,095 873 25904463 87.1 6,542,323 889 8376177  89.5

- Wall-mounted units. . 14,457,926 740 18,208,560 733 22,082,388 742 5,610,017 762 7,080,880  75.7
- Cabinet-style units . .~ 2,309,927 118 3242497  13.1 3624983 122 835747 114 1134891 121

— Mobile units” . . . . 516,108 2.7 232,038 0.9 197,093 0.7 96,559 1.3 160,406 1.7
Central air conditioners. . 1,885,156 9.7 2,750,134 11.1  3223,500  10.8 734978 100 865,208 93
Others . .. ....... 358,469 _18 398,604 j 031,356 ﬁ 85,271 i 111,012 j
Total . ... ....... 19,527,585 M 24,831,833 M 29,759,319 M 7,362,572 M 9,352,397 M
Note:

(1) During the Track Record Period, the sales performance of our mobile unit air conditioners did not correspond
with the overall increase in our revenue. This was primarily due to our strategic decision to adjust certain
orders to mitigate low-margin transactions from 2022 to 2024. The revenue generated from mobile units
increased from RMB96.6 million for the three months ended March 31, 2024 to RMB160.4 million for the
same period in 2025, primarily driven by growing demand for portable air conditioners in the European market,
coupled with the successful launch of a new low-noise product that gained strong market acceptance.
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The following table sets forth a breakdown of our revenue by geographic locations for the
years/periods indicated:

For the year ended December 31, For the three months ended March 31,
2022 2023 2024 2024 2025
% of % of % of % of % of
RMB’000  revenue ~ RMB’000  revenue ~ RMB’000  revenue ~ RMB’000  revenue ~ RMB’000  revenue
(Unaudited)

Chima. . ............ 1,141,582 570 14419477 581 15,078,580 507 3,602,583 49.7 4016,028 429
Asia (except China) . . . .. .. 4800,131 246 5134525 231 7339872 247 1,956,838 26.6 2944806 315
Burope . . .. ... ... ... 1,789,547 9.2 2280070 9.2 3024817 102 810,999 110 1,091,794 117
North America” . . . . ... .. 1041432 53 1,132,694 46 2,095,134 70 579639 79 392876 42
South America. . . . ... ... 460827 24 71983 29 1,507,028 5.0 184027 2.5 518,585 5.6
Other countries/regions(z) ..... 294,066 ﬁ 543031 ﬂ 713,888 ﬁ 168,486 ﬁ 387,708 ﬂ
Total . . ............ 19,527,585 W 24,831,833 M 29,759,319 M 7,362,372 M 9,352,397 M

(1)  During the Track Record Period, our revenue generated from North America was primarily represented revenue
generated from Mexico.

(2)  Primarily include Africa and Oceania.

Gross Profit and Gross Profit Margin

The following table sets forth the breakdown of our gross profit and gross profit margin
by types of goods for the years/periods indicated.

For the year ended December 31, For the three months ended March 31,
2022 2023 2024 2024 2025
Gross Gross Gross Gross Gross
profit profit profit profit profit

Gross profit margin  Gross profit margin Gross profit margin  Gross profit margin Gross profit margin

RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %

(Unaudited)
Household air
conditioners . . . . . . 3450,131 200 4439841 205 4979830 192 1,305,335 20.0 1,659,896  19.8
Central air conditioners. . 518916 275 795,778 289 979,267 304 228,891 311 259,850 30.0
Others . . ........ 180,849 505 186,560  46.8 281,228 445 43,296 508 55,954 504
Total . . ... ...... 4,149,896 213 5422179 218 6,240,325 210 1,577,522 214 1975700 21.1

Our overall gross profit margin during the Track Record Period was primarily influenced
by changes in the product mix, including variations in product types (e.g., household and
central air conditioners) and business models (e.g., OBM and ODM models).

—9_
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The gross profit margin for central air conditioners is generally higher than that of
household air conditioners, primarily because more complex manufacturing processes and
more advanced technical requirements required for central air conditioning systems. The gross
profit margin for other business is higher than that of sales of air conditioners as our leasing
of properties generally had lower cost of sales. In addition, there is no cost of sales associated
with providing brand authorization.

In addition, our gross profit margin under the ODM model is generally lower than that of
the OBM model, primarily because (i) under the OBM model, we maintain full control over our
brand, enabling independent product design, research and development, production, and sales.
This autonomy allows for premium pricing and greater market pricing power, thereby
enhancing product value and profit margins. Furthermore, the OBM model strengthens
consumer loyalty and market competitiveness through continuous brand-building and
marketing efforts, further driving profitability. In contrast, while we possess design and R&D
capabilities under the ODM model, we rely on client brands, resulting in relatively lower profit
margins. During the Track Record Period, increased sales under the ODM model contributed
to the growth of our total revenue. However, this also temporarily exerted pressure on our
overall gross margin. Historically, rather than being limited to the ODM model, we have
consistently enhanced our capabilities to promote our own brands. For details, see “Business
— Sales and Marketing — Our Sales Networks — Offline Channels” as well.

Profit For the Year/Period

Our profit increased from RMB1,441.7 million in 2022 to RMB2,486.8 million in 2023.
The increase was primarily due to (i) an increase in our revenue from sales of our household
air conditioners with sales volume increasing from 10.2 million units in 2022 to 14.0 million
units in 2023. This is primarily due to the enhanced market presence achieved through
increased distributor networks, strengthened e-commerce collaborations, and the increased
sales volume of our “Hutssom” (¥£755) products; and (ii) an increase in our revenue from sales
of our central air conditioners, primarily due to the increase in sales volume from 0.9 million
units in 2022 to 1.3 million units in 2023, driven by enhanced global presence, strengthened
collaborations with major existing overseas customers, and the launch of several new products.
Our profit is partially offset by (i) an increase in our cost of sales, primarily due to the
increased costs in raw materials and components for the same period, along with our increased
production and sales; and (ii) an increase in our expenses, largely driven by our business
growth.

Our profit increased from RMB2,486.8 million in 2023 to RMB2,910.2 million in 2024.
The increase was primarily due to (i) an increase in our revenue from sales of our household
air conditioners, primarily due to the increase in sales volume of household air conditioners
from 14.0 million units in 2023 to 17.1 million units in 2024. This is primarily attributable to
the enhanced penetration of “Hello AUX,” expansion of the distributor network, strategic
overseas customer base expansion, and strengthened market presence of our air conditioners in
certain overseas counties and regions; and (ii) an increase in our revenue from sales of our
central air conditioners, primarily due to the increase in sales volume of central air conditioners
from 1.3 million units in 2023 to 1.6 million units in 2024. This is primarily due to the
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successful launch of regionally tailored central air conditioners, strategic expansion and
enhanced penetration of the customer base in key overseas regions, and increased market
presence of certain products in certain European countries. Our profit is partially offset by (i)
an increase in our cost of sales, primarily due to the increased costs in raw materials and
components used for the same period, which was generally along with our increased production
and sales; and (ii) an increase in our expenses, largely driven by our business growth.

Our profit increased from RMB751.6 million for the three months ended March 31, 2024
to RMB924.5 million for the three months ended March 31, 2025. The increase was primarily
due to (i) an increase in our revenue from sales of our household air conditioners, driven by
a rise in sales volume from 4.5 million to 5.5 million units. This was mainly due to expanded
distributor networks both domestically and overseas, strategic overseas market expansion —
particularly in the Middle East and Southeast Asia — and enhanced product offerings with
improved features, increased marketing, and competitive pricing; and (ii) an increase in our
revenue from sale of central air conditioners, primarily attributable to the sales of central air
conditioners grew 354.5 thousand units for the three months ended March 31, 2024 to 440.9
thousand units for the three months ended March 31, 2025. This was mainly because we
expanded our customer base in South America, Southeast Asia, and Europe, launched new
models suited to local markets, and increased marketing of heat pumps in some European
countries. Our profit is partially offset by (i) an increase in our cost of sales, primarily due to
the increased costs in raw materials and components used for the same period, which was
generally along with our increased production and sales; and (ii) an increase in our expenses,
largely driven by our business growth.

For details, please see “Financial Information — Year/Period to Year/Period Comparison
of Results of Operations.”

Summary of Consolidated Statements of Financial Position

The following table sets forth a summary of our consolidated statements of financial
position as of the dates indicated:

As of
As of December 31, March 31,
2022 2023 2024 2025
RMB’000
Total non-current assets. . . .. 6,390,893 7,149,136 8,387,711 7,632,676
Total current assets . ....... 8,316,056 12,820,334 15,783,261 19,943,364
Total current liabilities . . ... 11,506,036 14,849,778 18,252,822 20,774,547
Net current liabilities. . .. ... (3,189,980) (2,029,444) (2,469,561) (831,183)
Total assets less current

liabilities . ... .......... 3,200,913 5,119,692 5,918,150 6,801,493
Total non-current liabilities . . 1,473,211 877,413 2,082,444 1,977,283
Net assets . . ............. 1,727,702 4,242,279 3,835,706 4,824,210
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For details of our fluctuation in key items of our consolidated statements of financial
position and net current liabilities during the Track Record Period, see “Financial Information
— Discussion of Certain Key Items of Consolidated Statements of Financial Position.”

We recorded net current liabilities during the Track Record Period mainly because of our
utilization of cash and bank balances, resulting in a substantial decrease in our current assets.
Prior to and during the Track Record Period, we strategically invested in a range of fixed
assets, intangible assets and long-term capital assets using our cash and bank balances. This led
to an increase in our non-current assets and a decrease in our current assets, leading to our net
current liabilities position. These investments are primarily aimed at enhancing our production
capabilities and improving operational efficiency to support sustained growth, which mainly
involving acquiring land, building production bases, as well as acquiring production machinery
and equipment with long lifespan. In addition, we declared a one-time dividend of RMB3,793.5
million in 2024 to our Shareholders using our cash and bank balances. As a result, the
utilization of our cash and bank balances has led to a decrease in current assets, leading to our
net current liabilities position.

Our net current liabilities decreased from RMB3,190.0 million as of December 31, 2022
to RMB2,029.4 million as of December 31, 2023, primarily attributable to an increase in our
current assets primarily as a result of an increase of RMB3,220.7 million in cash and bank
balances primarily driven by an increase in profit; partially offset by an increase in our current
liabilities, which primarily due to (i) an increase of RMB1,000.4 million in trade payables and
bills payables primarily because we purchased more raw materials to support our production
expansion; and (ii) an increase of RMB1,134.4 million in other payables and accruals due to
an increase in sales rebate accruals as a result of the increased sales to our distributors.

Our net current liabilities increased from RMB2,029.4 million as of December 31, 2023
to RMB2,469.6 million as of December 31, 2024, primarily attributable to an increase in our
current liabilities mainly as a result of an increase of RMB3,958.7 million in trade payables and
bills payables along with our increased procurement of raw materials to support our business
expansion; partially offset by an increase in our current assets, primarily due to (i) an increase
of RMB3,170.9 million in inventories mainly in response to the growing demand for our
products; (ii) an increase of RMB1,058.6 million in trade and bills receivables due to our
increased overseas sales which typically has a longer credit period; and (iii) an increase of
RMB950.6 million in prepayments, deposits and other receivables along with our increased
purchase of materials to support our business expansion and increased overseas sales.

Our net current liabilities decreased from RMB2,469.6 million as of December 31, 2024
to RMB831.2 million as of March 31, 2025, primarily attributable to an increase in our current
assets, primarily as a result of (i) an increase of RMB1,761.1 million in trade and bills
receivables mainly because of the increased overseas sales, which typically have a longer
credit period, and (ii) an increase of RMB1,196.9 million in pledged deposits, along with our
business growth and as a result of using more bills during our operations; partially offset by
an increase in our current liabilities, which primarily due to an increase of RMB1,553.3 million
in trade and bills payables, primarily attributable to the increased procurement of raw materials
to support our business expansion.
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Our net current liabilities decreased from RMB831.2 million as of March 31, 2025 to
RMBS803.8 million as of July 31, 2025, primarily attributable to a decrease in our current
liabilities, which primarily due to a decrease of RMB197.6 million in our interest-bearing bank
borrowings as a result of proactive debt management and repayment strategies.

For risks related to our net current liabilities, see “Risk Factors — Risks Relating to Our
Financial, Accounting and Tax Matter — We recorded net current liabilities during the Track
Record Period. We cannot assure you that we will not experience net current liabilities in the
future, which could expose us to liquidity risks.”

Our net assets were RMB1,727.7 million, RMB4,242.3 million, RMB3,835.7 million and
RMB4,824.2 million as of December 31, 2022, 2023 and 2024 and March 31, 2025,
respectively. Our net assets increased from RMB1,727.7 million as of December 31, 2022 to
RMB4,242.3 million as of December 31, 2023, mainly due to our profit for the year of
RMB2,486.8 million in 2023. Our net assets decreased from RMB4,242.3 million as of
December 31, 2023 to RMB3,835.7 million as of December 31, 2024, mainly due to the
payments of dividends of RMB3,793.5 million in 2024, partially offset by our profit for the
year of RMB2,910.2 million in 2024. For details, see “Financial Information — Dividends.”
Our net assets increased from RMB3,835.7 million as of December 31, 2024 to RMB4,824.2
million as of March 31, 2025, mainly due to our profit for the period of RMB924.5 million in
the three months ended March 31, 2025.

Summary of Consolidated Statements of Cash Flows

The following table sets forth a summary of our consolidated statements of cash flow for
the years/periods indicated.

For the three months

For the year ended December 31, ended March 31,
2022 2023 2024 2024 2025
RMB’000
(Unaudited)
Net cash flows generated
from operating
activities . .......... 4,003,995 4,631,421 2,518,079 1,817,944 579,658
Net cash flows used in
investing activities . . . (138,462) (1,388,776) (208,316) (1,185,658) (1,112,623)
Net cash flows
(used in)/generated
from financing
activities . . ... ...... (2,951,983) (282,127) (4,520,832) 133,352 730,389
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For the three months

For the year ended December 31, ended March 31,
2022 2023 2024 2024 2025
RMB’000

(Unaudited)

Net increase/(decrease)

in cash and cash

equivalents ......... 913,550 2,960,518 (2,211,069) 765,638 197,424
Cash and cash

equivalents at

beginning of the

year/period . ........ 1,227,470 2,131,268 5,102,830 5,102,830 2,907,756
Effect of foreign

exchange rate changes,

net ............... (9,752) 11,044 15,995 16,501 19,233

Cash and cash
equivalents at the end
of the year/period . ... 2,131,268 5,102,830 2,907,756 5,884,969 3,124,413

In 2022, 2023, 2024 and the three months ended March 31, 2024 and 2025, we had net
cash flows generated from operating activities of RMB4,004.0 million, RMB4,631.4 million,
RMB2,518.1 million, RMB1,817.9 million and RMB579.7 million, respectively. The decrease
of our net cash flows generated from operating activities from RMB1,817.9 million in the three
months ended March 31, 2024 to RMB579.7 million for the same period in 2025 was primarily
due to (i) a larger increase in receivables at fair value through other comprehensive income as
a result of the growth in overseas sales, (ii) a smaller increase in trade and bills payables as
our trade and bills payables were relatively high as of December 31, 2024, which primarily
related to our manufacturing schedule in preparation for inventory stocking at the end of 2024
based on our confirmed orders and forecasts for the following year, and were largely settled
during the three months ended March 31, 2025, and (iii) an increase in pledged deposits as we
had more guarantee deposits for our bills payables.
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Key Financial Ratios

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

As of/for the
three months

ended
As of/for the year ended December 31, March 31,
2022 2023 2024 2025
Net profit margin. . ........ 7.4% 10.0% 9.8% 9.9%
Inventory turnover days . ... 62.1 52.2 66.6 67.8
Trade and bills receivables
turnover days .......... 25.2 24.8 30.3 37.4
Return of equity (ROE)™" . .. 143.9% 83.3% 72.1% 85.4%
Return on assets (ROA)® . .. 9.9% 14.3% 13.2% 14.3%
Gearing ratio® . ... ... ... . 88.3% 78.8% 84.1% 82.5%
Notes:

(1)  ROE is calculated by dividing profit for the year/period attributable to the owners of our Company by
the average balance of equity attributable to the owners of our Company and multiplying by 100%. For
the three months ended March 31, 2025, ROE is annualized by multiplying the number by 4.

(2)  ROA is calculated by dividing profit for the year/period by the average balance of total assets and
multiplying by 100%. For the three months ended March 31, 2025, ROA is annualized by multiplying
the number by 4.

(3)  Gearing ratio is calculated by dividing total liabilities by total assets of the year/period.

LEGAL PROCEEDINGS AND COMPLIANCE
Historical Intellectual Property Infringement Claims

Before the Track Record Period, Ningbo Aosheng (a wholly-owned subsidiary of AUX
Group as of the Latest Practicable Date, for details of the business restructuring in relation to
Ningbo Aosheng, see “History, Reorganization and Corporate Structure — Major Corporate
Developments and Pre-IPO Reorganization of Our Group — Business Restructuring.” After the
business restructuring, Ningbo Aosheng was not part of our Group. To the best knowledge of
our Directors, Ningbo Aosheng had no substantial business operation after the business
restructuring and up to the Latest Practicable Date) has been involved in several intellectual
property litigations as the defendant or a co-defendant. For example, Ningbo Aosheng was the
defendant or a co-defendant in many intellectual property litigations raised by a market player
(the “Historical IP Cases”) before and around 2018 and some of which may be raised as a way
of competition. Our Directors are of the view that these claims did not have any material
adverse effect on our business, results of operations and financial conditions, considering (i)
all of these Historical IP Cases have been concluded and fully executed, with judgments
implemented in their entirety, (ii) some of the disputed patents have expired, alleviating
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concerns about future infringements, (iii) while certain disputed patents remain valid, they are
not material to the design and production of our products. We have proactively made strategic
product modifications and innovations in relation to products related to above-mentioned
disputed patents to steer clear of technologies infringing the disputed patents and we currently
do not use these disputed patents in the design and production of our products, (iv) the
aggregate compensation amount paid to the plaintiff in these Historical IP Cases, amounting to
approximately RMB116.3 million, has been paid by Ningbo Aosheng as we were not listed as
the defendant in these Historical IP Cases, and (v) we have continuously refined our
intellectual property management system and set up an intellectual property management team
within its R&D IP Department. Following these IP cases, the Group has continuously refined
our intellectual property management system. For details, see “Business — Risk Management
and Internal Control.” There have been no additional patent infringement claims from third
parties related to our air conditioner products raised during the Track Record Period.

During the Track Record Period and up to the date of this prospectus, there have been no
IP infringement issues, IP-related legal proceedings, lawsuits, or arbitrations involving our
Group that have had a material adverse effect on our business operations or financial
performance.

Trade Secrets and Intellectual Property Infringement Proceeding

On December 8, 2022, a company (the “Plaintiff”) filed a claim against Ningbo Aosheng,
us and five individuals, two of whom were our current employees and three of whom were our
former employees as of the same date, alleging infringement of the Plaintiff’s business secrets
and technical secrets related to eight patents.

In April 2025, we received the first-instance decision from the court, which decided,
among others, that (i) Ningbo Aosheng and two of the individual defendants shall compensate
the Plaintiff for its economic losses and reasonable expenses in the amount of RMB3.5 million,
and (ii) we shall transfer the three involved patents to the Plaintiff and the creation rights of
five involved patents (which have expired as of the date of the first-instance decision due to
the expiration of their ten-year validity period) belonged to the Plaintiff. The court also
concluded, among others, (i) that the Plaintiff acknowledges that we and Ningbo Aosheng did
not use the eight involved patents in the production activities, (ii) we did not infringe the
Plaintiff’s trade secrets primarily because (a) we received the patents from Ningbo Aosheng in
2018, (b) we were not involved in the development and registration of relevant patents by
Ningbo Aosheng which incurred before the establishment of our Company, (c) the relevant
patents were public and therefore did not constitute trade secrets before the transfer from
Ningbo Aosheng to our Group, and (iii) there was no ongoing infringement of the Plaintiff’s
trade secrets mainly because the technical information had been disclosed when the patent
documents were published, with five of the eight patents even expired as of the first-instance
decision date. As of the date of this prospectus, Ningbo Aosheng has filed an appeal against
the decision, and the appeal has been accepted by the court. As of the same date, the
above-mentioned three involved patents remain valid and have not been transferred to the
Plaintiff.
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Our Directors are of the view that this proceeding did not have a material adverse effect
on us, primarily because (i) we were not involved in the monetary damages to the Plaintiff, (ii)
as concluded by the court, we did not infringe the Plaintiff’s trade secrets, and (iii) our Group
and Ningbo Aosheng did not and never used the aforementioned eight patents, which are

developed based on industry wide technology.

RISK FACTORS

Our operations and the Global Offering involve certain risks and uncertainties, including
(i) risks relating to our business and industries; (ii) risks relating to financial, accounting and
tax matters; (iii) risks relating to our operations; (iv) risks relating to government regulations;
and (v) risks relating to the global offering, which are set out in the section headed “Risk
Factors” in this prospectus. You should read that section in its entirety carefully before you
decide to invest in the Offer Shares. Some of the major risks we face include, but are not
limited to: (i) our growth and profitability depend on economic conditions and the level of
consumer spending in our key markets; (ii) we operate in a highly competitive environment,
and failure to compete successfully would adversely affect our market position, business and
financial results; (iii) our business may be adversely affected if we fail to innovate or if we fail
to introduce new products on a timely basis, and our investments in R&D may not yield the
expected results; (iv) if we fail to develop, maintain and enhance recognition of our brands, or
if we incur excessive expenses in this effort, our business and results of operations may be
adversely affected; (v) we have built a robust sales network, both directly and through
distributors. Our failure to maintain and expand our sales network directly or through
distributors could negatively impact our business, financial condition and results of operations;
(vi) we may not be able to effectively manage any overlap or potential competition among our
different sales channels; (vii) if we fail to grow or retain our customer base, or if customer
satisfaction declines, our business and operating results may be adversely affected; (viii) our
products may experience quality problems from time to time that can result in harm to our
reputation. Product-related liability, product recall costs, and significant return or exchange
could also adversely affect our business and financial performance; and (ix) we conduct
operations worldwide and are exposed to legal, regulatory, political, economic, commercial and
other risks in each country in which we operate.

OUR CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, Mr. ZHENG Jianjiang, through Ze Hui, China Prosper
and AUX Holdings, controlled approximately 96.36% of voting rights in our Company.
Immediately following completion of the Global Offering (assuming the Offer Size Adjustment
Option and Over-allotment Option are not exercised), Mr. ZHENG Jianjiang, through Ze Hui,
China Prosper and AUX Holdings, will control approximately 83.54% of voting rights in our
Company. Therefore, Mr. ZHENG Jianjiang, Ze Hui, China Prosper and AUX Holdings are and
will continue to be a group of Controlling Shareholders of our Company upon the Listing. For
details, see “Relationship with our Controlling Shareholders.”
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CONNECTED TRANSACTIONS

Prior to the Listing, our Group has entered into certain transactions in our ordinary and
usual course with parties who will, upon the Listing, become connected persons of our
Company. We will continue to engage in such continuing connected transactions after the
Listing. We have applied for, and the Stock Exchange has granted us waivers from strict
compliance with the announcement requirements under the Listing Rules pursuant to Rule
14A.105 of the Listing Rules. For details, see “Connected Transactions.”

RECENT DEVELOPMENT

The phase I of our Wuhu factory has commenced the operation and mass production of
compressors in June 2025. We collaborate with Panasonic regarding the research and
production of compressor, which is a core component for our products.

We have also commenced construction of a new factory in Ningbo to serve the expanding
needs of our overseas markets. As of the Latest Practicable Date, we had obtained the relevant
government approvals for the commencement of construction of this new facility and had
commenced its construction.

No Material Adverse Change

Our Directors confirm that, up to the date of this prospectus, there has been no material
adverse change in our business, financial condition and results of operations since March 31,
2025, which is the end date of the periods reported on in the Accountants’ Report in Appendix
I to this prospectus, and there is no event since March 31, 2025 which would materially affect
the information as set out in the Accountants’ Report in Appendix I to this prospectus.

IMPACT OF COVID-19 ON OUR OPERATIONS

The outbreak of COVID-19, which was first reported in December 2019, quickly
developed into a worldwide pandemic that materially and adversely affected the global
economy and business environment. During 2019 to 2022, the outbreak of COVID-19 shifted
consumer behaviors and impacted the market size of air conditioner industry both in China and
global.

During the Track Record Period, we were occasionally exposed to certain global logistics
congestion and temporary suspension of port terminals in the PRC due to COVID-19 pandemic,
which prolonged the port dwell time of our products. For example, our finished goods in transit
in inventories decreased from RMB405.2 million as of December 31, 2022 to RMB185.5
million as of December 31, 2023, primarily because we had more finished goods in transit as
of December 31, 2022 due to the extended logistic transit period and advanced preparation for
delivery during the pandemic. However, since we generally bear the costs and risks related to
the shipment of ordered products before the products have been loaded on board and shipped
out of the port for overseas sales, we are not exposed to risks from international transportation
delays. During the Track Record Period and up to the Latest Practicable Date, we did not
experience any material delays in product delivery.
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On the other hand, the pandemic has spurred consumers’ greater emphasis on cost-
effective products, leading to higher growth rate of the sales of household air conditioners in
the mass market compared to the medium and high-end segments. The heightened consumer
sensitivity to price and value during the pandemic was largely attributable to increased
economic uncertainty and a shift in spending priorities. The sales volume of household air
conditioners in the mass market in China increased from 24.1 million units in 2018 to 26.0
million units in 2024, representing a CAGR of 1.3%, and is expected to reach 29.7 million units
in 2028, representing a CAGR of 3.6% from 2024 to 2028. Therefore, despite the challenges
posed by COVID-19 to public at large, our affordable products have seen substantial growth

in revenue and profitability during the Track Record Period.

Overall, while COVID-19 introduced operational challenges during its early stages,
particularly related to logistics and customer demand fluctuations, we believe that COVID-19
did not have a material adverse effect on the Group’s business, considering that (i) our revenue
increased by 27.2% from RMB19,527.6 million in 2022 to RMB24,831.8 million in 2023, and
further increased by 19.8% to RMB29,759.3 million in 2024. Our revenue increased by 27.0%
from RMB7,362.6 million for the three months ended March 31, 2024 to RMB9,352.4 million
for the three months ended March 31, 2025; and (ii) our business operations fully resumed as
restrictive measures were gradually eased since December 2022.

DIVIDENDS

During the Track Record Period, dividend of approximately RMB3,793.5 million was
declared and paid by Ningbo AUX Electric Co., Ltd. to its then shareholders. Our earnings per
share attributable to ordinary equity holders of the parent were RMBI1.11, RMB1.91,
RMB2.23, RMBO0.58 and RMBO0.68 in 2022, 2023, 2024 and the three months ended March 31,
2024 and 2025, respectively.

Currently, we do not have a formal dividend policy or a fixed dividend payout ratio. Any
future declarations and payments of dividends will be at the discretion of our Directors, subject
to certain restrictions under Cayman Islands law, and will depend on our actual and expected
results of operations, cash flow and financial position, general business conditions and
business strategies, expected working capital requirements and future expansion plans, legal,
regulatory and other contractual restrictions, and other factors which our Directors consider
relevant. As advised by our legal advisor as to Cayman Islands law, notwithstanding that our
Company may have accumulated losses, our Company may declare dividend (a) out of profits
of our Company if our Company has sufficient profits, realized or unrealized, unless such is
contrary to the accounting principles adopted by our Company or (b) out of the share premium
of our Company if, in each case, following the date on which the dividend is proposed to be
paid, our Company is able to pay its debts as they fall due in the ordinary course of business.
In determining whether to declare a dividend, our Board will need to be satisfied that the
declaration of dividend is in the best interest of our Company and may make provision for
losses.
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We are a holding company incorporated under the laws of the Cayman Islands. As a result,
the payment and amount of any future dividend will also depend on the availability of
dividends received from our subsidiaries. The PRC laws also require foreign-invested
enterprises to set aside at least 10% of its after-tax profits as the statutory common reserve fund
until the cumulative amount of the statutory common reserve fund reaches 50% or more of such
enterprises’ registered capital, if any, to fund its statutory common reserves, which are not
available for distribution as cash dividends.

OFFERING STATISTICS

Based on an
Offer Price of
HK$16.00
per Offer Share

Based on an
Offer Price of
HK$17.42
per Offer Share

HK$24,914.6 HK$27,125.7
Market capitalization of our Shares” . . million million
Unaudited pro forma adjusted
consolidated net tangible assets per
Offer Share® .. .............. ... HK$5.22 HK$5.40

Notes:

(1)  The calculation of the market capitalization is based on 1,557,161,200 Shares expected to be in issue
immediately after completion of the Global Offering (assuming the Offer Size Adjustment Option and
the Over-allotment Option are not exercised).

(2)  The unaudited pro forma adjusted consolidated net tangible assets per Offer Share has been arrived at
after adjustments referred to “Appendix II — Unaudited Pro Forma Financial Information” and on the
basis that 1,557,161,200 Shares were in issue at the respective Offer Price of HK$16.00 and HK$17.42,
assuming that the Shares issued pursuant to the Global Offering were issued on March 31, 2025, which
does not take into account (i) any Share which may be allotted and issued upon the exercise of the Offer
Size Adjustment Option and the Over-allotment Option, or (ii) any Share which may be allotted and
issued or repurchased by our Company under the general mandates for the allotment and issue or
repurchase of Shares granted to the Directors.

For further details, please refer to “Appendix II — Unaudited Pro Forma Financial Information — A.
Unaudited Pro Forma Statement of Adjusted Consolidated Net Tangible Assets” to this prospectus.

FUTURE PLANS AND USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$3,287.4 million, after deducting underwriting commissions, fees and estimated expenses
payable by us in connection with the Global Offering, and assuming an Offer Price of
HK$16.71 per Share, being the mid-point of the indicative Offer Price range stated in this
prospectus and that the Offer Size Adjustment Option and the Over-allotment Option are not
exercised. We intend to use our proceeds from the Global Offering for the following purposes:

. approximately 20% of the net proceeds, or approximately HK$657.5 million, is
expected to be used for our worldwide research and development efforts;
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. approximately 50% of the net proceeds, or approximately HK$1,643.7 million, is
expected to be used for upgrading our intelligent manufacturing system and supply
chain management;

. approximately 20% of the net proceeds, or approximately HK$657.5 million, is
expected to be used for enhancing our sales and distribution channels; and

. approximately 10% of the net proceeds, or approximately HK$328.7 million, is
expected to be used for working capital and general corporate purposes.

See the section headed “Future Plans and Use of Proceeds” in this prospectus for further
information relating to our future plans and use of proceeds from the Global Offering.

LISTING EXPENSES

Listing expenses to be borne by us are estimated to be approximately HK$174.2 million
(assuming an Offer Price of HK$16.71 per Share, being the mid-point of the indicative Offer
Price range of HK$16.00 to HK$17.42 per Share), representing approximately 5.3% of the
estimated net proceeds from the Global Offering assuming no Shares are issued pursuant to the
Offer Size Adjustment Option or the Over-allotment Option. The listing expenses consist of (i)
underwriting-related expenses, including underwriting commission, of approximately
HK$119.4 million, and (ii) non- underwriting-related expenses of approximately HK$54.8
million, comprising (a) fees and expenses of our legal advisors and reporting accountants of
approximately HK$41.2 million, and (b) other fees and expenses of approximately HK$13.6
million. During the Track Record Period, the listing expenses charged to our consolidated
statements of profit or loss were RMB28.7 million (HK$31.5 million) and the issue costs,
which were recognized as prepayments and are expected to be deducted from equity upon the
Listing, were RMB5.2 million (HK$5.7 million). After the Track Record Period, approximately
HK$22.4 million is expected to be charged to our consolidated statements of profit or loss, and
approximately HK$114.6 million is expected to be accounted for as a deduction from equity
upon the Listing. We do not believe any of the above fees or expenses are material or are
unusually high for our Group. The listing expenses above are the latest practicable estimate for
reference only, and the actual amount may differ from this estimate.
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In this prospectus, unless the context otherwise requires, the following terms and
expressions shall have the meanings set out below. Certain technical terms are
explained in the section headed “Glossary of Technical Terms” in this prospectus.

“Accountants’ Report”

“affiliate”

“AFRC”

“Anhui AUX”

“Ao Tai”

“Articles” or “Articles of
Association”

“Audit Committee”

“AUX Air Conditioner”

“AUX Group”

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

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

Accounting and Financial Reporting Council

Anhui AUX Intelligent Electric Co., Ltd. (ZZHE 7 %
HE TR A A B/ A, a limited liability company established
under the laws of the PRC on November 2, 2017, and a

wholly-owned subsidiary of our Company

Ao Tai Limited, a private limited company incorporated
in Hong Kong and wholly owned by Mr. ZHENG
Jianjiang as of the Latest Practicable Date

the articles of association of our Company conditionally
adopted by a special resolution passed on August 20,
2025 with effect from the Listing Date, and as amended
from time to time, a summary of which is set out in
“Summary of the Constitution of our Company and
Cayman Islands Company Law” in Appendix IV to this
prospectus

the audit committee of our Board

AUX Air Conditioner Co., Ltd. (B 5z s A R
A]), a joint-stock company with limited liability
established under the laws of the PRC on December 8§,
2016, and a wholly-owned subsidiary of our Company

AUX Group Co., Ltd. (BFHEEARAF]), a limited
liability company established under the laws of the PRC
on June 23, 2001 and owned by Ningbo Yuanxing and
Ningbo Yuanhe as to 65% and 35%, respectively, as of
the Latest Practicable Date
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“AUX Holdings”

“AUX Home Appliances”

“AUX Import & Export”

“AUX Information”

“Board,” “Board of Directors”

or “our Board”

“business day” or
“Business Day”

“BVI”

“Capital Market Intermediaries”

“Cayman Companies Act” or
“Companies Act”

“CCASS”

AUX Holdings Group Co., Ltd. (¥ 5 ¥ 4 B A RRA
Al), an exempted company with limited liability
incorporated in the Cayman Islands on August 9, 2011, a
wholly-owned subsidiary of China Prosper and one of our
Controlling Shareholders

Ningbo AUX Home Appliances Sales Co., Ltd. (Z{¥ B 7
WRBEEARAF), a limited liability company
established under the laws of the PRC on February 28,
2012 and a wholly-owned subsidiary of our Company

Ningbo AUX Import and Export Co., Ltd. (B B v i
O A BRZAF]), a limited liability company incorporated
under the laws of the PRC on November 10, 1997, and a
wholly-owned subsidiary of our Company

Ningbo AUX Information Technology Co., Ltd. (&% 5
ST E BRI ABRAF]), a limited liability company
established under the laws of the PRC on May 14, 2015,
and a wholly-owned subsidiary of our Company

the board of Directors of our Company

any day (other than a Saturday, Sunday or public holiday
in Hong Kong) on which banks in Hong Kong are
generally open for normal banking business

the British Virgin Islands

the capital market intermediaries participating in the
Global Offering and has the meaning ascribed thereto
under the Listing Rules

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

the Central Clearing and Settlement System established
and operated by HKSCC
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“China,” “mainland
China” or “PRC”

“China Bloom”

“China Prosper”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

ELINT3

“Company,
“the Company”

“Compliance Advisor”

“Controlling Shareholder(s)”

“CSRC”

“Director(s)”

our Company,” or

the People’s Republic of China excluding, unless the
context requires otherwise, for the purposes of this
prospectus only, the regions of Hong Kong, Macau and
Taiwan of the People’s Republic of China

China Bloom Industrial Co., Ltd., a business company
with limited liability incorporated in the BVI on March
22, 2004, and a wholly-owned subsidiary of our
Company

China Prosper Enterprise Holding Co., Ltd., a business
company with limited liability incorporated in the BVI on
March 22, 2004, owned as to 85%, 10% and 5% by Ze
Hui, Ze Hong, and Ze Long, respectively, as of the Latest
Practicable Date, and one of our Controlling
Shareholders

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

the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified
from time to time

Aux Electric Co., Ltd. (BWTaHreBSAMRAR), an
exempted company with limited liability incorporated in
the Cayman Islands on October 23, 2024

Somerley Capital Limited

has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, refers to Mr.
ZHENG Jianjiang, Ze Hui, China Prosper and AUX
Holdings, details of which are set out in the section
headed “Relationship with Our
Shareholders”

Controlling
the China Securities Regulatory Commission (B # %
EEEMERE)

the director(s) of our Company
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“EIT”

“EIT Law”

“ES G”

“Extreme Conditions”

“FINI”

“Frost & Sullivan”

“F&S Report”

“FVTPL”

“Global Offering”

ELINT3

“Group,” “our Group,” “the
GI‘OUp,” “We,” “us’” or “Our”

“Guide for New Listing

Applicants”

“HeCe”

“HeChang”

the enterprise income tax

PRC Enterprise Income Tax Law ( {93 A A ANE] />3
Frigsiit) )

environmental, social and governance

extreme conditions as announced by the government of
Hong Kong in the case where a super typhoon or other
natural disaster of a substantial scale with serious
extreme and widespread impact, such as large-scale
power outage, extensive flooding, major landslides and
serious obstruction of public transport services

Fast Interface for New Issuance, 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., a
global market research and consulting company, and an
Independent Third Party

the report prepared by Frost & Sullivan
fair value through profit or loss

the Hong Kong Public Offering and the International
Offering

our Company and its subsidiaries from time to time, and
where the context requires, the businesses operated by
our Company and/or its subsidiaries and their
predecessors (if any)

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

HeCe Co., Ltd., a company incorporated in the BVI with
limited liability on October 22, 2024, and a wholly-
owned subsidiary of Ningbo HeCe

HeChang Co., Ltd., a company incorporated in the BVI
with limited liability on October 22, 2024, and a wholly-
owned subsidiary of Ningbo HeChang
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“HeTu”

“HeYao”

“HK” or “Hong Kong”

“HK eIPO White Form”

“HK eIPO White Form

Service Provider”

“HKFRS Accounting Standards”

“HKSCC”

“HKSCC EIPO”

“HKSCC Nominees”

Hetu Co., Ltd., a company incorporated in the BVI with
limited liability on October 22, 2024, and a wholly-
owned subsidiary of Ningbo HeTu

Heyao Co., Ltd., a company incorporated in the BVI with
limited liability on October 22, 2024, and a wholly-
owned subsidiary of Ningbo HeYao

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

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name, submitted online through
the designated website at www.hkeipo.hk

the HK eIPO White Form service provider designated
by our Company as specified on the designated website at
www.hkeipo.hk

include all Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards and interpretations
issued by the Hong Kong Institute of Certified Public
Accountants

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges 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 or a
designated HKSCC Participant’s stock account through
causing HKSCC Nominees to apply on your behalf,
including by instructing your broker or custodian who is
an HKSCC Participant to submit electronic application
instructions via FINI to apply for the Hong Kong Offer
Shares on your behalf

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC
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“HKSCC Operational
Procedures”

“HKSCC Participant”

“Hong Kong dollars” or “HK$”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Share Register”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Huajie Trade”

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

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

Hong Kong dollars, the lawful currency of Hong Kong

the 10,358,200 Shares being initially offered by our
Company for subscription at the Offer Price pursuant to
the Hong Kong Public Offering (subject to reallocation
and the Offer Size Adjustment Option as described in the
section headed “Structure of the Global Offering” in this
prospectus)

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong

the register of members of our Shares maintained by the
Hong Kong Share Registrar

Tricor Investor Services Limited

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

the underwriting agreement, dated August 21, 2025
relating to the Hong Kong Public Offering, entered into
by, among others, our Company, the Sole Sponsor-
Overall Coordinator (for itself and behalf of the Hong
Kong Underwriters), as further described in the section
headed “Underwriting — Underwriting Arrangements
and Expenses — Hong Kong Public Offering — Hong
Kong Underwriting Agreement” in this prospectus

Ningbo Huajie Trade Co. Ltd. (Z&JBERHE 7 A FRA ),
a limited liability company established under the laws of
the PRC on June 23, 2017, and a wholly-owned
subsidiary of our Company
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“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

“Jiahuikai”

“Jiahuikai Components

Procurement Framework
Agreement”

any entity or person, who, to the best of our Directors’
knowledge, information and belief, having made all
reasonable enquiries, is not a connected person of our
Company within the meaning ascribed to it under the
Listing Rules

the 196,803,000 Shares being offered for subscription
under the International Offering, together, where
relevant, with any additional Shares which may be issued
pursuant to the exercise of the Offer Size Adjustment
Option and/or the Over-allotment Option, subject to
reallocation as described in the section headed “Structure
of the Global Offering” in this prospectus

the offer of the International Offer Shares by the
International Underwriters at the Offer Price outside the
United States in offshore transactions in accordance with
Regulation S, and in the United States only to QIBs in
reliance on Rule 144 A or any other available exemption
from registration under the US Securities Act, as further
described in the section headed “Structure of the Global

Offering” in this prospectus
the underwriters of the International Offering

the international underwriting agreement relating to the
International Offering to be entered into by our Company
and the International Underwriters on or about the Price
Determination Date

Anhui Jiahuikai Intelligent Technology Co., Ltd. (%
[ S RERHZ A FRZ2 F]), a joint-stock company with
limited liability established under the laws of the PRC on
August 27, 2018, and owned as to 90% by Mr. CHEN
Guanghui (BfY6##), a cousin of Mr. ZHENG Jianjiang
and Mr. ZHENG Jiang as of the Latest Practicable Date

the components procurement framework agreement
entered into between our Company (for itself and on
behalf of its subsidiaries) and Jiahuikai on August 20,
2025, pursuant to which we agreed to procure certain
structural components for manufacturing air conditioners

from Jiahuikai
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“JLLH

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Overall Coordinators”

“KOL(S)”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Longzhicheng”

Jones Lang LaSalle Corporate Appraisal and Advisory
Limited, an independent property valuer

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

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

Offering” of this prospectus

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

the joint overall coordinators as named in the section
headed “Directors and Parties Involved in the Global
Offering” of this prospectus

key opinion leader(s)

August 17, 2025, being the latest practicable date for
ascertaining certain information in this prospectus before
its publication

the listing of the Shares on the Main Board
the listing committee of the Stock Exchange

the date, expected to be on or about September 2, 2025,
on which the Shares are to be listed and on which
dealings in the Shares are to be first permitted to take
place on the Stock Exchange

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

Jiangxi Longzhicheng Industry Co., Ltd. (JLFG&EHEZ K
HEABRF]), a company established in the PRC with
limited liability on September 19, 2010 and owned as to
60% by Mr. LU Anjun (FE%7H), a nephew of Mr. HE
Xiwan, and 40% by Ms. ZHANG Yafen (3R5:7%), the
spouse of Mr. LU Anjun, respectively as of the Latest
Practicable Date
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DEFINITIONS

“Longzhicheng Components
Procurement Framework
Agreement”

“Main Board”

“Memorandum” or
“Memorandum of Association”

“Ministry of Finance”

or “MOF”

“MOFCOM”

“Mr. ZHENG Jiang”

“Mr. ZHENG Jianjiang”

“Nanchang AUX”

“NDRC”

“NEEQ”

the components procurement framework agreement
entered into between our Company (for itself and on
behalf of its subsidiaries) and Longzhicheng on August
20, 2025, pursuant to which we agreed to procure certain
structural components for manufacturing air conditioners
from Longzhicheng

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

the memorandum of association of our Company
conditionally adopted by a special resolution passed on
August 20, 2025 with effect from the Listing Date, and as
amended from time to time, a summary of which is set
out in “Summary of the Constitution of our Company and
Cayman Islands Company law” in Appendix IV to this
prospectus

Ministry of Finance of the PRC (H3 A [R LA 5] B4 B

Ministry of Commerce of the PRC (H'3 A 2L A 2 ¥ 5
i)

Mr. ZHENG Jiang (¥71), a non-executive Director

Mr. ZHENG Jianjiang (¥BE%{T), the founder of our
Company, the chairman of our Board, an executive
Director and one of our Controlling Shareholders

Nanchang AUX Electric Manufacturing Co Ltd. (Fg & 17
By i SR R A BR/AF]), a limited liability company
established under the laws of the PRC on October 17,
2003, and a wholly-owned subsidiary of our Company as
of the Latest Practicable Date

National Development and Reform Commission of the

PRC (o \ RN Z B RAMBCER B )
the National Equities Exchange and Quotation (4B H/]y

EMR Ay R %), a PRC over-the-counter system for
trading shares for unlisted public company
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DEFINITIONS

“Ningbo Aosheng”

“Ningbo Aoyunshang”

“Ningbo AUX Electric”

“Ningbo Fenghe”

“Ningbo Gaochuang”

“Ningbo Gaohui”

Ningbo Aosheng Trading Co., Ltd. (%2 I E 7 A BRA
A]) (previously known as Ningbo AUX Air Conditioner
Co., Ltd. (BRI 2 PABRAF)), a limited liability
company established under the laws of the PRC on
September 18, 1993 and a wholly-owned subsidiary of
AUX Group as of the Latest Practicable Date

Ningbo Aoyunshang Commercial Trading Co., Ltd. (2
HEFEFHEABRAT), a limited liability company
established under the laws of the PRC on September 7,
2018, and a wholly-owned subsidiary of our Company as
of the Latest Practicable Date

Ningbo AUX Electric Co., Ltd. (%5 v i 557 PR A
Fl), a limited liability company established under the
laws of the PRC on June 24, 2003, and a wholly-owned
subsidiary of our Company as of the Latest Practicable
Date

Ningbo AUX Fenghe Investment Co., Ltd. (%?{Biﬁﬁ,ﬂ}ﬁ
WA EABR/AT), a limited liability company
established under the laws of the PRC on May 16, 2003,
a wholly-owned subsidiary of Ningbo Sanxing prior to
the completion of the Pre-IPO Reorganization and a
wholly-owned subsidiary of AUX Group as of the Latest
Practicable Date

Ningbo Gaochuang Commercial Management
Partnership Enterprise (Limited Partnership) (% 8l
FEEHEGBAEHRAY)) (previously known as
Ningbo Gaochuang Equity Investment Management
Partnership (Limited Partnership) (%2 &8l RER & &
HEBMEERAY)), a limited partnership established
under the laws of the PRC on October 8, 2015, and one
of the Pre-reorganization Shareholding Platforms

Ningbo Gaohui Commercial Management Partnership
Enterprise (Limited Partnership) (5% = FER £ H &
TEEREE)) (previously known as Ningbo Gaohui
Equity Investment Management Partnership (Limited
Partnership) (ZEi & EREREERGBAEERS
%)), a limited partnership established under the laws of
the PRC on October 8, 2015, and one of the Pre-
reorganization Shareholding Platforms
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DEFINITIONS

“Ningbo HeCe”

“Ningbo HeChang”

“Ningbo HeTu”

“Ningbo HeYao”

“Ningbo Hutssom”

“Ningbo Sanxing”

“Ningbo Yuanhe”

Ningbo HeCe Enterprise Management Partnership
(Limited Partnership) (% G RMBEEMEBAEER
A%)), a limited partnership established under the laws
of the PRC on September 24, 2024, indirectly holding
23,910,750 Shares through HeCe, its wholly-owned BVI
incorporated investment holding company

Ningbo HeChang Enterprise Management Partnership
(Limited Partnership) (ZEi G5 EEEHEGEAEER
&%), a limited partnership established under the laws
of the PRC on September 24, 2024, indirectly holding
9,258,250 Shares through HeChang, its wholly-owned

BVI incorporated investment holding company

Ningbo HeTu Enterprise Management Partnership
(Limited Partnership) (B 5B BEEM B AEHR
&%), a limited partnership established under the laws
of the PRC on September 24, 2024, indirectly holding
11,020,750 Shares through HeTu, its wholly-owned BVI
incorporated investment holding company

Ningbo HeYao Enterprise Management Partnership
(Limited Partnership) (% GHEMEEMEBAEHR
&%)), a limited partnership established under the laws
of the PRC on September 24, 2024, indirectly holding
4,889,000 Shares through HeYao, its wholly-owned BVI
incorporated investment holding company

Ningbo Hutssom Electric Co., Ltd. (%2 #55 BHRA RA
Fl), a limited liability company established under the
laws of the PRC on August 17, 2018, and a wholly-owned
subsidiary of our Company as of the Latest Practicable
Date

Ningbo Sanxing Technology Co., Ltd. (=i =R A
PR/ H]), a limited liability company established under
the laws of the PRC on May 13, 1999, and a wholly-
owned subsidiary of our Company as of the Latest
Practicable Date

Ningbo Yuanhe Electric Appliance Technology Co., Ltd.
(EPOCM B HREHARAR), a  limited liability
company established under the laws of the PRC on June
17, 1999 and owned by Mr. ZHENG Jianjiang, Mr.
ZHENG Jiang and Mr. HE Xiwan as to 85%, 10% and
5%, respectively, as of the Latest Practicable Date
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DEFINITIONS

“Ningbo Yuanxing”

“Ningbo Zhongmei”

“Ningbo Zhongrui”

“Nomination Committee”

“Offer Price”

“Offer Share(s)”

Ningbo Yuanxing Industrial Investment Co., Ltd. (%5 7T
HEEREHR/AT), a limited liability company
established under the laws of the PRC on May 18, 2000
and owned by Mr. ZHENG lJianjiang, Mr. ZHENG lJiang
and Mr. HE Xiwan as to 85%, 10% and 5%, respectively,
as of the Latest Practicable Date

Ningbo Zhongmei Commercial Management Partnership
Enterprise (Limited Partnership) (% A4 55 B £ E HL A
EERAEH)) (previously known as Ningbo Zhongmei
Equity Investment Management Partnership (Limited
Partnership) (B REBRHELEEHEHLEHRE
%)), a limited partnership established under the laws of
the PRC on November 9, 2015, and one of the Pre-
reorganization Shareholding Platforms

Ningbo Zhongrui Enterprise Management Partnership
Enterprise (Limited Partnership) (S A dm &£ E H A& B
ﬁ:‘%(ﬁ@%%)) (previously known as Ningbo Zhongrui
Equity Investment Management Partnership (Limited
Partnership) (B Ak EER GBS EERS
%)), a limited partnership established under the laws of
the PRC November 9, 2015, and one of the Pre-
reorganization Shareholding Platforms

the nomination committee of our Board

the final offer price per Offer Share (exclusive of
brokerage, SFC transaction levy, Stock Exchange trading
fee and AFRC transaction levy), expressed in Hong Kong
dollars, at which Hong Kong Offer Shares are to be
subscribed for pursuant to the Hong Kong Public
Offering and International Offer Shares are to be offered
pursuant to the International Offering, to be determined
as described in the section headed “Structure of the
Global Offering — Pricing and Allocation” in this
prospectus

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

“Offer Size Adjustment Option”

“Offshore Shareholding
Platforms”

“Over-allotment Option”

“PRC Legal Advisors”

“Pre-IPO Reorganization”

“Pre-reorganization Shareholding
Platforms”

the option under the Hong Kong Underwriting
Agreement, exercisable by the Company with the prior
written agreement between the Company and the Sole
Sponsor-Overall Coordinator (for itself and on behalf of
the Underwriters) on or before the execution of the Price
Determination Agreement, pursuant to which the
Company may issue and allot up to an aggregate of
31,074,000 additional Shares (representing in aggregate
approximately 15.0% of the Offer Shares initially being
offered under the Global Offering) at the Offer Price, to
cover additional market demand, as described in
“Structure of the Global Offering — Offer Size
Adjustment Option”

Ningbo HeCe, Ningbo HeTu, Ningbo HeChang and
Ningbo HeYao

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Sole
Sponsor-Overall Coordinator (for itself and on behalf of
the International Underwriters) pursuant to the
International Underwriting Agreement, to require our
Company to allot and issue up to 31,074,000 additional
Shares (assuming the Offer Size Adjustment Option is not
exercised at all) or up to 35,735,200 additional Shares
(assuming the Offer Size Adjustment Option is exercised
in full), at the Offer Price, to, among other things, cover
over-allocations in the International Offering, if any,
details of which are described in the section headed
“Structure of the Global Offering — Over-allotment
Option” in this prospectus

Jingtian & Gongcheng, PRC legal advisors to our
Company

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

Ningbo Gaohui, Ningbo Gaochuang, Ningbo Zhongrui
and Ningbo Zhongmei
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DEFINITIONS

“Price Determination Date”

“prospectus”

“QIB(s)”

“Regulation S”

“Remuneration Committee”

“RMB” or “Renminbi”

“SAFE”

“Sanxing Medical”

“SFC”

“SFO” or “Securities and Futures

Ordinance”

“Share(s)”

“Shareholder(s)”

“Shuyi Property”

the date, expected to be on or about August 29, 2025 and
in any event no later than 12:00 noon on August 29, 2025,
on which the Offer Price is to be fixed for the purposes
of the Global Offering

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

qualified institutional buyer(s) within the meaning of
Rule 144A

Regulation S under the U.S. Securities Act
the remuneration committee of our Board
Renminbi, the lawful currency of the PRC

the State Administration of Foreign Exchange of the PRC
(Hh i N RN [ [ 5 S REE A LRy )

Ningbo Sanxing Medical Electric Co., Ltd. (%) =2 &
PRI A R A,
limited liability established under the laws of the PRC on
February 1, 2007, the shares of which are listed on the
Shanghai Stock Exchange (stock code: 601567)

a joint-stock company with

the Securities and Futures Commission of Hong Kong

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

ordinary share(s) in the share capital our Company with
a nominal value of US$0.000005 each

holder(s) of our Share(s)

Shuyi Property Service Co., Ltd. (B —¥)2EREA R
F]), a limited liability company established in the PRC
and an indirect wholly-owned subsidiary of AUX
International Holdings Limited, the shares of which are

listed on the Stock Exchange (stock code: 2080)
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DEFINITIONS

“Sole Sponsor” or “Sole Sponsor-
Overall Coordinator”

“SPV”

“STA”

“Stabilizing Manager”

“State Council”

“Stock Exchange”

“subsidiary(ies)”

“Takeovers Code”

“Track Record Period”

>

“Transfer Pricing Advisor’

“Treasury Share(s)”

“U.S.” or “United States”

“U.S. dollars,” “US$” or “USD”

“U.S. Securities Act”

“UAE”

“Underwriters”

China International Capital Corporation Hong Kong
Securities Limited

special purpose vehicle
the State Taxation Administration (B ZBLH )5

China International Capital Corporation Hong Kong
Securities Limited

the State Council of the PRC (73 A 01 B B %5 B )
The Stock Exchange of Hong Kong Limited

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

Code on Takeovers and Mergers and Share Buy-backs
issued by the SFC,
otherwise modified from time to time

as amended, supplemented or

the three years ended December 31, 2022, 2023 and 2024

and the three months ended March 31, 2025

Ernst & Young (China) Advisory Limited, our advisor as
to transfer pricing assessment

the Share(s) repurchased and held by our Company in
treasury, if any

the United States
possessions and all areas subject to its jurisdiction

of America, its territories, its

United States dollars, the lawful currency of the United

States

the United States Securities Act of 1933, as amended, and

the rules and regulations promulgated thereunder

United Arab Emirates

the Hong Kong Underwriters and the International
Underwriters
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DEFINITIONS

“VAT”

“Wenbang”

“Wenbang Components
Procurement Framework

Agreement”

“Xtron Thailand”

“Ze Hong”

“Ze Hui”

“Ze Kai”

“Ze Long”

“Zhuhai Tuoxin”

value-added tax

Ningbo Wenbang Electronics Co., Ltd. (% 3 E A
FR/Z>¥]), a company established in the PRC with limited
liability on January 11, 2013 and owned as to 40% by Mr.
CHEN Yinjun (PEE%), a cousin of Mr. ZHENG
Jianjiang and Mr. ZHENG Jiang, and 60% by Ms. MA
Bibo (5#)%), the spouse of Mr. CHEN Yinjun,
respectively as of the Latest Practicable Date

the components procurement framework agreement
entered into between our Company (for itself and on
behalf of its subsidiaries) and Wenbang on August 20,
2025, pursuant to which we agreed to procure certain
structural components for manufacturing air conditioners
from Wenbang

Xtron Air-conditioning Manufacture (Thailand) Co.,
Ltd., a limited liability company established in Thailand
on September 24, 2018, and a wholly-owned subsidiary

of our Company

Ze Hong Limited, a business company with limited
liability incorporated in the BVI on July 11, 2011, which
is wholly owned by Mr. ZHENG Jiang

Ze Hui Limited, one of our Controlling Shareholders, is
a business company with limited liability incorporated in
the BVI on July 11, 2011, which is wholly owned by Mr.
ZHENG Jianjiang

Ze Kai Limited, a limited company incorporated in Hong
Kong on August 5, 2011, a wholly owned subsidiary of
our Company

Ze Long Limited, a business company with limited
liability incorporated in the BVI on July 11, 2011, which
is wholly owned by Mr. HE Xiwan ({1$% &)

Zhuhai Tuoxin Technology Co., Ltd. (BRI OB A FR
/vH]), a limited liability company established under the
laws of the PRC on June 29, 2016, and a wholly-owned

subsidiary of our Company
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DEFINITIONS

“%” per cent

» o« » o« o«

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

context otherwise requires.
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GLOSSARY OF TECHNICAL TERMS

usages of those terms.

This glossary of technical terms contains explanations of certain technical terms
used in this prospectus in connection with our Company and our business. Such
terminology and meanings may not correspond to standard industry meanings or

“SG”

“AGV”

“BZB”

“BZC”

“CAGR”

“CFD”

“ch”

“CQC”

“e-commerce”’

“GFA”

“HVAC”

“Industrial Internet Platform”

the fifth-generation technology standard for cellular
networks in telecommunications

automated guided vehicle, a self-guided automated
vehicle designed to autonomously transport materials in

industrial manufacturing

business-to-business

business-to-consumer

compound annual growth rate

computational fluid dynamics, a method using computer
simulations to analyze and predict the behavior of fluids,
including liquid and gas flows under various conditions

PC and PLC numerical control technology, a precise
automation technology that controls devices through a
sequence of pre-programmed control instructions
executed by a computer, which completes product
processing and improves the accuracy and efficiency of

the manufacturing process

China Quality Certification Centre

commercial transactions conducted electronically on the

internet

gross floor area

heating, ventilation, and air conditioning

a platform encompassing a set of integrated software
capabilities

—39 _



GLOSSARY OF TECHNICAL TERMS

“IOT”

“IT”

“Lights-Out Factory”

“mass-market”

“NFC”

“OBM”

“ODM”

“OEM”

“online retail model

(AR F B

“photovoltaic”

Internet of Things, the collective network of connected
devices and the technology that facilitates
communication between devices and the cloud, as well as
between devices themselves

information technology

an advanced manufacturing facility relying on
automation to minimize or eliminate human intervention

air conditioners market with selling prices to end
consumers under RMB2,500

near field communication, a set of communication
protocols that enables two electronic devices or one
electronic device and an NFC tag to communicate with
each other

original brand manufacturer, a company that sells its
manufactured products under its own brands

original design manufacturer, a company that designs and
manufactures products that will eventually be sold under
third-party brands

original equipment manufacturer, a company that
manufactures products eventually be sold under third-
party brands

an integrated online and offline distribution model firstly
introduced by us in the industry in 2017, which creates a
flatter distribution structure empowered by our self-
developed online management systems. For details, see
“Business — Sales and Marketing — Our Sales Networks
— Online Retail Model and “Hello AUX (/MR HE)” —
Mixed Model Integrates Online and Offline Advantages”

a non-mechanical device that converts sunlight directly
into electricity
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GLOSSARY OF TECHNICAL TERMS

“PLC” a Programmable Logic Controller, a digital computer
specifically designed for use in industrial environments,
which performs multi-axis servo control, logical
operations, sequential control, timing, and counting tasks

during the control process

“R&D” research and development

“RFID” Radio-Frequency Identification, a technology that
utilizes radio waves for non-contact data transmission
and reading, enabling the automatic identification and

tracking of tags attached to objects

“VRF” a single outdoor unit serves multiple indoor units,
automatically adjusting cooling or heating output based
on indoor load to allow independent temperature and
airflow control in different zones, offering energy
efficiency, comfort, and flexible control
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to
us and our subsidiaries that are based on the beliefs of our management as well as assumptions
made by and information currently available to our management. When used in this prospectus,

LR I3 EEINNT3 EE T3 EEINNT3

the words “aim,” “anticipate,” “believe,” “could,” “estimate,” “expect,” “going forward,”
“intend,” “may,” “might,” “ought to,” “plan,” “potential,” “predict,” “project,” “seek,”
“should,” “will,” “would” and the negative of these words and other similar expressions, as
they relate to us or our management, are intended to identify forward-looking statements. Such
statements reflect the current views of our management with respect to future events,
operations, liquidity and capital resources, some of which may not materialize or may change.
These statements are subject to certain risks, uncertainties and assumptions, including the other
risk factors as described in this prospectus. You are strongly cautioned that reliance on any
forward-looking statements involves known and unknown risks and uncertainties. The risks
and uncertainties facing our Company which could affect the accuracy of forward-looking

statements include, but are not limited to, the following:

o our mission, goals and strategies;
. our future business development, financial conditions and results of operations;
. future developments, trends and conditions in the industry and markets in which we

operate or into which we intend to expand;

. our expectations regarding demand for and market acceptance of our products and
services;

. our expectations regarding our relationships with customers, business partners,
suppliers and other partners;

. changes in the macro environment, regional and global economy;

. our ability to adequately protect our reputation and brand image, as well as our
intellectual property rights;

. our ability to obtain adequate capital resources to fund future development plans;

. our ability to control costs, as well as to achieve and maintain operational efficiency;

. our ability to attract and retain qualified personnel;

. competition in the industry and markets in which we operate or into which we intend
to expand;

. our proposed use of proceeds;

. rapid developments in technology and our ability to successfully keep up with
technological advancement;

. changes in currency exchange rates;
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FORWARD-LOOKING STATEMENTS

. relevant government policies and regulations relating to industries which we operate

in;

. certain statements in this prospectus with respect to trends in prices, operations,
margins, overall market trends, and risk management;

. change of volatility in interest rates, equity prices, volumes, operations, margins,
risk management and overall market trends; and

. other statements in this prospectus that are not historical facts.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
and undertake no obligation to update or otherwise revise the forward-looking statements in
this prospectus, whether as a result of new information, future events or otherwise. As a result
of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way we expect or at all.
Accordingly, the forward-looking statements are not a guarantee of future performance and you
should not place undue reliance on any forward-looking information. Moreover, the inclusion
of forward-looking statements should not be regarded as representations by us that our plans
and objectives will be achieved or realized. All forward-looking statements in this prospectus
are qualified by reference to the cautionary statements in this section.

In this prospectus, statements of or references to our intentions or those of our Directors

are made as of the date of this prospectus. Any such information may change in light of future
developments.
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RISK FACTORS

An investment in the Offer Shares involves significant risks. You should carefully
consider all of the information in this prospectus, including the risks and uncertainties
described below, before deciding to invest in the Offer 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, results of
operations and growth prospects. In any such event, the market price of the Offer
Shares could decline, and you may lose all or part of your investment. Additional risks
and uncertainties not presently known to us, or not expressed or implied below, or that
we deem immaterial, could also harm our business, financial condition and results of
operations.

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

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Our growth and profitability depend on economic conditions and the level of consumer
spending in our key markets.

Our results of operations depend significantly on economic conditions and durable goods
consumption in our key markets, particularly in China. We derived 57.1%, 58.1%, 50.7%,
49.7% and 42.9% of our revenues from China in 2022, 2023, 2024 and the three months ended
March 31, 2024 and 2025, respectively. Durable goods consumption is affected by a number
of economic factors. Economic changes and related factors exacerbating negative trends in
consumer and business spending may cause certain customers to postpone, cancel or refrain
from placing orders for our products.

Worldwide and regional economic conditions could have a material adverse effect on the
customer demand for our products. Demand also could differ materially from our expectations
as a result of currency fluctuations. Other factors that could influence worldwide or regional
demand include availabilities of supporting regulations and subsidies, changes in fuel and other
energy costs, fluctuations in interest rates, conditions in the real estate and mortgage markets,
unemployment, labor costs, access to credit, consumer confidence, corporate willingness to
invest or spend, and other macroeconomic factors affecting the spending behavior of
consumers and corporates. These and other economic factors could materially and adversely
affect demand for our products and therefore adversely affect our business, results of
operations and financial condition.
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RISK FACTORS

We operate in a highly competitive environment, and failure to compete successfully
would adversely affect our market position, business and financial results.

We face significant competition in our air conditioner business both in China and the
overseas markets. Competition in the global air conditioner market is based on a number of
factors, including product pricing, product features and design, quality, performance, product
update, innovation, reputation, energy efficiency, distribution and financial incentives, such as
cooperative advertising, co-marketing funds, salesforce incentives and sales discounts,
after-sales services. In addition, the global air conditioner market is a relatively mature sector
characterized by intense price competition, frequent introduction of new products, rapid
adoption of technological and product advancements by competitors, and the individual
preferences of end customers. Significant new competitors or increased competition from
existing competitors may adversely affect our business, results of operations and financial
condition.

Our competitors primarily include large Chinese and multinational air conditioner
companies. We have a variety of local and overseas competitors in each region. We compete
with our competitors in a variety of aspects including market experience, sales and distribution,
brand recognition, portfolio breadth, product features, pricing, manufacturing scale, cost
efficiencies, marketing, manufacturing, R&D or technological resources. Furthermore, due to
rapid technological advancements, shortened product update cycles and ease of imitation, it is
becoming increasingly difficult for us to take advantage of the higher selling prices typically
associated with new products and technologies while having to invest more in R&D. Some of
our competitors may also be willing to reduce prices and accept lower profit margins to
compete with us. In addition, further increase in market concentration of the air conditioner
industry may result in stronger competition for us, and any price competition from time to time
may result in declined average selling prices and profit margins, which could adversely affect
our business and financial results.

There can be no assurance that we will be able to compete successfully and failure to do
so would have an adverse effect on our business, results of operations and financial condition.

Our business may be adversely affected if we fail to innovate or if we fail to introduce new
products on a timely basis, and our investments in R&D may not yield the expected
results.

Our long-term success in the competitive environment depends on our ability to develop
and commercialize a continuing stream of innovative products. As a result, we continue to
invest significant resources in our infrastructure, R&D and other areas in order to remain
competitive in our businesses and operations, as well as to explore new growth strategies and
introduce new high-quality products. However, our investments in innovations and new
technologies, which may be significant, may not increase our competitiveness or generate
financial returns in the short term, or at all, and we may not be successful in adopting and
implementing new technologies. New product development and commercialization efforts,
including efforts to enter markets or product categories in which we have limited or no prior

_ 45—



RISK FACTORS

experience, have inherent risks. These risks include the costs involved, such as development
and commercialization, product development or launch delays and the failure of new products
to achieve anticipated levels of market acceptance or growth in sales or operating income. We
also face the risk that our competitors will introduce innovative products that compete with our
products and thereby divert demand for our products to such competitors’ products. In addition,
sales generated by new products could cause a decline in sales of our existing products. If new
product development and commercialization efforts are not successful, our business, financial
condition and results of operations could be adversely affected.

If we fail to develop, maintain and enhance recognition of our brands, or if we incur
excessive expenses in this effort, our business and results of operations may be adversely
affected.

Our business depends significantly on the strength of our brands and their reputation.
Each of these brands have their specific market positioning in their primary market and are at
different stages of development. Therefore, developing, maintaining and enhancing the
recognition, image and acceptance of our brands is critical to our ability to differentiate our
products from, and to compete effectively with, our competitors. The success of our brands
depends on our design and marketing efforts, including advertising and customer campaigns,
and on product innovation. We intend to continue making investments in these areas in order
to develop, maintain and enhance our brand image. As a result, costs associated with
maintaining our brand image can be significant, and we may further incur substantial expenses
to establish our brand image in new markets we have decided to or will enter. However, we
cannot assure you that our investments in these areas would be successful, and expenses related
to maintaining our brand image may have an adverse impact on our results of operations and
financial condition if they do not yield the expected results. The ability of each brand to
successfully target its designated market and customer group is also important in minimizing
risks of cannibalization among our own products.

Our brands, reputation and product sales could be harmed if, for example, our products
fail to meet expectations of our customers or contain defects or fail. See “— Our products may
experience quality problems from time to time that can result in harm to our reputation.
Product-related liability, product recall costs, and significant return or exchange could also
adversely affect our business and financial performance.” If we provide poor or ineffective
customer services or are subject to product liability claims, our brands and reputation could be
adversely affected. Given the association of our individual products with our overall brands,
an issue with one of our products could negatively affect demand for other products of ours or
the reputation of us as a whole, which could have an adverse impact on the business, results
of operations and financial condition of us.

We entered into brand authorization agreements which authorize the licensees to use our
brand name for a range of kitchen appliances and other small home appliances. There is no
guarantee that these licensees will successfully maintain the reputation and/or brand image of
our Aux brand. If these licensees cannot maintain the reputation and/or brand image of our Aux
brand, any negative publicity or consumer disputes and complaints regarding these licensees
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may harm the value of our brand, and our business, financial and results of operation may be
negatively affected as well. We also engage distributors to distribute our products and authorize
them to use our trade name, brand name and images in their course of sales for our products.
Our brand and reputation may be damaged by distributors’ improper conduct, counterfeit of our
products, product defects, product liability claims, consumer complaints, negative rumors,
negative media coverage or any other form of negative publicity. In addition, adverse publicity
about regulatory or legal action against us could damage our reputation and brand image,
undermine customer confidence in us and reduce long-term demand for our products.

Further, our success in maintaining and improving our brand image depends on our ability
to adapt to a rapidly changing media environment, including our increasing reliance on social
media and online dissemination of advertising campaigns. Negative posts or comments about
us on social networking platforms and other websites that spread rapidly through such forums
could seriously damage our reputation and brand image. In order to attract and retain
customers, we may need to substantially increase our expenditures for creating and maintaining
brand loyalty. As a result, our sales and marketing related expenses may increase significantly.

We have built a robust sales network, both directly and through distributors. Our failure
to maintain and expand our sales network directly or through distributors could
negatively impact our business, financial condition and results of operations.

We have established a robust sales network, both directly and through distributors. If we
fail to maintain or expand our sales network, our sales revenue will decline and our business,
results of operations and prospects may be materially and adversely affected. If our distributors
fail to perform or fail to fit our sales and marketing strategy, we may need to adjust the number
of our distributors and the footprint they cover. This may affect the width and depth of our sales
network which would in turn affect end customers’ access to our products. If we fail to renew
our agreements with our existing distributors or enter into new agreements on favorable terms
or at all, or if they reduce, delay or cancel their orders from us or enter into relationships with
our competitors, our revenue and our market share and growth opportunities could suffer,
which would negatively impact on our business, financial condition, results of operations and
cash flows.

We review the performance of our distributors from time to time. However, our ability to
manage the activities of our distributors is relatively limited. We mainly rely on our
distribution agreements, policies and measures we have in place to monitor and govern our
relationships with distributors, including their compliance with laws, rules, regulations and our
policies and implementation of anti-trust, anti-corruption and anti-bribery measures. If our
distributors fail to adequately promote our products, or fails to provide proper training to their
staff, thereby affecting the quality of services they provide, our reputation and brand image
may be damaged.

We cannot assure you that our distributors will comply with our distributor agreements
and policies. For example, we cannot assure you that they will comply with our pricing policies
at all times and will not compete using aggressive discounts, which could lead to negative
customer perception of the products we sell among our sales channels. In addition, we cannot
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assure you that we can independently audit or verify the sales performance and other financial
information made available to us via our platforms. As such, we may not have a true picture
of the sales performance of our distributors and whether or not they have complied with our
distributor agreements, policies or the demand that our customers have for our product
offerings. Given our limited ability to monitor the sales performance of our distributors and the
sub-distributors they may sell to, we cannot assure you that they will not make decisions or
take actions that are not in our best interests, thereby harming our business and reputation.
Similarly, we cannot assure you that each of our distributors will fully comply with the
distributor agreements with us or the policies we require them to adhere to or that we have
accurate and up-to-date information to assess our distributors’ performance.

We may not be able to effectively manage any overlap or potential competition among our
different sales channels.

During the Track Record Period, we sold our products through our omni-channel sales
network, which covers various offline and online channels. We cannot assure you that measures
we have implemented to manage overlap or potential competition among our sales channels
will be effective. As a result, the expansion of our sales network may not lead to proportionate
expansion of our sales revenue. Furthermore, adverse competition or cannibalization, such as
cross-region sales in contravention of contractual obligations of distributors, among our sales
channels may have a negative impact on the stability of our sales network, which may have a
material and adverse effect on our profitability, business, financial condition and results of
operations.

In addition, our distributors may further enter into agreements with their sub-distributors,
and we normally do not enter into distributorship agreements or directly establish relationships
with the sub-distributors. Accordingly, we generally rely on our distributors to manage and
control the sub-distributors. In the event our distributors fail to effectively manage their
sub-distributors, competition among such sub-distributors may result in cannibalization within
our sales channels, which may have an adverse effect on our business, results of operations and
financial condition.

If we fail to grow or retain our customer base, or if customer satisfaction declines, our
business and operating results may be adversely affected.

The size of our customer base and the level of satisfaction are critical to our success. Our
business has been depending and will continue to depend on our customers and their loyalty
in and level of satisfaction with our products. If customers no longer view our products as
useful and attractive as compared to competing offerings, we may not be able to increase or
maintain our customer base and the level of satisfaction. A number of factors could negatively
affect customer growth, retention and satisfaction, including:

. despite our continual research, monitoring and analysis of customer needs, we may
be unable to identify and meet evolving customer demands;
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. we may not be able to timely develop and introduce new or updated products, or the

new or updated products we introduce may not be favorably received by customers;

. we may fail to update existing technology or develop new technology in time to stay
ahead or abreast of market advances;

. we may not be able to continue to successfully drive organic growth of customer
base, which may require us to devote more additional resources to acquire

customers;

. we may be unable to prevent or combat inappropriate use of our products, which
may lead to negative public perception of us and damage our brand or reputation;

. we may encounter technical or other problems that prevent our products from
operating in a smooth and reliable manner or otherwise adversely affect customer
experience;

. our competitors may launch or develop similar or disruptive products with better
customer experience or lower price, which may result in loss of existing customers
or decline in new customers growth;

. we may fail to address customer concerns related to privacy and communication,
data safety, security or other factors; and

. we may be compelled to modify our products to address requirements imposed by
legislation, regulations, government policies or requests from government
authorities in manners that may compromise user experience.

Our products may experience quality problems from time to time that can result in harm
to our reputation. Product-related liability, product recall costs, and significant return or
exchange could also adversely affect our business and financial performance.

We cannot assure you that our quality control measures will be as effective as we expect.
There can be no assurance that we will be able to detect and fix all defects in our products. We
may face the risk of significant monetary exposure to claims if we fail to implement and
maintain our quality control steps and our products do not perform as expected or contain
design and/or manufacturing defects or malfunctions.

If our products are defective, the sale of such products could expose us to product liability
claims relating to personal injury or property damage and may require product recalls or other
actions. Third parties who are subject to such injury or damage may bring claims or legal
proceedings against us. Certain product liability claims may be the result of defects from
components and parts purchased from our suppliers. Attempting to enforce our rights against
such suppliers and manufacturers may be expensive, time-consuming and ultimately futile.
Such suppliers and manufacturers may not be able to indemnify us for the losses resulting from
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such defects and product liability claims in full or at all. Further, our insurance coverage might
be insufficient to fully cover all damages sought and the claiming process might be prolonged.
As a result, any material product liability claims or litigation could result in the expenditure
of funds and managerial efforts in defending them and could have a negative impact on our
reputation. Further, a product liability claim could generate substantial negative publicity about
our products and brands, which would have a material adverse effect on our business prospects
and financial condition.

We adhere to our product return policies and generally do not allow our distributors to
return products other than due to product quality issues, which is in line with customary
industry practice. For our collaboration with certain leading e-commerce platforms in mainland
China, we may agree to accept returns for unconditional returns initiated by consumers.
However, we may be required by law to adopt new or amend existing return and exchange
policies from time to time. Should we be the ultimate responsible party for the costs and losses
associated with return and exchange, our results of operations may be materially and adversely
affected. If our return and exchange policy is misused by a significant number of customers,
our costs may increase significantly and our results of operations may be adversely affected.
If we adopt more customer-friendly return and exchange policies, these policies also subject us
to additional costs and expenses which we may not recoup through increased revenue, which
may negatively affect our results of operations. If we adopt less customer-friendly return and
exchange policies to reduce such costs and expenses, our users may be dissatisfied, which may
result in loss of existing users or failure to acquire new customers at a desirable pace, which
may adversely affect our results of operations.

Our operating results depend upon our ability to obtain raw materials, components and
products in sufficient quantities on commercially reasonable terms from third-party
suppliers, and any disruption in their supply or significant increase in their prices will
negatively affect our business.

Raw materials and components are the largest component of our total cost of sales. The
raw materials and components that we mainly use in our products are copper, aluminum, steel,
plastic, compressors and motors. The prices of these materials and components containing
those materials are susceptible to significant fluctuations due to supply and demand trends in
the commodities markets, transportation costs, government regulations and tariffs, geopolitical
events, changes in currency exchange rates, price controls, the economic climate and other
unforeseen circumstances. Our supply agreements for raw materials may allow pricing
adjustments depending on the contract. Our results of operations could be adversely affected
if we were unable to obtain adequate supplies of high-quality raw materials or components in
a timely manner at reasonable prices or make alternative arrangements for such supplies, or if
there were significant increases in the costs of raw materials or components that we could not
pass on in full.
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We rely on the timely supply of raw materials, components and products, including key
components such as compressors, in order to carry out our production plans as scheduled. The
R&D process is time-intensive, and we cannot assure that our R&D progress and outcomes and
the cost-effectiveness of our in-house production of such key raw materials will meet our
expectations. Any delays or disruptions in such supplies from our suppliers, may have a
material and adverse impact on our ability to meet the market demands and our marketing and
sale of our products. In addition, any natural or man-made disasters or other unanticipated
catastrophic events, including adverse weather, fires, technical or mechanical difficulties,
storms, explosions, earthquakes, strikes, acts of terrorism, wars and outbreaks of pandemics
could impair the operations of our suppliers and/or disrupt our transportation channels, and
impede our ability to manufacture and deliver our products to customers in a timely manner.

Raw materials, components and products required for production and operations,
including those that are available from multiple sources, may be subject to supply shortages
and significant commodity pricing fluctuations. There can be no assurance that we will be able
to extend or renew the agreements that we have entered into for the supply of many raw
materials, components and products on commercially acceptable terms, or at all. Some
suppliers of raw materials, components and products may suffer from poor financial
conditions, which can lead to business failure for the supplier or consolidation within a
particular industry, further limiting our ability to obtain sufficient quantities of raw materials,
components and products on commercially reasonable terms. The effects of global or regional
economic conditions on our suppliers could also affect our ability to obtain raw materials,
components and products. Although we have entered hedging transactions to lock the prices for
some of the bulk materials required for manufacturing, we remain subject to significant risks
of supply shortages and price increases, which may adversely affect our business, results of
operations and financial condition.

If our third-party service providers fail to provide reliable or standardized services, our
business, financial condition and results of operations may be adversely affected, and our
reputation may be harmed.

We procure services, such as transportation and logistics services as well as installation
services, from third-party service providers over whom we do not have control. To a much
lesser extent, we also engage third-party service providers for commissioned processing of
immaterial components of our products. These third-party service providers may encounter
disruptions in their operations due to factors such as equipment breakdowns, IT system
failures, commercial disputes, labor shortages or strikes, natural disasters, non-compliance
issues, or other economic, business, labor, environmental, public health, or social issues. In
addition, we may not be able to identify substitute third-party service providers on terms that
are commercially acceptable to us, or at all. Any failure of our third-party service providers to
provide reliable, efficient and high-quality services may result in disruptions to the supply and
distribution of our products. Such disruptions could adversely affect our business operations,
financial condition, and results of operations, and may also harm our reputation in the market.
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Failure to maintain optimal inventory levels could increase our inventory holding costs or
cause us to lose sales.

Our inventory primarily includes finished goods, finished goods in transit, raw materials
and work in progress products. Our inventories decreased from RMB2,841.9 million as of
December 31, 2022 to RMB2,707.9 million as of December 31, 2023, mainly because finished
goods in transit were higher at the end of 2022 due to extended logistics delays and advanced
delivery preparations during the COVID-19 pandemic. As logistics recovered in 2023, finished
goods in transit declined. Our inventories increased significantly from RMB2,707.9 million as
of December 31, 2023 to RMB5,878.8 million as of December 31, 2024, primarily due to
stocking up inventory for overseas sales in response to rising overseas demand. Our inventory
plan was based on confirmed and projected customer orders. For instance, as of December 31,
2024, we have secured contracts with overseas customers totaling an order value of
RMB13,072.6 million. Additionally, we adjusted production schedules to increase output by
the end of 2024 to optimize capacity and prepare for 2025 orders. Our inventories then
decreased to RMB5,227.4 million as of March 31, 2025, mainly due to a reduction in finished
goods after the peak shipping season in the first quarter. Our inventory turnover days were 62.1
days, 52.2 days, 66.6 days and 67.8 days in 2022, 2023, 2024 and the three months ended
March 31, 2025, respectively. The decrease in our inventory turnover days from 62.1 days in
2022 to 52.2 days in 2023 was primarily because of the improved efficiency in our logistics and
warehousing management as we refined our inventory management. The increase in our
inventory turnover days from 52.2 days in 2023 to 66.6 days in 2024 was primarily because we
stock up inventory for overseas sales at the end of 2024. Our inventory turnover days remained
relatively stable at 67.8 days for the three months ended March 31, 2025.

We may not be able to accurately track our inventory level or to identify any excessive
build-up or insufficient stock of inventory at various levels of our global network. We may
misjudge market demand. Inventory levels in excess of customer demand may result in
inventory write-downs or write-offs, and the sale of excess inventory at discounted prices or
in less preferred sales and distribution channels could impair the image of our brands and harm
our gross margin; but if we underestimate the demand for our products, insufficient stock could
result in delays in the shipment of our products, thereby impacting our ability to generate sales
and cause damage to our reputation and relationships with our customers and distribution
partners. Therefore, failure to maintain optimal inventory levels could increase our inventory
holding costs or cause us to lose sales, which could adversely impact our business, financial
condition and results of operations.
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Our sales and results of operations are subject to seasonal variations.

Our air conditioner business can be affected by weather due to the nature of the products.
Changes in weather or average temperature may cause fluctuations in demand for our products.
In addition, there are also certain seasonal patterns for purchases of our products due to other
factors such as holiday-driven promotions and deliver periods for overseas sales. We expect the
impact of seasonality on our business to remain in the future. As a result of these seasonal
variations, we believe that comparisons of our operational results between different quarters
within a single fiscal year or across different fiscal years are not necessarily meaningful and
that these comparisons cannot be relied upon as indicators of our future performance.

Our imports and exported products may be adversely affected by trade barriers,
including tariffs, antidumping measures, countervailing duties or quotas.

We have been and may continue to be adversely affected by trade barriers, including
tariffs, quotas, antidumping measures, and countervailing duties imposed on goods that include
our products exported to our overseas markets, which could materially adversely affect our
exports to those regions and, in turn, our results of operations and financial position.

Further, international market conditions and the international regulatory environment
have historically been affected by competition among countries and geopolitical frictions.
Changes to trade policies, treaties and tariffs of the jurisdictions in which we operate, or the
perception that these changes could occur, could adversely affect the financial and economic
conditions of the jurisdictions in which we operate, and subsequently our financial condition
and results of operations. Although we have (i) actively discussed and cooperated with our
suppliers and customers to reduce the impacts from tariffs, (ii) increased our production
efficiency to offset such impacts on our cost of sales as a whole, and (iii) potentially expanded
our supplies resources to other countries, we cannot guarantee that these measures are
sufficient to mitigate such impacts on our results of operations. Non-tariff trade barriers, such
as potential restrictions on transfer of technology or intellectual property rights, may adversely
affect the technology know-how we may rely on for the development of and the innovation in
our products. If any of such situations happens, our business, results of operations and financial

conditions may be adversely affected.

We conduct operations worldwide and are exposed to legal, regulatory, political,
economic, commercial and other risks in each country in which we operate.

As of the Latest Practicable Date, our products were sold in over 150 countries and areas.
As a result of our global footprint, we are subject to legal, regulatory, political, economic,
commercial and other risks associated with cross-border business, including:

. fluctuations in foreign currency exchange rates. For further information, please see
“— Risks Relating to Financial, Accounting and Tax Matters — Fluctuations in
exchange rates may result in foreign currency exchange losses and may have a

material adverse effect on your investment;”
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increased costs associated with maintaining the ability to understand local markets
and follow their trends, as well as develop and maintain an effective marketing and
distribution presence;

difficulty in providing efficient customer service and support in markets abroad;

risks associated with dealing with regulatory regimes, regulatory bodies and
government policies with which we might be unfamiliar, in order to obtain overseas
permits, licenses and approvals necessary to manufacture or import, market and sell

products in or to overseas regions;

high costs relating to compliance with the commercial and legal requirements of
overseas markets, including those relating to labor, environmental and industry-
specific regulations;

risks associated with local unions and employment disputes, including allegations of
discrimination, harassment, violation of collective bargaining agreements, wrongful
termination, among others;

difficulty in obtaining or enforcing intellectual property rights;

strict foreign exchange controls and cash repatriation restrictions;

unanticipated changes in prevailing economic conditions and regulatory
requirements;

political instability and civil unrest, cultural and religious conflicts, and acts of
terrorism;

risks associated with compliance with local tax laws and regulations including but
not limited to timely filing of tax returns, tax payment, and disputes or
disagreements with local tax authorities with respect to matters including but not
limited to calculation of tax liabilities and preferential tax treatments;

risks associated with disputes with local tax authorities on the judgement of transfer
pricing arising out of our intragroup transactions, which may result in reallocation

or adjustment of our taxable income and a different tax amount payable;

difficulties in enforcing agreements and collecting overdue receivables through
local legal systems; and

trade barriers such as export requirements, sanctions, tariffs and other restrictions

and expenses.
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As part of our future plans, we intend to set up new manufacturing facilities in the Middle
East, the Americas, and other appropriate locations. Although these regions are not entirely
new operating areas for us, as we already have established sales networks and business
activities there, building new manufacturing facilities may nonetheless expose us to additional
risks. These include significant capital expenditures and ongoing operating costs, as well as the
possibility of project delays or cost overruns. We may also face strong competition from both
local and international manufacturers in these markets, which could require greater investment
in marketing and distribution. In addition, the economic and regulatory environments in the
Middle East, the Americas, and other locations differ from our existing markets, and changes
in local policies, tariffs, or approval processes may impact the viability and profitability of our
planned operations.

Our overall success as a global business depends, in part, on our ability to succeed in
managing such risks. The risks and their potential impact on us or our business partners vary
from country to country and are difficult to predict with any degree of accuracy. We may not
be able to develop and implement policies and strategies that address these risks effectively in
each location in which we conduct business, and there can be no assurance that our exposure
to such risks, which may become greater as we expand our international operations, will not
adversely affect our reputation, business, results of operations and financial condition or
otherwise divert our resources in handling any lawsuits, legal proceedings or complaints.

We are subject to applicable antitrust and competition laws in the jurisdictions in which
we operate, and we may be subject to certain regulatory scrutiny procedures and investigations,
from time to time, by antitrust or competition regulatory authorities relating to claims of
infringement of antitrust or competition laws, or civil lawsuits and criminal proceedings with
respect to anti-competitive behaviors, in certain of these jurisdictions. Such regulatory scrutiny
procedures and investigations, may be carried out by the relevant antitrust or competition
regulatory authorities on an individual entity or a group of entities within an industry or a
segment of an industry and may relate to a range of activities including acquisitions, pricing
and other behaviors. These investigations and scrutiny procedures may be carried out by
antitrust or competition regulatory authorities in confidence and we may not become aware of
the details of such scrutiny procedures or investigations until we are formally notified of the
outcome. In addition, our competitors may resort to making allegations or complaints against
us to regulators without our knowledge which may give rise to further scrutiny and
investigations. Such scrutiny procedures, investigations, lawsuits and proceedings may result
in fines, civil liability or criminal liabilities or may result in a change in the way we operate.
Further, there can be no assurance that our business, results of operations and financial
condition will not be adversely affected by the introduction of new antitrust or competition
laws in the jurisdictions in which we operate, the interpretation of existing antitrust or
competition laws, or the enforcement of existing antitrust or competition laws by competent
regulatory authorities or civil antitrust litigation by private parties against us or our
subsidiaries.
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We have operations in a large number of jurisdictions. Exports of our products must be
made in compliance with various economic sanctions and export controls laws in different
jurisdictions. For example, U.S. economic sanctions prohibit the provision of products and
services to certain countries or regions, governments, and persons targeted by U.S. sanctions.
European Union sanctions also have similar regime to prohibit the provision of products and
services to countries or regions, governments and persons on their respective target list. We
take precautions to prevent our products from being provided to any target of these sanctions.
However, we cannot assure you that our products would not be provided to those targets
through independent distributors despite such precautions. Any such provision could have
negative consequences, including government investigations, penalties and reputational harm.
We could be subject to future enforcement action with respect to compliance with
governmental economic sanctions and export controls laws that result in penalties and costs

that could have a material effect on our business and operating results.

In addition, economic sanctions programs do and will continue to restrict our ability to
engage in business dealings with certain sanctioned countries or regions. Sanctions programs
moreover evolve over time and it is difficult for us to predict the interpretation, implementation
or enforcement of governmental policies or sanctions with respect to our activities, currently
or in the future or whether U.S. sanctions in particular will expand in ways that impair and
restrict our business. Our policies, procedures and controls may not be able to react timely or
comprehensively to such changes. There is no assurance that our activities in any particular
country or region will not result in negative media attention or reputational damage.

Government policies affecting international trade and investment, such as capital
regulations, economic or trade sanctions, export regulations, tariffs or foreign investment
filings and approvals, may affect the demand for our products, impact the competitive position
of our products, or it may affect our sales of products in certain countries or regions. If any new
tariffs, legislation, or regulations are implemented (including those imposing economic or trade
sanctions, export or outbound investments supervision), or if existing trade agreements are
renegotiated, such changes could adversely affect our business, financial condition, and results
of operations.

In recent years, there have been heightened complexity in international relations. Such
tensions could reduce levels of international trade, investment, technological exchange, and
other economic activities, which would have a material adverse effect on global economic
conditions and the stability of global financial markets. Any of these factors could have a
material adverse effect on our and our customers’ business, prospects, financial condition, and
results of operations. In addition, as our business, to some extent, depends on markets and
supplies located overseas, economic sanctions and trade restriction measures (including tariffs)
taken by government authorities or other trade tensions or unfavorable trade policies may
affect the costs and/or marketability of our products, and our ability to continue to sell to global
customers and further grow our customer base.
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Changes in international trade policies and tariffs may adversely impact our business and
operating results.

Significant political, trade, or regulatory developments in the jurisdictions in which we
operate, such as those stemming from the current U.S. government, are difficult to predict and
may have a material adverse effect on us. Changes to international trade policy implemented
by the U.S. government have impacted and may in the future impact, among other things, the
U.S. and global economy, international trade relations and other areas.

Our business may also be impacted by the imposition of tariffs by the U.S. and any
resulting adjustment tariffs in the countries in which we operate. During the course of February
and April 2025, the U.S. government implemented tariffs on several major trading partners,
including Canada, China, the EU and Mexico, with a baseline of tariffs on all countries and an
additional individualized reciprocal higher tariff on the countries with which the U.S. has large
trade deficits (“U.S. Reciprocal Tariffs”). In response to the U.S. Reciprocal Tariffs, China
adopted a series of trade measures including raising its tariffs on U.S. goods. On April 9, 2025,
President Trump announced that the U.S. Reciprocal Tariffs would be paused for 90 days on
trading partners who did not retaliate after such policy took effect, but the 10% baseline tariff
would apply to nearly all other U.S. trading partners. On May 12, 2025, China and the U.S.
agreed to temporarily lower tariffs on each other’s goods, which became effective from May
14, 2025. China removed the additional tariffs it announced since April 4, 2025, and suspended
its initial 34% tariff on the U.S. it announced on April 4, 2025 for 90 days, but retained a 10%
tariff during the period of the pause. These tariffs as well as their scope of application remain
subject to further negotiations and adjustments. There is also substantial uncertainty in relation
to the interpretation, implementation and administration of the tariffs. Existing bilateral or
multilateral trade agreements between the U.S. and other countries may also affect the scope
of application of the U.S. Reciprocal Tariffs.

During the Track Record Period, our revenue generated from the U.S. and our supply
chain exposure to the U.S. were not significant, and the impacts of the increased tariffs by the
U.S. and the countermeasures taken by China on us are limited as of the Latest Practicable
Date. However, the uncertainty surrounding potential changes in U.S. trade policies could
adversely affect our business operations and financial performance. Any substantial increases
in tariffs or trade restrictions implemented by the U.S. administration could lead to retaliatory
measures by affected countries, potentially disrupting global supply chains. If we are unable
to successfully manage the impact and the increased costs resulting from the increased tariffs,
our business, financial condition and results of operations could be materially and adversely
affected.
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Our business and prospects may be harmed if we cannot adequately protect our
intellectual property rights and litigation to protect our intellectual property rights may
be costly and may not be resolved in our favor.

Our success in maintaining our competitive position depends on our ability to obtain and
enforce intellectual property rights worldwide. We seek to protect our intellectual property and
proprietary rights primarily through intellectual property laws, relying on a combination of
patents, trade secrets, trade name, trademarks, copyrights and similar protections. With respect
to proprietary know-how that is not patentable and production processes for which patents are
difficult to enforce, we rely on trade secret protections and confidentiality agreements to
safeguard its interests.

Steps taken by us to protect our intellectual property and proprietary information may not
be adequate to prevent misappropriation of our technology as the existence of laws or contracts
prohibiting such actions may not always serve as sufficient deterrents, and policing the
unauthorized use of our intellectual property may be expensive and time consuming. Pending
patent applications or patents already issued to us may become subject to dispute, which could
be resolved against us, thereby causing such patents to be invalid or unenforceable. Reverse
engineering, unauthorized copying or other misappropriation of our intellectual property and
proprietary technologies could enable third parties to benefit from our technologies without
paying us for doing so, and we may be unable to determine the extent of any unauthorized use
of our intellectual property. Our competitors may also independently develop substantially
equivalent technologies, or otherwise gain access to our proprietary technologies, and obtain

patents for such intellectual properties in other jurisdictions where our products are sold.

In order to protect our intellectual property rights and maintain our competitive position,
we may file suits against parties that we believe infringe our intellectual property. Such
litigation may divert management’s attention and resources from the operation of our business.
We may also have to bring suits in foreign jurisdictions, in which case we would be subject to
additional risks as to the result of the proceedings and the amount of damages that we can
recover. Some countries in which we conduct our business may have weaker capabilities in
protecting intellectual property rights, and effective patent, copyright and trade secret
protection may be unavailable or limited. In addition, depending on the jurisdiction, statutory
differences in patentable subject matter may affect the protection we can obtain under a patent.
Our competitive position may be undermined if we do not adequately protect our intellectual
property rights, which may have a material adverse effect on our business, results of operations
and financial condition.
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Claims by third parties that we are infringing their intellectual property and other
litigation could adversely affect our business.

Intellectual property rights, such as patents, trade name, trademarks, copyrights, domain
names, know-how, and proprietary technologies protect brand images, product formulations
and other valuable rights. Our competitors or other third parties may have intellectual property
rights and interests which could potentially conflict with ours. If any patents or know-how
infringement or other intellectual property claims against us are successful, we may not have
a legal right to continue to use or sell products that are adjudicated to have infringed third
parties’ intellectual property rights. We may be legally required to expend significant resources
to review and revise our business and operations so that they do not infringe third parties’
intellectual property rights or we may be required to obtain relevant licenses to avoid further
infringements. Intellectual property litigation against us could significantly disrupt our
business, divert our management’s attention or consume much of our financial resources.

For example, we have been involved in several intellectual property litigations as the
defendant or a co-defendant. While we have successfully defended some cases through
non-infringement findings or successful invalidation of plaintiffs’ patents through our
counterclaims, there have been certain instances where courts determined that we infringed
third parties’ intellectual property rights and thus we were subject to compensatory payments.
We have updated certain design of our products to avoid further infringement, and
implemented comprehensive improvements to our intellectual property protection system. For
details, see “Business — Intellectual Property.” However, no assurance can be given that these
measures will be effective in protecting us against intellectual property litigation risks. In
addition, during the Track Record Period, our Group was a co-defendant in a litigation related
to a trade secrets and intellectual property infringement proceeding, and as of the Latest
Practicable Date, an appeal had been filed by the other defendant. For details, see “Business
— Legal Proceedings and Compliance.”

We are subject to a broad range of regulations and may be subject to fines or impacts that
could cause our operations to be interrupted.

We are subject to a broad range of involving laws and regulations relating to, among other
areas, the environment, occupational health and safety and labor practices, both in China and
in other jurisdictions in which we operate. Compliance with such regulations may result in an
increase in our cost of compliance, and failure to comply could subject us to legal liability,
fines and other sanctions.

In the area of environmental regulation, we are required to comply with laws and
regulations relating to air emissions, discharges into water, noise pollution, toxic chemicals,
waste treatment, and the energy efficiency of certain products, among other things. We are also
subject to periodic monitoring by environmental protection authorities in various jurisdictions.
Any failure on our part to comply with any present or future environmental regulations could
result in the assessment of damages or imposition of fines against us, suspension of production
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or a loss of license to operate certain facilities. In addition, new environmental regulations
could require us to acquire costly equipment or to incur other significant compliance expenses
that may adversely affect our business, results of operations and financial condition.

In addition, we may in the future be subject to potentially material liability relating to the
investigation and clean-up of contaminated areas, including groundwater, at properties owned
or formerly owned, operated or used by us and to claims alleging personal injury or damage
to natural resources. There can be no assurance that we will not incur environmental liability
beyond the limits, or outside the coverage, of any insurance or that our provisions for

environmental remediation will be sufficient to cover the ultimate loss or expenditure.

Further, we may be required to make additional investments and change our product
design and manufacturing processes to meet energy efficiency standards necessary to market
such products in certain jurisdictions.

Finally, there is a growing global focus on the labor and environmental practices of
manufacturers, particularly in low-cost countries. Additional, more stringent social
responsibility laws and regulations may be adopted in the future, which may result in an
increase in our cost of compliance. In addition, if we fail to comply with such laws and
regulations, we may be subject to fines, penalties, legal judgements or other costs, which may
adversely affect our operating results and financial condition. In addition, a finding of
noncompliance, or the perception that we have not responded appropriately to growing
consumer concern for issues relating to social responsibility, whether or not we are legally
required to do so, may adversely affect our reputation, and consequently our operating results
and financial condition.

Our business is subject to a variety of local and overseas laws, rules, policies and other
obligations regarding data protection. Any losses or unauthorized access to or releases of
confidential information and personal data could subject us to significant reputational,
financial, legal and operational consequences.

Our business requires us to use and store information, including, among other things,
personally identifiable information and other personal information with respect to our
customers and employees. We are subject to local and overseas laws relating to the collection,
use, retention, security and transfer of personal information. In many cases, these laws apply
not only to third-party transactions, but also may affect transfers of personal information
among us and our overseas sales companies. Several jurisdictions have passed laws in this area,
and other jurisdictions are considering imposing additional requirements. These laws continue
to develop and may be inconsistent from jurisdiction to jurisdiction. Complying with emerging
and changing overseas requirements may cause us to incur substantial costs or require us to
change our business practices. Non-compliance could result in significant penalties or legal
liability.
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To ensure our compliance with these laws and regulations relating to the collection, use,
retention, security and transfer of personal information, we have established relevant protocols
and mechanisms with respect to how we collect, store, process and use user personal data and
information. For example, we notify customers the information collected and the purpose of
collecting the information, explain to them what, how and why the personal information may
be shared with third parties and also obtain consent from relevant users or other basis of
legitimacy. Any failure by us to comply with these public statements or with other local or
overseas privacy-related or data protection laws and regulations could result in proceedings
against us by governmental entities or others. In addition to reputational impacts, penalties
could include ongoing audit requirements and significant legal liability. We have implemented
systems and processes intended to secure our IT systems and prevent unauthorized access to
or loss of sensitive data, including through the use of encryption and authentication
technologies. As with all companies, these security measures may not be sufficient for all
eventualities and may be vulnerable to hacking, employee error, malfeasance, system error,
faulty password management or other irregularities. For example, third parties may attempt to
fraudulently induce employees or users into disclosing user names, passwords or other
sensitive information, which may in turn be used to access our IT systems. To help protect
customers and ourselves, we monitor our services and systems for unusual activity and may
freeze accounts under suspicious circumstances, which, among other things, may result in the
delay or loss of customer orders or impede customer access to our products.

We may face increasing acquisition and leasing costs with respect to warehouses at
suitable locations, and may not be able to find suitable locations for warehouses on
commercially acceptable terms, if at all.

Performance of our business depends on the location of our warehouses. Given our
inventory levels and shipping demands, the strategic placement of our warehouses is crucial.
During the Track Record Period, our warehouses are primarily on lease terms. If any of our
warehouses experiences a material incident or our prevention measures are not adequately
implemented in the future, we may lose the goods stored therein, and incur significant costs

and expenses to restore or to relocate such warehouses.

The supply of suitable locations for warehouses is limited, and competition for these
locations is intense. Therefore, we may face increasing cost in acquiring or leasing these prime
locations for our warehouses. Furthermore, there can be no assurance that we will be able to
identify and lease or acquire suitable locations on terms commercially acceptable to us or at
all. In the event that we encounter difficulties in securing suitable large-scale warehouses sites
in regions where we operate or plan to expand, our business, financial conditions and results
of operations could be adversely affected.
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We rely on certain utilities such as electricity and water in our manufacturing process,
and any failure or shortage in the supply of such utilities may adversely affect our
business.

Our manufacturing process is dependent on certain utilities, such as electricity and water.
Any shortage or interruption in the supply of utilities could disrupt our operations and increase
our cost of production or result in delays in the shipment of products to customers. For
example, although we have secured long-term supply contracts for key utilities, there can be
no assurance that we will not experience any unexpected disruptions in utility supply in future.
Moreover, the price of various kinds of utilities may fluctuate and we cannot predict future
price trends or the degree of any price volatility. In most cases, local governments regulate
tariffs for industrial enterprises such as us, and we cannot predict whether the local
governments will raise tariffs in the future. Any significant increase in the prices of utilities,
any shortage or government-imposed curtailment on utilities usage or any interruption in
utilities supply could increase our cost of sales and/or cause disruptions to our operations. This,
in turn, may adversely affect our business, results of operations and financial condition.

RISKS RELATING TO FINANCIAL, ACCOUNTING AND TAX MATTERS

Fluctuations in exchange rates may result in foreign currency exchange losses and may
have a material adverse effect on your investment.

A majority of our revenues and cost of sales is denominated in RMB. However, as we
operate part of our business in foreign jurisdictions, we are subject to risks associated with
foreign currency exchange fluctuations. Through other income and gains, we incurred net
foreign exchange income of RMB114.0 million, RMB97.9 million and RMB86.0 million in
2022, 2023 and 2024, respectively. We incurred net foreign exchange losses of RMB2.5 million
and RMB28.7 million for the three months ended March 31, 2024 and 2025, respectively. This
is primarily due to the continued appreciation of the U.S. dollar in the fourth quarter in 2024,
which led to increased expected losses on forward foreign exchange contracts. In response to
foreign exchange risks, we have established effective measures to eliminate potential risks. For
details, see “Financial Information — Discussion of Certain Key Items of Consolidated
Statements of Financial Positions — Derivative Financial Instruments.” We cannot guarantee
that future fluctuations of exchange rates would not have a material adverse impact on our
financial condition and results of operations.

Changes in the value of foreign currencies could increase our RMB costs for, or reduce
our RMB revenues from, our foreign operations. The fluctuation of foreign exchange rates also
affects the value of our monetary and other assets and liabilities denominated in foreign
currencies. We cannot guarantee that future fluctuations of exchange rates would not have a
material adverse impact on our financial condition and results of operations.
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During the Track Record Period, we have maintained certain hedging policies, such as
leveraging certain derivative instruments, in an effort to reduce our exposure to foreign
exchange risks, and we may maintain, or further enhance, our hedging policies in the future.
Our derivative financial instruments mainly include, among others, forward currency contracts
and swaps. However, the availability and effectiveness of our hedging measures may be
limited, and we may not be able to adequately cover our exposure or not be able to fully cover
all the risks.

It is difficult to predict how external factors may impact the exchange rate of RMB to
foreign currencies in the future. There can be no assurance that such exchange rate will remain
stable against USD or other foreign currencies in the market. Any appreciation of RMB against
foreign currencies may affect our overseas operations. Conversely, if we decide to convert our
RMB into Hong Kong dollars for the purpose of making payments for dividends on our Shares
or for other business purposes, any depreciation of RMB against the Hong Kong dollar would
have a negative effect on the value of, and any dividends payable on, our Shares.

We will have significant capital requirements in connection with our business strategy and
if capital resources are not available on a timely, adequate and matched basis, we may not
be able to implement our strategy and future plans.

We incurred significant expenditure during the Track Record Period in connection with
our strategy to expand into new geographic markets and enhance our global presences. We may
continue incur additional capital expenditures in the future. In the event of adverse market
conditions, or if our actual expenditures significantly exceed our planned expenditures, our
external financing activities consolidated with our internal sources of liquidity may not be
sufficient to implement our current and future operational plans.

To the extent that our existing sources of capital are not sufficient to satisfy our needs,
we may have to seek external sources, including through the issuance of additional equity or
debt securities in the domestic or international capital markets or additional bank borrowings.
Our ability to obtain additional capital from external sources in the future is subject to a variety
of uncertainties, including:

. the liquidity and volatility of the Chinese and international capital markets;

. the PRC government’s policies regarding Renminbi and foreign currency
borrowings;

. our future financial condition, results of operations and cash flows;
. our ability to obtain the necessary regulatory approvals on a timely basis;

. any tightening of credit markets and general market conditions for debt and equity
raising activities by financial institutions;
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. foreign exchange regulations; and

. economic, political and social conditions in the geographical markets in which we
operate and elsewhere.

There is no assurance that we will be able to obtain additional capital in a timely manner
or on acceptable terms, if at all. The failure to obtain sufficient financing on commercially
reasonable terms could delay or derail our ability to pursue our business strategy, which could
adversely affect our product development, business and results of operations. Future debt
financing could include terms that restrict our financial flexibility or restrict our ability to
manage our business. If we are not able to issue shares in the future, we may need to explore
other avenues of raising capital.

We are exposed to changes in our receivables at fair value through other comprehensive
income. Fluctuations in their values would affect our results of operations and financial
condition.

We recorded receivables at fair value through other comprehensive income (“FVTOCI”)
of RMB155.9 million, RMB670.6 million, RMB964.8 million and RMB1,905.4 million as of
December 31, 2022, 2023 and 2024 and March 31, 2025, respectively. Fair values of
receivables at FVTOCI are determined based on quoted prices in active markets, significant
market-observable inputs, or significant unobservable inputs using valuation techniques. See
Note 42 to the Accountants’ Report in Appendix I to this prospectus for more details.

For receivables at FVTOCI, factors beyond our control can significantly influence and
cause adverse changes to the market-observable inputs that we use and thereby affect the fair
value of such financial assets and receivables. These factors include, but are not limited to,
general economic condition, changes in market interest rates, stability of the capital markets,
shifts in our creditworthiness and other market-driven variables. Any of these factors, as well
as others, could cause the fair values to fluctuate or our estimates to vary from actual results,
which could materially and adversely affect our results of operation and financial condition.
Additionally, judgement and estimation are required in establishing the relevant valuation
techniques where market-observable data for certain financial assets are not readily available,
which inherently involve a certain degree of uncertainty. Changes in assumptions relating to
our valuation could result in the material adjustments to the fair value of such financial assets,
which may in turn have a material adverse effect on our financial position and results of
operations.

In addition to receivables at FVTOCI, we recorded financial assets at amortized cost. Our
financial assets at amortized cost primarily consist of constant return financial products, which
mainly include term bank deposits with initial terms over one year, custom deposits and
non-transferable certificates of deposits deposited in financial institutions, which were
subsequently measured using the effective interest method. These financial assets at amortized
cost are subject to credit risks. We perform impairment assessment on these financial assets by
considering the risk of default of the counterparties with reference to credit ratings assigned by
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international credit-rating agencies. Any failure or distress of banks or financial institutions
with which we have a commercial relationship, or any events involving limited liquidity,
defaults, non-performance or other adverse developments that affect the financial services
industry in general (or any concerns or rumors about events of these kinds) may cause a
substantial decrease in the value of our other financial assets at amortized cost, which may in
turn adversely affect our results of operations and financial condition.

The amount of our deferred tax assets is subject to uncertainties of accounting estimates.

In the application of our accounting policies, our management is required to make
judgments, estimates and assumptions about the carrying amounts of certain assets and
liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be
relevant. Therefore, actual results may differ from these accounting estimates. We believe that
the amount of our deferred tax asset is subject to the uncertainties of accounting estimates.

As of December 31, 2022, 2023 and 2024 and March 31, 2025 our deferred tax assets
amounted to RMB576.7 million, RMB480.3 million, RMB498.7 million and RMB535.1
million, respectively. Based on our accounting policies, significant management judgment is
required to determine the amount of deferred tax assets that can be recognized, based upon the
likely timing and level of future taxable profits together with future tax planning strategies.
Where the actual or expected tax position of the relevant companies of our Group in future are
different from the original estimates, such differences will impact on the recognition of
deferred tax assets and liabilities and income tax charge in the period in which such estimate
has been changed.

We could be subject to changes in our tax rates, the adoption of new local or overseas tax
legislation or exposure to additional tax liabilities.

The EIT Law imposes a tax rate of 25% on business enterprises. Some of our subsidiaries
are entitled to preferential tax treatment. For example, certain of our subsidiaries in China were
approved as High-tech Enterprises, and they were subject to a preferential corporate income tax
rate of 15% during the Track Record Period. See “Financial Information — Description of
Certain Consolidated Statements of Profit or Loss and Other Comprehensive Income Items —
Income Tax Expenses” in this prospectus. To the extent there are any adjustments in the laws
and regulations governing preferential tax treatment, or increases in our effective tax rate due
to any other reasons, our tax liability would increase correspondingly. In addition, the PRC
authorities may amend or restate regulations on income, withholding, value-added, and other
taxes. Non-compliance with China tax laws and regulations may also result in penalties or fines
imposed by relevant tax authorities. Adjustments or changes to China tax laws and regulations
and tax penalties or fines could affect our businesses, financial condition and results of
operations.
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We also operate in countries and regions overseas and are subject to various taxes. See
“Financial Information — Description of Certain Consolidated Statements of Profit or Loss
and Other Comprehensive Income Items — Income Tax Expenses” in this prospectus. Due to
the fact that the tax environment can be different in different jurisdictions and that the
regulations regarding various taxes, including but not limited to corporate income tax, are
complex, our overseas operations may expose us to risks associated with the overseas tax
policy changes. Due to economic and political conditions, tax rates in various jurisdictions may
be subject to significant change. Our effective tax rates could be affected by changes in the mix
of earnings in countries with differing statutory tax rates, changes in the valuation of deferred
tax assets and liabilities, or changes in tax laws or their interpretation. Dealing with such
regulatory complexities and changes may require us to divert more managerial and financial
resources, which in turn could affect our results of operations.

We are also subject to the examination of our tax returns and other tax matters by local
and overseas tax authorities and governmental bodies. We regularly assess the likelihood of an
adverse outcome resulting from these examinations to determine the adequacy of our provision
for taxes. There can be no assurance as to the outcome of these examinations. If our effective
tax rates were to increase, or if the ultimate determination of our taxes owed is for an amount
in excess of amounts previously accrued, our financial condition, operating results and cash
flows could be adversely affected. In addition, some of the jurisdictions in which we operate
have rules on transfer pricing that require intra-group transactions to be conducted on arm’s
length terms. We have engaged the Transfer Pricing Advisor to conduct a transfer pricing
review and benchmarking studies on our primary international intra-group transactions during
the Track Record Period. The Transfer Pricing Advisor conducted an independent analysis and
considers the transfer pricing arrangements of the reviewed international intra-group
transactions to be compliant with the arm’s length principle in accordance with the Transfer
Pricing Guidelines for Multinational Enterprises and Tax Administrations issued by
Organization for Economic Co-Operation and Development, an intergovernmental organization
promulgating world trade policies, during the Track Record Period. For details, see “Business
— Our Global Footprint — Transfer Pricing Arrangement.” However, there can be no
assurance that tax authorities in these jurisdictions will not challenge our transfer pricing
arrangements, which could result in additional taxes, interests, or penalties imposed on us.
Such challenges could have a material adverse effect on our financial condition, results of
operations and prospects.

We have historically received financial incentives, such as government grants, and we may
not continue to receive such incentives in the future.

We have historically received government grants in the form of subsidies for certain of
our investment schemes, the purchase of property, plant and equipment, and certain R&D
projects. For further details of our government grants, see “Financial Information —
Description of Certain Consolidated Statements of Profit or Loss and Other Comprehensive
Income Items — Other Income and Gains.” Moreover, our growth has also been supported by
favorable government policies. The timing, amount and criteria of government grants and other
favorable policies are determined by the local government authorities and cannot be predicted
with certainty before we actually receive any financial incentive. We generally do not have the
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ability to influence local governments in making these decisions. Local governments may
decide from time to time to reduce or eliminate such grants or policies. Our eligibility for
government grants and other favorable policies is dependent on a variety of factors, including
the assessment of our improvement on existing technologies, relevant government policies, the
availability of funding at different granting authorities and the R&D progress made by other
peer companies. In addition, some of the government grants and policies are on a project basis
and subject to the satisfaction of certain conditions, including compliance with the applicable
financial incentive agreements and completion of the specific projects therein. In addition, the
policies under which we historically received government grants may be adjusted or changed.
We cannot assure you of the continued availability of government grants and other favorable
policies currently enjoyed by us. Any reduction or elimination of such government grants and
other policies would materially adversely affect our business, financial condition, results of
operations and prospects.

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

During the Track Record Period, a majority of our trade and bills receivables were
outstanding for less than 6 months. For a substantial portion of our sales of products in China,
we generally require full payment before delivery of goods. Depending on the credit history of
our overseas customers and their transaction amounts with us, we generally collect a certain
amount of deposits from them. We generally allow flexibility by offering a credit period of 30
to 120 days for the remaining amount. During the Track Record Period, our trade and bills
receivables turnover days were 25.2 days, 24.8 days, 30.3 days and 37.4 days in 2022, 2023,
2024 and the three months ended March 31, 2025, respectively. As of December 31, 2022, 2023
and 2024 and March 31, 2025, we recorded trade and bills receivables of RMB1,427.5 million,
RMB1,944.9 million, RMB3,003.4 million and RMB4,764.6 million, respectively. There is no
assurance that all such amounts due to our Group will be settled on time or at all, and we are
subject to credit risk in collecting the trade and note receivables due from the customers. Our
performance, liquidity and profitability will be adversely affected if significant amounts due to
us are not settled on time. The bankruptcy or deterioration of the credit condition of any of our
major customers could also adversely affect our business.

Our operations may be restricted by our current and future debt covenants, failure to
comply with the terms of our indebtedness could result in acceleration of debt, and our
leverage could make it difficult for us to operate our business.

Under the terms of our principal bank loans and under any debt financing arrangement
that we may enter into in the future, we are, and may in the future be, subject to covenants that
could, among other things, restrict the business and operations of our Group and/or one or more
of our subsidiaries. If we breach any of these covenants, our lenders and the holders of our debt
securities will be entitled to accelerate our debt obligations. Any default under our debt
obligations could require that we repay these debts prior to maturity as well as limit our ability
to obtain additional financing, which in turn may have a material adverse effect on our cash
flow and liquidity. Furthermore, our indebtedness may be accelerated if our lenders conclude
that we are at risk of not being able to repay the indebtedness. If our indebtedness is accelerated
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or declared default, it would be very difficult in the current financing environment for us to
refinance our debt or obtain additional financing. Our Directors confirm that we had neither
material defaults in payment of loans and borrowings, nor any breach of financial covenants
during the Track Record Period.

Our leverage could have important consequences for our business and operations,
including making it more difficult for us to satisfy our obligations under our financing
arrangements; increasing our vulnerability to a downturn in our business or general economic
and industry conditions; requiring us to dedicate a portion of our cash flow from operations to
payments on our debt and reducing the availability of our cash flow to fund internal growth
through capital expenditures and for other general corporate purposes; negatively impacting
credit terms with our creditors; and limiting, among other things, our ability to borrow
additional funds or raise equity capital in the future and increasing the costs of such additional
capital.

We recorded net current liabilities during the Track Record Period. We cannot assure you
that we will not experience net current liabilities in the future, which could expose us to
liquidity risks.

We recorded net current liabilities of RMB3,190.0 million, RMB2,029.4 million,
RMB2,469.6 million and RMB790.1 million as of December 31, 2022, 2023 and 2024 and
March 31, 2025, respectively. Our net current liability position was primarily attributable to
our trade and bills payables and other payable and accruals. However, there can be no
assurance that we will not experience liquidity problems in the future. The net current
liabilities position would expose us to liquidity risk which could restrict our ability to make
necessary capital expenditure or develop business opportunities, and our business, results of
operations and financial condition could be materially and adversely affected.

Fluctuations in interest rates may have an adverse effect on our results of operations.

Certain of our long-term interest-bearing borrowings are subject to variable interest rates.
Interest rate risks primarily arise from long-term loans that bear interest. Any borrowings at
floating interest rates expose us to cash flow interest rate risks. In addition, any borrowings at
fixed interest rates expose us to fair value interest rate risk.

We are constantly monitoring interest rate levels, as any increase will directly elevate the
costs of any borrowings under the floating rate or have a significant impact on our financial
performance. In order to hedge against cash flow fluctuations caused by changes in market
interest rates, we seek to manage interest rate risk through certain interest rate swap contracts.
We also seek to manage the impact of interest rate risk fluctuations by balancing fixed and
floating interest rate exposures based on market conditions. However, no assurance can be
given that these measures will be effective in protecting us against interest rate risk and a
failure to manage this risk could have an adverse effect on our business, results of operations
and financial condition.
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RISKS RELATING TO OUR OPERATIONS

Any interruption in the operation throughout our entire operation process for an
extended period may have an adverse impact on our business.

Our operation process covers from R&D through production, storage, logistics, marketing
and sales to after-sales services. Any interruption or failure in the operation process, which
involves use of raw materials, parts and components supplied by third-party vendors, could
result in product quality or safety problems and other regulatory or environmental risks that
may have an adverse impact on our business. Our operation process may be disrupted by fire,
flood, earthquake, power outage, telecommunications failure, security breach, and other
incidents that are beyond our control. Any interruption in the operation may render us unable
to fulfil the orders placed with us in a timely manner and/or design and manufacture products
to the customer’s satisfaction or at all. In addition, the use of the more advanced, complex and
costly technologies and equipment may further increase our exposure to operational risks and
the difficulty in timely repair or replacement. Any interruption in the operation throughout our
entire operation process for an extended period could cause us to suffer financial loss and
reputational harm, which may adversely affect our business, results of operations and financial
condition.

Our success depends largely on the continued service of our senior management and key
technical personnel and our ability to recruit, train or retain qualified personnel or
sufficient workforce while controlling our labor costs.

Much of our future success depends on the continued contributions of our senior
management and other key employees, many of whom are difficult to replace. The loss of the
services of any of our executive officers, our senior management team and other highly skilled
employees could harm our business. Competition for qualified talent is intense. Our future
success depends on our ability to attract a large number of qualified employees and retain
existing key employees. If we are unable to do so, our business and growth may be materially
and adversely affected.

We intend to hire additional qualified employees to support our business operations and
planned expansion. Our future success depends, to a significant extent, on our ability to recruit,
train or retain qualified personnel, particularly technical, marketing and other operational
personnel with experience in the relevant industry. Our experienced mid-level managers are
instrumental in implementing our business strategies, executing our business plans and
supporting our business operations and growth. The effective operation of our managerial and
operating systems also depends on the hard work and quality performance of our management
and employees. Since our industry is characterized by high demand and intense competition for
talent and labor, we can provide no assurance that we will be able to attract or retain qualified
staff or other highly skilled employees that we will need to achieve our strategic objectives. In
addition, our ability to train and integrate new employees into our operations may also be
limited and may not meet the demand for our business growth on a timely fashion, or at all,
and rapid expansion may impair our ability to maintain our corporate culture.
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Labor shortages or increased labor costs may slow down our growth rate and reduce our
profitability.

Experienced professional staff and other labor are important for the operation of our
businesses, and therefore, our success depends in part on our ability to attract, retain and
motivate a sufficient number of our R&D personnel and staff for our production work.
Qualified individuals in the relevant industries are in short supply and competition for workers
is intense. In addition, competition for qualified individuals or workers may require us to pay
higher wages, which could result in higher labor costs.

If we are unable to manage our growth or execute our strategies effectively, our business
and prospects may be materially and adversely affected.

Our business has continued to grow in recent years, so has our business network and
number of employees. In addition, as we expand our product portfolio, customer base and
geographical markets, we will need to work with a larger number of suppliers and partners
efficiently and maintain and expand mutually beneficial relationships with our existing and
new suppliers and partners. We also need to continuously enhance and upgrade our
infrastructure and technology, improve control over our operational, financial and management
aspects, strengthen our supplier and sales network management, refine our reporting systems
and procedures, and expand, train and manage our growing employee base. All these efforts
will require significant managerial, financial and human resources. We cannot assure you that
such efforts will reach our expected success. We cannot assure you that we will be able to
effectively manage our growth, that our current infrastructure, systems, procedures and
controls or any new measures to enhance them will be adequate and successful to support our
expanding operations or that our strategies and new business initiatives will be executed
successfully. In addition, changes and developments taking place in industries that we operate
in may also require us to re-evaluate our business model and adopt material changes to our
long-term strategies and business plans. Our failure to innovate and adapt to these changes and
developments may have a materially adverse effect on our business, financial condition and
results of operations. Even if we innovate and adapt to these changes and developments, we
may nevertheless fail to realize the anticipated benefits of changes adopted to our long-term
strategies and business plans or even harm our profitability as a result.

Our business may suffer as a result of adverse outcomes of current or future litigation and
regulatory actions, including with respect to anti-competitive practices.

We face the risk of litigation and regulatory proceedings in different countries in the
ordinary course of our business. Legal proceedings, including regulatory actions, may seek to
recover large indeterminate amounts or to limit our operations, and the possibility that they
may arise, and their magnitude may remain unknown for substantial periods of time. In
particular, legal proceedings, including regulatory actions, may result from product defects,
antitrust scrutiny, as well as disputes related to customer payments and product quality, both
in the PRC and in other jurisdictions. For example, as we expand our operations globally,
antitrust or competition regulatory authorities in certain jurisdictions may find our cooperation
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with other entities, or our conduct of business with other entities in a coordinated way, is not
compliant with certain antitrust or competition laws and regulations. Consequently, we may be
subject to certain antitrust investigations, lawsuits or regulatory proceedings, and may be
subject to fines, civil liability or criminal liability. Further, the nature of our business and
operations is such that we are subject to product liability claims relating to personal injury or
property damage. Third parties who are subject to such injury or damage may bring claims or
legal proceedings against us. Certain product liability claims may be the result of defects from
components and parts purchased from our suppliers. Such claims, including the damages being
sought, whether or not they have any basis, may be substantial and could extend beyond the
direct losses suffered by our counterparties. A substantial legal liability or adverse regulatory
outcome and the substantial cost of defending litigation or regulatory proceedings may have an
adverse effect on our business, results of operations, financial condition, cash flows and
reputation. Further, such lawsuits, regulatory proceedings and investigations could also divert
significant resources from our normal operations.

We may be the subject of anti-competitive, harassing, or other detrimental conduct by
third parties including complaints to regulatory agencies, negative social media postings,
and the public dissemination of malicious assessments of our business that could harm our
reputation and cause us to lose market share, customers and revenues.

We may be the target of anti-competitive, harassing, or other detrimental conduct by third
parties. Such conduct includes complaints, anonymous or otherwise, to regulatory agencies. We
may be subject to government or regulatory investigation as a result of such third-party conduct
and may be required to expend significant time and incur substantial costs to address such
third-party conduct, and there is no assurance that we will be able to conclusively refute each
of the allegations within a reasonable period of time, or at all. Additionally, allegations,
directly or indirectly against us, may be posted online by anyone, whether or not related to us,
on an anonymous basis. Customers value readily available information concerning distributors,
retailers, manufacturers, and their products and services and often act on such information
without further investigation or authentication and without regard to its accuracy. The
availability of information on social media is virtually immediate, as is its impact. Social media
immediately publish the content their subscribers and participants post, often without filters or
checks on the accuracy of the content posted. Information posted may be inaccurate and
adverse to us, and it may harm our reputation, business operations and financial performance.
The harm may be immediate without affording us an opportunity for redress or correction. Our
reputation may be negatively affected as a result of the public dissemination of anonymous
allegations or malicious statements about our business, which in turn may cause us to lose
market share, customers and revenues.
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We may suffer losses caused by the occurrence of extraordinary events, including natural
disasters or outbreaks of contagious diseases, and these losses may not be fully covered by
insurance.

Our business may be adversely affected by the occurrence of typhoons, severe storms,
earthquakes, floods, wildfires or other natural disasters or similar events in the areas where we
operate. In addition, any outbreak of a contagious disease, such as severe acute respiratory
syndrome (SARS), Middle East respiratory syndrome, avian influenza or novel coronavirus
disease (COVID-19), could disrupt our operations in terms of our global supply chain,
production, delivery as well as sales. Such events could decrease demand for our products,
impact the productivity of our workforce, make it difficult or impossible for us to make and
deliver products to our customers, or to receive components or products from our suppliers, and
create delays and inefficiencies in our supply chain. While our suppliers are required to
maintain safe working environments and operations, an industrial accident could occur and
could result in disruption to our business and harm to our reputation. Should major public
health issues, including pandemics, arise, we could be adversely affected by more stringent
employee travel requirements, additional requirements in freight services, relevant policy
affecting the movement of products between regions, delays in production ramps of new
products and disruptions in the operations of our suppliers. In the event of a natural disaster,
we could incur significant losses, require substantial recovery time and experience significant

expenditures in order to resume operations.

Our limited insurance coverage may not cover all losses, which may increase our
operational costs.

We currently have insurance coverage for our properties and fixed assets, plant and
equipment and inventories, which we consider to be exposed to major business risks. We also
maintain third-party insurance policies covering certain potential risks and liabilities including
product liability and property liability. We do not, however, carry insurance in respect of
certain risks that we believe are not insured under customary industry practice in China, or
which are uninsurable on commercially acceptable terms, if at all, such as those caused by war,
nuclear contamination, tsunami, pollution, acts of terrorism and civil disorder. Accordingly,
there may be circumstances in which we will not be covered or compensated, in part or at all,
for specific losses, damages and liabilities. We cannot guarantee that our insurance coverage
is sufficient to cover potential losses. Any damage to our properties, fixed assets, plant, and
equipment inventories that are not covered by insurance will result in substantial losses for us.
Nevertheless, we would remain obliged for any bank borrowings or other financial obligations
related to the property.

In addition, we are subject to the risks of losses arising from the misappropriation of cash
or other assets by our employees or third parties, which losses may not be sufficiently covered
by our insurance policies. Any risk that is not adequately covered by insurance may have an

adverse effect on our business, results of operations and financial condition.
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We may not be able to detect and prevent fraud or other misconduct committed by our
employees, customers, suppliers or other third parties.

We may be exposed to fraud or other misconduct committed by our employees,
customers, suppliers or other third parties that could affect our reputation and subject us to
litigation, financial losses and sanctions imposed by governmental authorities. Such

misconduct could include:

. hiding unauthorized or unlawful activities, such as money laundering, resulting in

unknown and unmanaged risks or losses;

. intentionally concealing material facts or failing to perform necessary due diligence
procedures designed to identify potential risks that are material to our decision to
make or dispose of investments and to engage in certain projects;

. improperly using or disclosing confidential information;

. engaging in improper activities such as offering bribes to, or receiving bribes from,
counterparties in return for any type of benefit or gain;

. misappropriating funds;

o conducting transactions that exceed authorized limits;

. engaging in misrepresentation or fraudulent, deceptive or otherwise improper
activities;
. engaging in unauthorized or excessive transactions to the detriment of our

customers; or

. otherwise failing to comply with applicable laws or our internal policies and
procedures.

Our internal control procedures are designed to monitor our operations and ensure overall
compliance. However, such internal control procedures may be unable to identify all instances
of non-compliance or suspicious transactions in a timely manner, if at all. Furthermore, it is not
always possible to detect and prevent fraud and other misconduct and the precautions we take
to prevent and detect such activities may not be effective. There is no assurance that fraud or
other misconduct will not occur in the future. If such fraud or other misconduct does occur, it
may result in negative publicity for us.
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Any negative publicity or misconduct regarding our brand ambassador that promotes our
products could adversely affect our business.

We partner with our brand ambassador to promote our brand and market our products
through both online and offline media. However, we cannot assure you that our brand
ambassador’s endorsements or advertisements will remain effective and compatible with the
messages that our brand and products aim to convey. Neither can we assure you that our brand
ambassador will remain popular or any of the images of our brand ambassador will remain
positive. Any of our brand ambassador’s deterioration of image or misconduct or inappropriate
speech, would have a significant impact on our brand images and subsequently the sales of our
products. Where we need to replace our brand ambassador, we may not be able to find suitable
candidates in a timely manner or at all. In addition, we may have to dispose relevant packaging
materials, removing advertising and marketing materials, which may incur additional expenses.
Furthermore, our marketing plans may be disrupted or fail as we may require more time to
prepare new market materials and may therefore miss special events. If any of these situations
occurs, our business, financial condition and results of operations could be materially and
adversely affected.

Our leased properties may be subject to non-compliances or challenges that could
potentially affect our future use of them.

We own and lease properties in the PRC primarily for industrial use, dormitories,
factories and offices. For details, see “Business — Properties — Owned Properties” and

“Business — Properties — Leased Properties.”

For some of our leased properties in the PRC, the lessors may not be able to provide
documents evidencing the authorization or consent from the property owners for subleasing. In
such case, our rights in relation to such properties might not be entirely protected. Any claim
or disputes related to the title of the properties leased by us may affect our ability to continue
to lease such properties and may result in relocation. We cannot guarantee that the legality of
our use and occupation of the relevant buildings will not be challenged. In addition, the actual
usages of certain leased properties were used for purposes inconsistent with their respective
permitted usage, which may also challenge or interrupt our use and occupation of the relevant
properties. If we have to find alternative properties, additional relocation costs will be
incurred, and our business operations may be disrupted, any of which may have an adverse
effect on our business, financial condition and results of operations. Furthermore, under PRC
law certain leases are required to be registered with the PRC government. We have several
leases that have not been registered with the relevant PRC governmental authorities. Although
non-registration of lease agreements will not affect the validity of such lease agreements, we
may be subject to penalties and may result in adverse effects on our results of operations,
financial position or prospects. For details, see “Business — Properties — Leased Properties.”
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Our property valuation is based on certain assumptions which, by their nature, are
subjective and uncertain and may materially differ from actual results.

The property valuation report prepared by JLL, an independent property valuer, set out in
the Property Valuation Report set out as Appendix III to this prospectus with respect to the
appraised value of our property is based on various assumptions, which are subjective and
uncertain in nature. The assumptions that JLL used in the property valuation report include that
the seller sells the property interest in the market without the benefit of a deferred term
contract, leaseback, joint venture, management agreement or any similar arrangement, which
could serve to affect the value of the property interest. Certain of the assumptions used by JLL
in reaching the appraised value of our property may be inaccurate or unreasonable. In addition,
unforeseeable changes in general and local economic conditions or other factors beyond our
control may affect the value of our property. As a result, the appraised value of our property
may differ materially from the price we could receive in an actual sale of the property in the
market and should not be taken as their actual realizable value or an estimation of their
realizable value. You should not place undue reliance on such values attributable to the
property as appraised by JLL.

Our compliance and risk management systems may not be sufficient to prevent us from
the effects of credit, market, liquidity, operation and other risks.

In connection with our worldwide business operations, we must comply with a broad
range of legal and regulatory requirements in numerous jurisdictions and local operational
business processes, particularly relating to sales of products. While we have established
compliance and risk management systems that support our operational business processes, help
address compliance with legislative provisions and, where necessary, initiate appropriate
countermeasures to misconduct, there can be no assurance that our internal controls and
compliance systems are adequate to address all applicable risks in every jurisdiction. Similarly,
we can provide no assurance that such controls and systems of joint ventures and other
partnering arrangements can be aligned with our own, and we may have to rely on their
controls and systems for compliance with respect to their business practices.

The policies we have put in place to prevent direct or indirect acts of corruption, bribery,
anti-competitive behavior, money laundering, breaches of sanctions, fraud, deception, tax
evasion and other criminal or otherwise unacceptable conduct may be insufficient to prevent
all non-compliance in these areas.

The materialization of any of these risks may result in reputational loss and materially
adverse legal consequences, such as debarment, the imposition of fines or sanctions and
penalties on us or the members of our governing bodies or employees and could lead to the
assertion of damages claims by third parties or to other detrimental legal consequences,
including civil and criminal penalties. If any of these risks were to materialize, this could also
have a material adverse effect on our business, financial condition and results of operations,
reputation or prospects.
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Our operations rely on complex IT systems and networks and our business and reputation
may be impacted by IT system failures, network disruptions or cybersecurity breaches.

We rely extensively on IT systems, some of which are supported by third party vendors
including cloud-based systems and managed service providers, to manage and operate our
business. We invest in new IT systems designed to improve our operations. We may have
failures of these systems in the future. If these systems cease to function properly, if these
systems experience security breaches or disruptions or if these systems do not provide the
anticipated benefits, our ability to manage our operations could be impaired, which could have
a material adverse impact on our results of operations, financial condition, and cash flows. If
the software installed on the computers used by us and our employees is not properly
authorized or licensed, we may be subject to claims or litigations from software vendors.

We may be subject to IT system failures or network disruptions caused by natural
disasters, accidents, power disruptions, telecommunications failures, acts of terrorism or war,
computer viruses, physical or electronic break-ins, or other events or disruptions. System
redundancy and other continuity measures may be ineffective or inadequate, and our business
continuity and disaster recovery planning may not be sufficient for all eventualities. Such
failures or disruptions could adversely impact our business by, among other things, preventing
access to our internet services, interfering with customer transactions or impeding the
assembling and shipping of our products. These events could materially and adversely affect
our reputation, financial condition and operating results.

Our IT systems have been, and will likely continue to be, subject to computer viruses or
other malicious codes, unauthorized access attempts, phishing and other cyberattacks. We
continue to assess potential threats and make investments seeking to address and prevent these
threats, including monitoring of our networks and systems and upgrading skills, employee
training and security policies for us and our third-party providers. However, because the
techniques used in these cyberattacks change frequently and may be difficult to detect for
periods of time, we may face difficulties in anticipating and implementing adequate
preventative measures. To date, we have seen no material impact on our business or operations
from these attacks; however, we cannot guarantee that our security efforts will prevent
breaches or breakdowns to our or our third-party providers’ databases or systems. If the IT
systems, networks or service providers we rely upon fail to function properly or if we or one
of our third-party providers suffer a loss, significant unavailability of or disclosure of our
business or stakeholder information and our business continuity plans do not effectively
address these failures on a timely basis, we may be exposed to reputational, competitive and
business harm as well as litigation and regulatory action, including administrative fines. The
costs and operational consequences of responding to breaches and implementing remediation
measures could be significant.
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Differences embedded in the legal systems of certain geographic markets where we
operate could affect our business, financial condition and results of operations.

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

The legal systems of some geographic markets where we operate are consistently
evolving. Laws and regulations that are recently enacted may not sufficiently cover all aspects
of economic activities in such markets. In particular, the interpretation and enforcement of
these laws and regulations are subject to future implementations, and the application of some
of these laws and regulations to our businesses still needs further clarification. Since local
administrative and court authorities are authorized to interpret and implement statutory
provisions and contractual terms, it may be difficult to evaluate the outcome of administrative
and court proceedings and the level of legal protection we have in many of the geographic
markets where we operate. Local courts may have discretion to reject enforcement of foreign
awards or arbitration awards, which may affect our judgment on the relevance of legal
requirements and our ability to enforce our contractual rights or claims.

Furthermore, many of the legal systems in the geographic markets where we operate are
based in part on their respective government policies and internal interpretations, some of
which are published from time to time and may have retroactive effects. As a result, we may
not be aware of our violation of certain policies or rules until sometime after the violation. In
addition, administrative and court proceedings in certain of our geographic markets may be
protracted, resulting in substantial costs and diversion of resources and management attention
depending on the complexity of the cases.

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

You may experience difficulties in effecting service of process upon or enforcing foreign
judgments against us or our Directors or officers.

Most of our assets are situated in the PRC and most of our directors and officers reside
in the PRC. Therefore, there remains the possibility that it may be difficult to effect service of
process outside the PRC upon most of our directors and officers, including with respect to
matters arising under applicable securities laws. The PRC does not have treaties providing for
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the reciprocal recognition and enforcement of civil case judgments of courts with the United
States and many other countries. Consequently, you may experience difficulties in enforcing
against us or our directors or officers in the PRC any judgments obtained from courts outside
of the PRC.

Pursuant to the Arrangement on Reciprocal Recognition and Enforcement of Judgments
in Civil and Commercial Matters by the Courts of the Mainland and of the Hong Kong Special
Administrative Region Pursuant to Choice of Court Agreements Between Parties Concerned
(SRR PRy Sl B 78 s A ol A BBR [ i I A B ) RSB T S T v 7 19 88 S S R Y 22
PE) ), or the Arrangement, which was entered into on July 14, 2006, a party with a final court
judgment rendered by a Hong Kong court requiring payment of money in a civil and
commercial case according to a choice of court agreement in writing may apply for recognition
and enforcement of the judgment in mainland China. Similarly, a party with a final judgment
rendered by a Chinese court requiring payment of money in a civil and commercial case
pursuant to a choice of court agreement in writing may apply for recognition and enforcement
of such judgment in Hong Kong. On January 18, 2019, the Supreme People’s Court and the
Hong Kong Government signed the Arrangement on Reciprocal Recognition and Enforcement
of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the Hong
Kong Special Administrative Region (B Ay 1 B W 55 Al A 7 B 125 B AH B8 T R T G
HEMHPRZPE) ), which came into effect on January 29, 2024 and superseded the
Arrangement, or the New Arrangement, which seeks to establish a mechanism with greater
clarity and certainty for recognition and enforcement of judgments in wider range of civil and
commercial matters between Hong Kong and mainland China. The New Arrangement
discontinued the requirement for a choice of court agreement for bilateral recognition and
enforcement. After the New Arrangement became effective, a judgment rendered by a Hong
Kong court can generally be recognized and enforced in the PRC even if the parties in the
dispute do not enter into a choice of court agreement in writing. However, we cannot guarantee
that all judgments made by Hong Kong courts will be recognized and enforced in the PRC, as
whether a specific judgment will be recognized and enforced is still subject to a case-by-case
examination by the relevant court in accordance with the New Arrangement.

RISKS RELATING TO GOVERNMENT REGULATIONS

Developments in social and economic policies, as well as the interpretation and
enforcement of laws, rules and regulations, may affect our business, financial condition,
results of operations and prospects.

A substantial portion of our operations are based in the PRC, our business, financial
condition, results of operations and prospects may be affected by economic, social and legal
developments in China. The Chinese government has implemented various measures to
encourage economic growth and guide the allocation of resources; however, we cannot
guarantee the extent to which our business operations will be able to benefit from such
measures, if at all. In addition, laws, rules and regulations may also be amended from time to
time, and the application, interpretation and enforcement of such evolving laws, rules and
regulations may affect our business operations. Any of the foregoing may have a material and
adverse effect on our business, financial condition, results of operations and prospects.
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We may be classified as a “PRC resident enterprise” for PRC enterprise income tax
purposes, and our income may be subject to PRC tax under the relevant PRC laws.

Under the Corporate Income Tax Law of the PRC (the “CIT Law”), an enterprise
established outside of China with “de facto management bodies” within China is considered a
“resident enterprise,” meaning that it will be treated in a manner similar to a Chinese enterprise
for PRC enterprise income tax purposes. Under the Circular of the State Taxation
Administration (the “STA”) on Issues Concerning the Identification of Chinese-Controlled
Enterprises Registered Overseas as Resident Enterprises on the Basis of Their De Facto
Management Bodies ( B 5 AR g A &£ B A SEARIR B I PR ME R R RN 6
B HE%N) ) (the “Circular 82”) issued by the STA on April 22, 2009 and partially
abolished in December 2017, provides certain specific criteria for determining whether the “de
facto management body” of a PRC-controlled enterprise that is incorporated offshore.
Although Circular 82 only applies to offshore enterprises controlled by PRC enterprises or
PRC enterprise groups, the criteria set forth in the Circular 82 may reflect the STA’s general
position on how the “de facto management body” test should be applied in determining the tax
resident status of all offshore enterprises. Under Circular 82, an offshore enterprise controlled
by a PRC enterprise or a PRC enterprise group will be regarded as a PRC tax resident by virtue
of having its “de facto management body” in China and will be subject to PRC enterprise
income tax on its global income only if all of the following conditions are met: (i) the primary
location of the day-to-day operational management and their work location is in the PRC; (ii)
decisions relating to the enterprise’s financial and human resources matters are made or are
subject to approval by organizations or personnel in the PRC; (iii) the enterprise’s primary
assets, accounting books and records, company seals, and board and shareholder resolutions,
are located or maintained in the PRC; and (iv) at least 50% of voting board members or senior
executives habitually reside in the PRC. On July 27, 2011, the STA issued Administrative
Measures of Enterprise Income Tax of Chinese-Controlled Offshore Incorporated Resident
Enterprises (Trial) ( GRAMEMH &R R RAENEBEINLGIT)) ) (the “Bulletin
45”), which became effective on September 1, 2011 and as amended or partially abolished in
2015, 2016 and 2018, to provide further guidance on the implementation of Circular 82.
Bulletin 45 clarifies certain issues related to determining PRC resident enterprise status,
including which the competent tax authorities are responsible for determining offshore
incorporated PRC resident enterprise status, as well as post-determination administration.

Despite the foregoing, the STA may take the view that the determining criteria set forth
in Circular 82 and Bulletin 45 reflect the general position on how the “de facto management
body” test should be applied in determining the tax resident status of all offshore enterprises.
Additional implementing regulations or guidance may be issued determining that we or any of
our subsidiaries incorporated out of the PRC is a “resident enterprise” for PRC enterprise
income tax purposes. If the PRC tax authorities determine that we or any of our subsidiaries
incorporated out of the PRC is a resident enterprise for PRC enterprise income tax purposes,
a number of unfavorable tax consequences could follow. First, we and our non-PRC
subsidiaries may be subject to enterprise income tax at a rate of 25% on our worldwide taxable
income, as well as to PRC enterprise income tax reporting obligations. Second, although under
the CIT Law and its implementing rules, Circular 82 and Bulletin 45 dividends paid by a PRC
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tax resident enterprise to an offshore incorporated PRC tax resident enterprise controlled by
PRC enterprise would qualify as tax-exempted income, we cannot assure that dividends paid
by our PRC subsidiaries to us will not be subject to any withholding tax. Finally, the CIT Law
and its implementing rules issued by PRC tax authorities provide that dividends paid by us to
our non-PRC shareholders and, while subject to further clarification, capital gains recognized
by them with respect to the sale of our Shares may be subject to tax of 10% for non-PRC
resident enterprise shareholders and 20% for non-PRC resident individual shareholders. In the
case of dividend payments, such PRC tax may be withheld at source.

We are subject to governmental regulations on currency exchange.

The convertibility of Renminbi into foreign currencies and, in certain cases, the
remittance of currency into and out of China are subject to PRC foreign exchange regulations.
Under existing PRC foreign exchange regulations, payments of current account items, such as
profit distributions and trade and service-related foreign exchange transactions, can be made
in foreign currencies without prior approval from SAFE by complying with certain procedural
requirements. However, approval from or registration with appropriate governmental
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.

In October 2005, SAFE issued the Notice on Issues Relating to the Administration of
Foreign Exchange in Fund-raising and Return Investment Activities of Domestic Residents
Conducted via Offshore Special Purpose Companies ( <[4 i 45 3 Jm B A 55 A J R i i 5
HNRFIR B 2 R il SR AR SUE SN M BT B (MR 1) ) (the  “Circular  757), which
became effective as of November 1, 2005, and was further supplemented by an implementing
notice issued on November 24, 2005. Under the Circular 75, domestic residents must register
with the relevant local counterparts of the SAFE prior to their establishment or control of an
offshore entity established for the purpose of overseas equity financing involving onshore
assets or equity interests held by them, and must also make filings with SAFE thereafter upon
the occurrence of certain material capital changes. The Circular 75 was replaced by the
Circular of the SAFE on Foreign Exchange Administration of Equity Financing and
Round-Trip Investments by Domestic Residents via Special Purpose Vehicles ( € Z 4 ife & 2
JRI BRI B A BB IR H B mSR AN A SR RE B E A B B R A RT) ) (the
“Circular 37”), which was promulgated by the SAFE in July 2014. The term ‘“domestic
residents” under Circular 37 is defined as PRC legal entities, other economic organizations,
PRC citizens holding PRC ID or non-PRC citizens habitually residing in China due to
economic interests. The Circular 37 requires domestic residents to register with SAFE or its
local branches in connection with their direct or indirect offshore investment activities.
Circular 37 further requires amendment to the SAFE registrations in the event of any changes
with respect to the basic information of the offshore special purpose vehicle, such as changes
of the offshore special purpose vehicle’s name and operational term, or any significant changes
with respect to the PRC individual shareholder, such as the increase or decrease of capital
contributions, share transfer or exchange, or mergers or divisions. Circular 37 is applicable to
our shareholders who are domestic residents. If our shareholders who are domestic residents
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fail to make the required registration or to update the previously filed registration, our PRC
subsidiaries may be prohibited from distributing their profits or the proceeds from any capital
reduction, share transfer or liquidation to us, and we may also be prohibited from making
additional capital contributions into our PRC subsidiaries. In February 2015, SAFE
promulgated a Notice on Further Simplifying and Improving Foreign Exchange Administration
Policy on Direct Investment ( €[FfAHE— 5 b Al ol B & S BLECR 13 A1) ) (the
“Notice 137), effective from June 2015, and further amended by SAFE on December 30, 2019.
Under the Notice 13, applications for foreign exchange registration of inbound foreign direct
investments and outbound overseas direct investments, including those required under the
Circular 37, will be filed with qualified banks instead of SAFE. The qualified banks will
directly examine the applications and accept registrations under the supervision of SAFE. We
cannot assure you that all our Shareholders will at all times comply with the registration
procedures as required under these regulations. The failure or inability of the relevant
shareholders to comply with the registration procedures set forth in these regulations may
subject us to fines and legal sanctions. Moreover, failure to comply with the various foreign
exchange registration requirements described above could result in liability under PRC law for
circumventing applicable foreign exchange restrictions. As a result, our business operations
and our ability to distribute profits to you could be materially and adversely affected.

PRC regulations on loans and direct investment by offshore holding companies to PRC
entities may affect us from using the proceeds of the Global Offering to make loans or
additional capital contributions to our PRC subsidiaries.

Any loans provided by our offshore holding companies to our PRC subsidiaries are
subject to PRC regulations and such loans must be registered with the local branch of the
SAFE. Additionally, if we finance such subsidiary by means of additional capital contributions,
these capital contributions must be registered, reported or filed with certain government
authorities, including the Ministry of Commerce (the “MOFCOM?”), the State Administration
for Market Regulation (the “SAMR”) and the SAFE or their local counterparts. We cannot
assure you that we will be able to obtain these government registrations or approvals or to
complete registration procedures on a timely basis, if at all, with respect to future loans or
capital contributions by us to our subsidiaries or any of their respective subsidiaries. If we fail
to obtain such approvals or registrations, our ability to make equity contributions or provide
loans to our PRC subsidiaries or to fund their operations may be materially and adversely
affected. This may materially and adversely affect our PRC subsidiaries’ liquidity, their ability
to fund their working capital and expansion projects, and their ability to meet their obligations
and commitments. As a result, this may have a material adverse effect on our business,
financial condition and results of operations.
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We may rely on dividends and other distributions on equity paid by our subsidiaries to
fund any cash and financing requirements we may have. Any limitation on the ability of
our subsidiaries to make payments to us could have a material adverse effect on our
ability to conduct our business or financial condition.

We are a holding company incorporated in the Cayman Islands, and we may rely on
dividends and other distributions on equity that may be paid by our subsidiaries for our cash
and financing requirements, including the funds necessary to pay dividends and other cash
distributions to the holders of our Shares and service any debt we may incur. If any of our
subsidiaries incur debt on their own behalf in the future, the instruments governing the debt
may restrict their ability to pay dividends or make other distributions to us. Under PRC laws
and regulations, our PRC subsidiaries may pay dividends only out of their respective
accumulated profits as determined in accordance with PRC accounting standards and
regulations. In addition, our PRC subsidiaries are required to set aside at least 10% of its
after-tax profits each year, after making up previous years’ accumulated losses, if any, to fund
certain statutory reserve funds, until the aggregate amount of such a fund reaches 50% of its
registered capital. Such reserve funds cannot be distributed to us as dividends.

Any limitation on the ability of our PRC subsidiaries to pay dividends or make other
kinds of payments to us could materially and adversely limit our ability to grow, make
investments or acquisitions that could be beneficial to our business, pay dividends to our
investors or other obligations to our suppliers, or otherwise fund and conduct our business.

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

In 2012, the SAFE, promulgated the Notices on Issues Concerning the Foreign Exchange
Administration for Domestic Individuals Participating in Stock Incentive Plan of Overseas
Publicly Listed Company ( B85 R A2 BLEE A1 b 720w BoRE OB w18 S R4 3L A ) R
HY%EA1) ). Pursuant to these rules, PRC citizens and non-PRC citizens who reside in China for
a continuous period of not less than one year and participate in any stock incentive plan of an
overseas publicly listed company are required to register with SAFE through a domestic
qualified agent, which could be the PRC subsidiaries of such overseas-listed company, and
complete certain other procedures, unless certain exceptions are available. In addition, an
overseas-entrusted institution must be retained to handle matters in connection with the
exercise or sale of stock options and the purchase or sale of shares and interests. We and our
executive officers and other employees who are PRC citizens or non-PRC citizens living in
China for a continuous period of not less than one year and have been granted options will be
subject to these regulations when our Company becomes an overseas-listed company upon the
completion of the Global Offering. Failure to complete SAFE registrations may subject them
or us to fines or supervision measures, which could affect our ability to adopt additional
incentive plans for our directors, executive officers and employees.
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In addition, the STA, has issued certain circulars concerning employee share options and
restricted shares. Under these circulars, our employees working in China who exercise share
options or are granted restricted shares will be subject to PRC individual income tax. Our PRC
subsidiary has obligations to file documents related to employee share options or restricted
shares with relevant tax authorities and to withhold individual income taxes for those
employees who exercise their share options. If our employees fail to pay or we fail to withhold
their income taxes according to relevant laws and regulations, we may face sanctions imposed
by the tax authorities or other PRC government authorities.

We are subject to filings and other requirements from the CSRC or other PRC regulatory
authorities for any further capital raising activities.

On February 17, 2023, the CSRC promulgated the Trial Administrative Measures of
Overseas Securities Offering and Listing by Domestic Companies ( (3% A ZE5 M1 TRE F2 A1
T ERHATHE) ) (the “Overseas Listing Trial Measures”) and relevant supporting
guidelines, which came into effect on March 31, 2023. The Overseas Listing Trial Measures
have comprehensively improved and reformed the existing regulatory regime for overseas
offering and listing of PRC domestic companies’ securities and will regulate both direct and
indirect overseas offering and listing of PRC domestic companies’ securities. Any such
domestic company that is deemed to conduct overseas offering and listing activities, including
any further capital raising, shall file with the CSRC in accordance with the Overseas Listing
Trial Measures.

We will file with the CSRC within the specific time limit as required by the Overseas
Listing Trial Measures. In addition, it is uncertain whether we can or how long it will take us
to complete the CSRC filing. Any failure to complete the CSRC filing may affect the relevant
capital raising and may subject us to sanctions by the CSRC. Furthermore, such failure may
adversely affect our ability to finance the development of our business and may have a material
adverse effect on our business and financial condition.

Failure to comply with PRC labor laws and regulations including regulations in relation
to social insurance and housing fund contributions for our employees, could subject us to
fines and other legal or administrative sanctions.

We are required to contribute to a number of social insurance funds, including funds for
pension insurance, unemployment insurance, basic medical insurance, work-related injury
insurance, maternity insurance and housing provident fund on behalf of our employees in
China.

During the Track Record Period, we did not make full contributions to social insurance
and housing provident funds for certain of our employees as required by relevant PRC laws and
regulations. According to the Regulation on the Administration of Housing Provident Funds
( B ATEEEMIEHI) ), a PRC enterprise is required to set up housing provident fund
accounts (fEE ATE4&MF) and pay the housing provident fund in time and in full for its
employees. According to the PRC Social Insurance Law ( {1 #EA R4 & RFIE) ), a
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PRC enterprise is required to complete social insurance registration for its employees and to
pay the social insurance contributions in time and in full. Although we had not been subject to
any administrative penalties in connection with our contribution of social insurance plans
during the Track Record Period, there is no assurance that our historical and current practice
with respect to the contribution of social insurance plans will at all times be deemed in full
compliance with relevant PRC laws and regulations by PRC government authorities mainly due
to the evolving interpretation and implementation of these laws and regulations. In the event
of any such non- compliance, we may be required to pay any shortfall in social insurance
contributions within a prescribed time period and to pay penalties if we fail to do so.

In addition to the above, if we fail to comply with any other relevant PRC labor laws and
regulations, we may be exposed to penalties or be required to pay damages to employees. For
example, if any of our PRC subsidiaries engaging in manufacturing fails to comply with the
relevant laws on prevention and treatment of occupational diseases, then such subsidiary may
be subject to fines and other administrative penalties, and also, any employees who are deemed
to suffer from occupational diseases may have rights to seek compensation from us.
Compliance with the relevant PRC labor laws and regulations could substantially increase our
labor costs. Increases in our labor costs and future disputes with our employees could adversely
affect our business, financial condition and results of operations. In particular, an increase in
labor costs in China could increase our production costs in the future and we might not be able
to pass these increases on to our consumers due to competitive pricing pressure.

RISKS RELATING TO THE GLOBAL OFFERING

An active trading market for our Shares on the Hong Kong Stock Exchange might not
develop or be sustained and market price of our Shares may be volatile.

Following the completion of the Global Offering, we cannot assure you that an active
trading market for our Shares on the Hong Kong Stock Exchange will develop or be sustained.
The Offer Price of our Shares is the result of negotiations between our Company and the Sole
Sponsor-Overall Coordinator (for itself and on behalf of the Underwriters), which may not be
indicative of the price at which our Shares will be traded following the completion of the
Global Offering. The market price of our Shares may drop below the Offer Price at any time
after completion of the Global Offering.

Our Controlling Shareholders may exert substantial influence over our operations and
may not always be aligned with interests of the independent Shareholders.

Immediately following the Global Offering, without taking into account the exercise of
the Offer Size Adjustment Option or the Over-allotment Option, our Controlling Shareholders
will beneficially own 83.54% of the Shares. The interests of our Controlling Shareholders may
differ from the interests of our other Shareholders. If the interests of our Controlling
Shareholders conflict with the interests of our other Shareholders, or if our Controlling
Shareholders choose to cause us to pursue strategic objectives that conflict with the interests
of our other Shareholders, those Shareholders may be disadvantaged by the actions that our
Controlling Shareholders choose to cause us to pursue.
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Our Controlling Shareholders may have significant influence in determining the outcome
of any corporate transaction or other matter submitted to our Shareholders for approval,
including mergers, consolidations and the sale of all, or substantially all, of our assets, election
of Directors, and other significant corporate actions. Our Controlling Shareholders have no
obligation to consider our interests or the interests of our other Shareholders.

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

Factors such as fluctuations in our revenue, earnings, cash flows, new investments,
regulatory development, additions or departures of key personnel, or actions taken by
competitors could cause the market price of our Shares or trading volume of our Shares to
change substantially and unexpectedly. In addition, stock prices have been subject to
significant volatility in recent years. Such volatility has not always been directly related to the
performance of the specific companies whose shares are traded. Such volatility, as well as
general economic conditions, may materially and adversely affect the prices of shares, and as
a result investors in our Shares may incur substantial losses.

Subscribers and purchasers of our Shares under the Global Offering will experience
immediate dilution and may experience further dilution if we issue additional Shares in
the future.

The Offer Price of our Shares is higher than our net tangible assets value per Share
immediately prior to the Global Offering. Therefore, subscribers and purchasers of our Shares
under the Global Offering will experience an immediate dilution in pro forma net tangible
assets value per Share. In order to expand our business, we may consider offering and issuing
additional Shares in the future or to raise additional funds in the future to finance our business
expansion, for existing operations or new acquisitions. If additional funds are raised through
the issuance of new equity or equity-linked securities of our Company, other than on a pro rata
basis to existing Shareholders, then (i) the percentage ownership of the existing Shareholders
may be reduced, and they may experience subsequent dilution and reduction in their earnings
per share, (ii) such newly issued securities may have rights, preferences or privileges superior
to those of the Shares of the existing Shareholders and/or (iii) subscribers and purchasers of
our Shares may experience dilution in the net tangible assets value per Share if we issue
additional Shares in the future at a price which is lower than our net tangible assets value per
Share.

Future sale or major divestment of Shares by any of our substantial Shareholders could
adversely affect the prevailing market price of our Shares.

The Shares held by certain Shareholders are subject to certain lock-up periods, the details
of which are set out in the section headed “Underwriting” of this prospectus. However, we
cannot give any assurance that after the restrictions of the lock-up periods expire, these
Shareholders will not dispose of any Shares. Sale of substantial amounts of our Shares in the
public market, or the perception that these sales may occur, may materially and adversely affect
the prevailing market price of our Shares.
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The market price of the Shares when trading begins could be lower than the Offer Price.

The Offer Price will be determined on the Price Determination Date. However, the Shares
will not commence trading on the Stock Exchange until they are delivered, which is expected
to be a few Business Days after the expected Price Determination Date. Investors may not be
able to sell or otherwise deal in the Shares during that period. As a result, holders of the Shares
are subject to the risk that the price of the Shares when trading begins could be lower than the
Offer Price as a result of adverse market conditions or other adverse developments that may
occur during that period.

Investors should not place undue reliance on facts, forecasts, estimates and other statistics
in this prospectus relating to the economy and our industry obtained from official
government sources.

Facts, forecasts, estimates and other statistics in this prospectus relating to the economy
and the industry in which we operate our business on have been collected from materials from
official government sources. While we have exercised reasonable care in compiling and
reproducing such information and statistics derived from government publications, we cannot
assure you nor make any representation as to the accuracy or completeness of such information.
The information and statistics from official government sources have not been independently
verified by our Group, our Directors, the Sole Sponsor, the Sole Sponsor-Overall Coordinator,
the Joint Overall Coordinators, the Joint Global Coordinators, the Joint Bookrunners, the Joint
Lead Managers, the Capital Market Intermediaries, the Underwriters or any other party
involved in the Global Offering, and no representation is given as to its accuracy.

Neither we or any of our respective affiliates or advisors, nor the Underwriters or any of
its affiliates or advisors, have independently verified the accuracy or completeness of such
information directly or indirectly derived from official government sources. In particular, due
to possibly flawed or ineffective collection methods or discrepancies between published
information and market practice, such information and statistics may be inaccurate or may not
be comparable to information and statistics produced with respect to other countries. Statistics,
industry data and other information relating to the economy and the industry derived from the
official government sources used in this prospectus may not be consistent with other
information available from other sources and therefore, investors should not unduly rely upon
such facts, forecasts, estimates and statistics while making investment decisions.

If securities or industry analysts do not publish research reports about our business, or
if they adversely change their recommendations regarding our Shares, the market price
and trading volume of our Shares may decline.

The trading market for our Shares will be influenced by the research and reports that
industry or securities analysts publish about us or our business. If one or more of the analysts
who cover us downgrade our Shares, the price of our Shares would likely decline. If one or
more of these analysts cease coverage of our Company or fail to regularly publish reports on
us, we could lose visibility in the financial markets, which in turn could cause our stock price
or trading volume to decline.
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We may incur increased costs as a result of becoming a listed company.

As a result of the Global Offering, we may face enhanced administrative and compliance
requirements, which may result in substantial costs.

In addition, since we are becoming a public company, our management team will need to
develop the expertise necessary to comply with the numerous regulatory and other
requirements applicable to public companies, including requirements relating to corporate
governance, listing standards and securities and investor relationships issues. As a public
company, our management will have to evaluate our internal controls system with new
thresholds of materiality, and to implement necessary changes to our internal controls system.
We cannot guarantee that we will be able to do so in a timely and effective manner. Failure to
effectively manage these new demands could adversely impact our operational efficiency and
financial health, affecting our business and market perception.

We may not be able to pay any dividends to our Shareholders.

We cannot guarantee when and in what form dividends will be paid on our Offer Shares
following the Global Offering. The declaration of dividends is proposed by the Board and is
based on, and limited by, various factors, such as our business and financial performance,
capital and regulatory requirements and general business and operation conditions. We may not
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.

Investors may experience difficulties in enforcing Shareholder rights.

Our Company is an exempted company incorporated in the Cayman Islands with limited
liability, and the laws of the Cayman Islands differ in some respects from those of Hong Kong
or other jurisdictions where investors may be located. The corporate affairs of our Company
are governed by the Memorandum and the Articles, as amended from time to time, the
Companies Act and the common law of the Cayman Islands. The rights of Shareholders to take
legal action against our Company and/or our Directors, actions by minority Shareholders and
the fiduciary duties of our Directors to our Company under Cayman Islands laws are to a large
extent governed by the common law of the Cayman Islands. The common law of the Cayman
Islands is derived in part from comparatively limited judicial precedent in the Cayman Islands
as well as from English common law, which has persuasive, but not binding, authority on a
court in the Cayman Islands. The rights of the Shareholders and the fiduciary duties of our
Directors under Cayman Islands laws may not be as clearly established as they would be under
statutes or judicial precedents in Hong Kong or other jurisdictions where investors reside. In
particular, the Cayman Islands has a less developed body of securities laws. As a result of all
of the above, Shareholders may have more difficulty in exercising their rights in the face of
actions taken by the management of our Company, Directors or major Shareholders than they
would as shareholders of a Hong Kong company or company incorporated in other
jurisdictions.
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We have significant discretion as to how we use the net proceeds of the Global Offering,
and you may not necessarily agree with how we use them.

Our management may spend the net proceeds from the Global Offering in ways you may
not agree with or that do not yield a favorable return. For details of our intended use of
proceeds, see “Future Plans and Use of Proceeds” in this prospectus. However, our
management will have discretion as to the actual application of our net proceeds. You are
entrusting your funds to our management, upon whose judgment you must depend, for the
specific uses we will make of the net proceeds from this Global Offering.

You should read the entire prospectus carefully and should not place any reliance on any
information contained in press articles or other media regarding the Global Offering.

There may have been, prior to the publication of this prospectus, and there may be,
subsequent to the date of this prospectus but prior to the completion of the Global Offering,
press and media coverage regarding us and the Global Offering, such as the profit estimate
information. 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 estimates, views or opinions expressed by the press or other media
regarding the Global Offering or us. We make no representation as to the appropriateness,
accuracy, completeness or reliability of any such information or publication.

Accordingly, prospective investors should not rely on any such information, reports or
publications in making their decisions whether to invest in the Global Offering. Prospective
investors in the Global Offering are reminded that, in making their decisions as to whether to
purchase our Offer Shares, they should rely only on the financial, operational and other
information included in this prospectus. By applying to purchase our Offer 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.

Forward-looking information contained in this prospectus is 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,”

99 ¢ 2 99 ¢ 9

seek,” “expect,” “may,” “ought to,

9

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

MANAGEMENT PRESENCE IN HONG KONG

According to Rule 8.12 of the Listing Rules, our Company must have sufficient
management presence in Hong Kong. This normally means that at least two of our executive
Directors must be ordinarily resident in Hong Kong.

Our headquarters and most of our business operations are based, managed and conducted
outside Hong Kong. As our executive Directors play very important roles in our business
operation, it is in our best interest for them to be based in the places where our Group has
significant operations. We consider it practicably difficult and commercially unreasonable for
us to arrange for two executive Directors to ordinarily reside in Hong Kong, either by means
of relocation of our executive Directors to Hong Kong or appointment of additional executive
Directors. Therefore, we do not have, and in the foreseeable future will not have, sufficient
management presence in Hong Kong for the purpose of satisfying the requirements under Rule
8.12 of the Listing Rules.

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

(a) both of our Company’s authorized representatives, Mr. XIN Ning (§T%£), our
executive Director, and Ms. LAU Yee Wa (%% %£) (“Ms. Lau”), one of our joint
company secretaries, will act as our Company’s principal channels of
communication with the Stock Exchange. Accordingly, the authorized
representatives of our Company will be able to meet with the relevant members of
the Stock Exchange on reasonable notice and will be readily contactable by
telephone and email to promptly deal with enquiries from the Stock Exchange;

(b) each of the authorized representatives of our Company has means of contacting all
Directors (including our independent non-executive Directors) promptly at all times
as and when the Stock Exchange proposes to contact a Director with respect to any
matter;

(c) each Director has provided their mobile phone number, office phone number, fax
number (if any) and e-mail address to the authorized representatives of our
Company and the Stock Exchange, and in the event that any Director expects to
travel or otherwise be out of the office, they will provide the phone number of the
place of their accommodation to the authorized representatives;
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(d) each of our Directors not ordinarily residing in Hong Kong possesses or can apply
for valid travel documents to visit Hong Kong and will be able to meet with the
relevant members of the Stock Exchange within a reasonable period of time;

(e) we have appointed Somerley Capital Limited as our Compliance Advisor, in
compliance with Rule 3A.19 of the Listing Rules, who will also act as an additional
channel of communication with the Stock Exchange from the Listing Date to the
date when our Company complies with Rule 13.46 of the Listing Rules in respect of
its financial results for the first full financial year immediately following the Listing
Date. We will ensure that the Compliance Advisor will have access at all times to
our authorized representatives, our Directors and other officers. We shall also ensure
that our authorized representatives, Directors and other officers will provide
promptly such information and assistance as the Compliance Advisor may need or
may reasonably require in connection with the performance of the Compliance
Advisor’s duties as set forth in Chapter 3A of the Listing Rules. We shall ensure that
there are adequate and efficient means of communication among our Company, our
authorized representatives, our Directors, and other officers and the Compliance
Advisor, and will keep the Compliance Advisor fully informed of all
communications and dealings between us and the Stock Exchange;

(f) any meeting between the Stock Exchange and our Directors will be arranged through
the authorized representatives or the Compliance Advisor or directly with our
Directors within a reasonable time frame. We will inform the Stock Exchange
promptly in respect of any changes in our authorized representatives and/or our
Compliance Advisor; and

(g) we will also retain legal advisors to advise on on-going compliance requirements as
well as other issues arising under the Listing Rules and other applicable laws and
regulations of Hong Kong after the Listing.

JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an
individual who, by virtue of his academic or professional qualifications or relevant experience,
is, in the opinion of the Stock Exchange, capable of discharging the functions of the company
secretary. The Stock Exchange considers the following academic or professional qualifications
to be acceptable: (i) a member of The Hong Kong Chartered Governance Institute; (ii) a
solicitor or barrister (as defined in the Legal Practitioners Ordinance (Chapter 159 of the Laws
of Hong Kong)); and (iii) a certified public accountant (as defined in the Professional
Accountants Ordinance (Chapter 50 of the Laws of Hong Kong)).

Note 2 to Rule 3.28 of the Listing Rules further sets out that in assessing “relevant
experience,” the Stock Exchange will consider the individual’s: (i) length of employment with
the issuer and other listed companies and the roles he/she played, (ii) familiarity with the
Listing Rules and other relevant law and regulations including the Securities and Futures
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Ordinance, Companies Ordinance, Companies (Winding Up and Miscellaneous Provisions)
Ordinance and the Takeovers Code, (iii) relevant training taken and/or to be taken in addition
to the minimum requirement of taking not less than fifteen hours of relevant professional
training in each financial year under Rule 3.29 of the Listing Rules, and (iv) professional
qualifications in other jurisdictions.

Pursuant to paragraph 13 of Chapter 3.10 of the Guide for New Listing Applicants, the
Stock Exchange will consider a waiver application by an issuer in relation to Rules 3.28 and
8.17 of the Listing Rules based on the specific facts and circumstances. Factors that will be
considered by the Stock Exchange include:

(a) whether the issuer has principal business activities primarily outside Hong Kong;

(b) whether the issuer was able to demonstrate the need to appoint a person who does
not have the Acceptable Qualification (as defined under paragraph 11 of Chapter
3.10 of the Guide for New Listing Applicants) nor Relevant Experience (as defined
under paragraph 11 of Chapter 3.10 of the Guide for New Listing Applicants) as a
company secretary; and

(c) why the directors consider the individual to be suitable to act as the issuer’s
company secretary.

Further, pursuant to paragraph 13 of Chapter 3.10 of the Guide for New Listing
Applicants, such waiver, if granted, will be for a fixed period of time (the “Waiver Period”)
and on the following conditions:

(a) the proposed company secretary must be assisted by a person who possesses the
qualifications or experience as required under Rule 3.28 of the Listing Rules and is
appointed as a joint company secretary throughout the Waiver Period; and

(b) the waiver will be revoked if there are material breaches of the Listing Rules by the

issuer.

Our Company considers that while it is important for the company secretary to be familiar
with the relevant securities regulation in Hong Kong, they also need to have experience
relevant to our Company’s operations, nexus to our Board and close working relationship with
the management of our Company in order to perform the function of a company secretary and
to take the necessary actions in the most effective and efficient manner. It is for the benefit of
our Company to appoint a person who has been a member of the senior management for a
period of time and is familiar with our Company’s business and affairs as a company secretary.

We have appointed Mr. ZHANG Bo (5§&i%) (“Mr. Zhang”) as one of our joint company
secretaries. His biographical information is set out in “Directors and Senior Management.”
Since Mr. Zhang does not possess a qualification stipulated in Rule 3.28 of the Listing Rules,
he is not able to solely fulfill the requirements as a company secretary of a listed issuer
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stipulated under Rules 3.28 and 8.17 of the Listing Rules. Accordingly, we have applied to the
Stock Exchange for, and the Stock Exchange has granted, a waiver from strict compliance with
the requirements under Rules 3.28 and 8.17 of the Listing Rules in relation to the appointment
of Mr. Zhang as our joint company secretary. In order to provide support to Mr. Zhang, we have
appointed Ms. Lau, a Chartered Secretary, a Chartered Governance Professional and an
associate of both The Hong Kong Chartered Governance Institute and The Chartered
Governance Institute in the United Kingdom, who meets the requirements under Rules 3.28 and
8.17 of the Listing Rules, as a joint company secretary to provide assistance to Mr. Zhang, for
a three-year period from the Listing Date so as to enable him to acquire the relevant experience
(as required under Note 2 to Rule 3.28 of the Listing Rules) to duly discharge his duties.

Pursuant to Chapter 3.10 of the Guide for New Listing Applicants, such waiver has been
granted on the conditions that:

(a) Ms. Lau is appointed as a joint company secretary to assist Mr. Zhang in discharging
his functions as a company secretary and in gaining the relevant experience under
Rule 3.28 of the Listing Rules;

(b) our Company will further ensure that Mr. Zhang has access to the relevant training
and support to enable him to familiarize himself with the Listing Rules and the
duties required of a company secretary of an issuer listed on the Stock Exchange.
Our Company’s Hong Kong legal advisor has provided training to Mr. Zhang on the
principal requirements of the Listing Rules and the Hong Kong laws and regulations
applicable to our Company after the Listing. In addition, Mr. Zhang will endeavor
to familiarize himself with the Listing Rules, including any updates thereto, during
the three-year period from the Listing Date;

(c) Mr. Zhang has confirmed that he will attend no less than 15 hours of training courses
on the Listing Rules, corporate governance, information disclosure, investor
relations as well as the functions and duties of a company secretary of a Hong Kong
listed issuer during each financial year as required under Rule 3.29 of the Listing
Rules;

(d) prior to the expiration of the initial three-year period, the qualifications and
experience of Mr. Zhang will be re-evaluated to determine whether the requirements
as stipulated in Rules 3.28 and 8.17 of the Listing Rules can be satisfied and whether
the need for ongoing assistance will continue. We will liaise with the Stock
Exchange to enable it to assess whether Mr. Zhang, having benefited from the
assistance of Ms. Lau for the preceding three years, will have acquired the skills
necessary to carry out the duties of company secretary and the relevant experience
within the meaning of Note 2 to Rule 3.28 of the Listing Rules so that a further
waiver will not be necessary; and
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(e) this waiver will be revoked immediately if and when Ms. Lau ceases to provide such
assistance during the three-year period, and we undertake to re-apply to the Stock
Exchange for a waiver in the event that Ms. Lau ceases to meet the requirements
under Rule 3.28 of the Listing Rules or otherwise ceases to serve as a joint company
secretary of our Company. In addition, this waiver is subject to revocation in the
event of any material breaches of the Listing Rules by our Company. Before the end
of the three-year period, the Company will demonstrate to the Stock Exchange and
seek the Stock Exchange’s confirmation that Mr. Zhang, having had the benefit of
Ms. Lau’s assistance during the initial three-year period, has attained the relevant
experience and is capable of discharging the functions of company secretary under
Rule 3.28 of the Listing Rules so that a further waiver from Rules 3.28 and 8.17 of
the Listing Rules will not be necessary.

For further information regarding the qualifications of Mr. Zhang and Ms. Lau, see
“Directors and Senior Management.”

CONNECTED TRANSACTIONS

We have applied for, and the Stock Exchange has granted, a waiver from strict compliance
with the requirements under Chapter 14A of the Listing Rules in relation to certain
partially-exempt continuing connected transactions. For further details, please refer to the
section headed “Connected Transactions.”

CONSENT IN RESPECT OF THE PROPOSED SUBSCRIPTION OF SHARES BY A
CORNERSTONE INVESTOR WHO IS CONNECTED CLIENT

Paragraph 1C(1) of Appendix F1 to the Listing Rules provides that no allocations will be
permitted to “connected clients” of the overall coordinator(s), any syndicate member(s) (other
than the overall coordinator(s)) or any distributor(s) (other than syndicate member(s))
(collectively, the “Distributors”, and each a “Distributor”), without the prior written consent
of the Stock Exchange.

Paragraph 1B of the Appendix F1 to the Listing Rules states that “connected client” in
relation to an exchange participant means any client which is a member of the same group of

companies as such exchange participant.

As further described in the section headed “Cornerstone Investors” in this prospectus,
CICC Financial Trading Limited (“CICC FT”) has entered into a cornerstone investment
agreement with the Company and China International Capital Corporation Hong Kong
Securities Limited (“CICCHKS”). CICC FT and China International Capital Corporation
Limited (“CICCL”) will enter into a series of cross border delta-one OTC swap transactions
(the “OTC Swaps”) with each other and the ultimate clients (the “CICC FT Ultimate Clients
(Longrising)”), respectively, pursuant to which CICC FT will hold the Offer Shares on a
non-discretionary basis to hedge the OTC Swaps, while the economic risks and returns of the
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underlying Offer Shares are passed to the CICC FT Ultimate Clients (Longrising). CICC FT
and CICCHKS, the Sole Sponsor, Sole Sponsor-Overall Coordinator and a Underwriter of the
Global Offering, are members of the same group of companies. Accordingly, CICC FT is a
connected client of CICCHKS.

We have applied for, and the Stock Exchange has granted, a consent under paragraph
1C(1) of Appendix F1 to the Listing Rules to permit CICC FT (the “Connected Client
Cornerstone Investor”) to participate in the Global Offering as a cornerstone investor on the

following basis and conditions as set out in Paragraph 6 of Chapter 4.15 of the Guide for New

Listing Applicants:

(a)

(b)

(©

(d)

(e)

()

any Offer Shares to be allocated to the Connected Client Cornerstone Investor will
be held on behalf of independent third parties;

the cornerstone investment agreement of the Connected Client Cornerstone Investor
does not contain any material terms which are more favorable to them (as the case

may be) than those in other cornerstone investment agreements;

no preferential treatment has been, nor will be, given to CICC FT by virtue of its
relationship with CICCHKS, in any allocation of Offer Shares in the International
Offering other than the assured entitlement under relevant cornerstone investment

agreement;

CICC FT confirms that to the best of its knowledge and belief, it has not received
and will not receive preferential treatment in the allocation of Offer Shares in the
Global Offering as a cornerstone investor by virtue of its relationship with
CICCHKS, other than the assured entitlement under relevant cornerstone investment

agreement;

each of the Company, the Joint Overall Coordinators, CICCHKS and the Connected
Client Cornerstone Investor has provided the Stock Exchange with written
confirmations in accordance with Chapter 4.15 of the Guide for New Listing

Applicants; and

details of the cornerstone investment and the allocation will be disclosed in this

prospectus and the allotment results announcement.
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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 Listing Rules, the Companies (Winding Up and
Miscellaneous Provisions) Ordinance and the Securities and Futures (Stock Market Listing)
Rules (Chapter 571V of the Laws of Hong Kong) for the purpose of giving information to the
public with regard to our Group. 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 herein or this prospectus
misleading.

CSRC FILING

We have completed filing with the CSRC for the Global Offering on the Stock Exchange.
The CSRC confirmed completion of such filing on July 14, 2025 by granting the filing notice
to our Company. In granting such filing notice, the CSRC accepts no responsibility for the
financial soundness of us or for the accuracy of any of the statements made or opinions
expressed in this prospectus. As advised by our PRC Legal Advisors, our Company has
completed all necessary filings with the CSRC in the PRC in relation to the Global Offering
and the Listing.

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. For applications under the Hong Kong Public
Offering, this prospectus contains the terms and conditions of the Hong Kong Public Offering.

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 must not be relied upon as having been
authorized by our Company, the Sole Sponsor, the Sole Sponsor-Overall Coordinator, the Joint
Overall Coordinators, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead
Managers, the Capital Market Intermediaries, and the Underwriters, any of our or their
respective directors, officers, employees, agents, advisors or representatives or any other
persons or parties involved in the Global Offering.

The Listing is sponsored by the Sole Sponsor and the Global Offering is managed by the
Sole Sponsor-Overall Coordinator. Pursuant to the Hong Kong Underwriting Agreement, the
Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters under the
terms and conditions of the Hong Kong Underwriting Agreement. The International Offering
is expected to be fully underwritten by the International Underwriters and subject to the terms
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

and conditions of the International Underwriting Agreement. For further details on the
Underwriters and the underwriting arrangements, please refer to the section headed
“Underwriting” in this prospectus.

Neither the delivery of this prospectus nor any offering, sale, delivery, subscription or
acquisition made in connection with the Offer Shares shall, under any circumstances, constitute
a representation or create any implication that there has been no change in our affairs since the
date of this prospectus or that the information in this prospectus is correct as of any date
subsequent to the date of this prospectus.

For details of the structure of the Global Offering, including its conditions and the
arrangements relating to the Offer Size Adjustment Option, the Over-allotment Option and
stabilization, please refer to the section headed “Structure of the Global Offering” in this
prospectus.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedure for applying for the Hong Kong Offer Shares is set forth in “How to Apply
for Hong Kong Offer Shares” in this prospectus.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

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

OVER-ALLOTMENT OPTION AND STABILIZATION

Details of the arrangements relating to the Over-allotment Option and stabilization are set
forth in the section headed “Structure of the Global Offering” in this prospectus.

RESTRICTIONS ON OFFERS AND SALE OF SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering
will be required to, or be deemed by their acquisition of Offer Shares to, confirms that they are
aware of the restrictions on offers for the Offer Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares in any
jurisdiction other than in Hong Kong, or the distribution of this prospectus in any jurisdiction
other than Hong Kong. Accordingly, 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 sale 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.

—97—



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

Persons applying for or purchasing Offer 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 or existing Shareholders or a nominee of any of the foregoing.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Stock Exchange for the listing of, and permission to deal in, (a)
the Shares in issue; and (b) the Shares to be issued pursuant to the Global Offering (including
the Offer Size Adjustment Option and the Over-allotment Option).

Dealings in the Shares on the Stock Exchange are expected to commence on Tuesday,
September 2, 2025. No part of our Shares or loan capital is listed on or dealt in on any other
stock exchange and no such listing or permission to list is being or proposed to be sought. All
Offer Shares will be registered on the Hong Kong Share Register of our Company in order to
enable them to be traded on the Stock Exchange.

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

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Shares on the Stock
Exchange and compliance with the stock admission requirements of HKSCC, the Shares will
be accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS
with effect from the Listing Date or any other date 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 HKSCC Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS.
Investors should seek the advice of their stockbrokers or other professional advisors for details
of those settlement arrangements and how such arrangements will affect their rights and
interests.
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SHARE REGISTER OF MEMBERS AND STAMP DUTY

Our principal register of members will be maintained by our principal share registrar,
Maples Fund Services (Cayman) Limited, in the Cayman Islands. Our Hong Kong Share
Register of Members will be maintained by the Hong Kong Share Registrar, Tricor Investor
Services Limited, in Hong Kong.

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

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisors if they are in any doubt as to the taxation implications of subscribing for, purchasing,
holding, disposing of and dealing in the Shares or exercising any rights attached to them. It is
emphasized that none of our Company, the Sole Sponsor, the Sole Sponsor-Overall
Coordinator, the Joint Overall Coordinators, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Capital Market Intermediaries, and the
Underwriters, any of our or their respective directors, officers, employees, agents, advisors or
representatives or any other persons or parties involved in the Global Offering accepts
responsibility for any tax effects on, or liabilities of holders of the Shares resulting from the
subscription, purchase, holding, disposal of or dealing in the Shares or exercising any rights
attached to them.

ROUNDING

In this prospectus, where information is presented in hundreds, thousands, ten thousands,
millions or hundred millions, certain amounts of less than one hundred, one thousand, ten
thousand, one million or hundred million, as the case may be, have been rounded to the nearest
hundred, thousand, ten thousand, million or hundred million, respectively. Amounts presented
as percentages have, in certain cases, been rounded to the nearest tenth or hundredth of a

percent.

Certain amounts and percentage figures, such as share ownership and operating data,
included in this prospectus may have been subject to rounding adjustments. Accordingly,
figures shown as totals in certain tables may not be an arithmetic aggregation of the figures
preceding them. Any discrepancies in any table, chart or elsewhere between totals and sums of
amounts listed therein are due to rounding.
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EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations of certain Renminbi
amounts into Hong Kong dollars, of Renminbi amounts into U.S. dollars and of Hong Kong
dollars into U.S. dollars at specified rates. Unless we indicate otherwise, the translation of
Renminbi into Hong Kong dollars, of Renminbi into U.S. dollars and of Hong Kong dollars
into U.S. dollars, and vice versa, in this prospectus was made at the following rates:

RMBO0.91054 to HK$1.00

RMB7.13710 to US$1.00

HK$7.83832 to US$1.00

The RMB to HK$ and RMB to US$ exchange rates are quoted by the PBOC for foreign
exchange transactions prevailing on August 15, 2025 (being the last business day before the
Latest Practicable Date).

LANGUAGE

If there is any inconsistency between the English version of this prospectus and the
Chinese translation of this prospectus, the English version of this prospectus shall prevail
unless otherwise stated. However, translated English names of Chinese laws and regulations,
governmental authorities, departments, entities (including certain of our subsidiaries),
institutions, natural persons, facilities, certificates, titles and the like included in this
prospectus and for which no official English translation exists are unofficial translations for
identification purposes only. In the event of any inconsistency, the Chinese name prevails.

OTHER
Unless otherwise specified, all references to any shareholdings in our Company following

the completion of the Global Offering assume that the Offer Size Adjustment Option and the
Over-allotment Option are not exercised.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name Address Nationality
Executive Directors

Mr. ZHENG lJianjiang No. 52, Group 18, Hengcun Village Chinese
(B ER T Longguan Township
Yinzhou District
Ningbo, Zhejiang Province
PRC

Mr. XIN Ning (P7%%) Room 404, No. 63, Block 25 Chinese
Shui Xiang Neighborhood Garden
Fuming Street
Yinzhou District
Ningbo, Zhejiang Province
PRC

Non-executive Directors

Mr. ZHENG Jiang (BR7T)" No. 11-15 Chinese
Zhengjia Village, Zhangshui Town
Haishu District
Ningbo, Zhejiang Province
PRC

Mr. HE Xiwan (i[85 #)@® Room 404, Building 4 Chinese
Fenghuang New Village
Zhonghe Street
Yinzhou District
Ningbo, Zhejiang Province
PRC

Ms. LI Jian (Z=f#) Room 304, No. 20-2 Chinese
Ningxu Road
Yinzhou District
Ningbo, Zhejiang Province
PRC
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Name Address Nationality
Independent Non-executive Directors

Mr. XIANG Wei (JEf#) Room 605, No. 16 Chinese
Block 6, Zhen’an New Village
Yinzhou District
Ningbo, Zhejiang Province
PRC

Dr. JING Xian (i) 7-5-3, 360-5 Daxi Road Chinese
Shenhe District
Shenyang, Liaoning Province
PRC

Mr. TAO Shengwen (F& 5 30) Room 504, No. 44, Lane 15 Chinese
Jingjia Road
Yinzhou District
Ningbo, Zhejiang Province
PRC

Notes:
(1)  Mr. ZHENG Jianjiang and Mr. ZHENG lJiang are brothers.

(2)  Mr. HE Xiwan is a brother-in-law of Mr. ZHENG Jianjiang.

For further details of our Directors, see the section headed “Directors and Senior
Management” in this prospectus.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor and Sole Sponsor-Overall China International Capital Corporation
Coordinator Hong Kong Securities Limited
29/F One International Finance Center
1 Harbor View Street
Central
Hong Kong

Joint Overall Coordinators China International Capital Corporation
Hong Kong Securities Limited
29/F One International Finance Center
1 Harbor View Street
Central
Hong Kong

Orient Securities (Hong Kong) Limited
28th and 29th Floor

100 Queen’s Road Central

Hong Kong

Joint Global Coordinators China International Capital Corporation
Hong Kong Securities Limited
29/F One International Finance Center
1 Harbor View Street
Central
Hong Kong

Orient Securities (Hong Kong) Limited
28th and 29th Floor

100 Queen’s Road Central

Hong Kong

ABCI Capital Limited

11/F, Agricultural Bank of China Tower
50 Connaught Road Central

Central

Hong Kong
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Joint Bookrunners China International Capital Corporation
Hong Kong Securities Limited
29/F One International Finance Center
1 Harbor View Street
Central
Hong Kong

Orient Securities (Hong Kong) Limited
28th and 29th Floor

100 Queen’s Road Central

Hong Kong

ABCI Capital Limited

11/F, Agricultural Bank of China Tower
50 Connaught Road Central

Central

Hong Kong

ICBC International Securities Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

Futu Securities International
(Hong Kong) Limited

34/F, United Centre

No. 95 Queensway

Admiralty

Hong Kong

Joint Lead Managers China International Capital Corporation
Hong Kong Securities Limited
29/F One International Finance Center
1 Harbor View Street
Central
Hong Kong
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Orient Securities (Hong Kong) Limited
28th and 29th Floor

100 Queen’s Road Central

Hong Kong

ABCI Securities Company Limited
10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Central

Hong Kong

ICBC International Securities Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

Futu Securities International
(Hong Kong) Limited

34/F, United Centre

No. 95 Queensway

Admiralty

Hong Kong

Capital Market Intermediaries China International Capital Corporation
Hong Kong Securities Limited
29/F One International Finance Center
1 Harbor View Street
Central
Hong Kong

Orient Securities (Hong Kong) Limited
28th and 29th Floor

100 Queen’s Road Central

Hong Kong

ABCI Capital Limited

11/F, Agricultural Bank of China Tower
50 Connaught Road Central

Central

Hong Kong
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ABCI Securities Company Limited
10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Central

Hong Kong

ICBC International Securities Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

Futu Securities International
(Hong Kong) Limited

34/F, United Centre

No. 95 Queensway

Admiralty

Hong Kong

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

Kirkland & Ellis

26/F, Gloucester Tower
The Landmark

15 Queen’s Road Central
Hong Kong

As to PRC law (including as to PRC data

compliance):

Jingtian & Gongcheng
34/F, Tower 3

China Central Place

77 Jianguo Road
Chaoyang District
Beijing

PRC
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As to Cayman Islands law:

Maples and Calder (Hong Kong) LLP
26th Floor, Central Plaza

18 Harbor Road

Wanchai

Hong Kong

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

As to PRC law:

AllBright Law Offices

11, 12/F, Shanghai Tower
501 Yincheng Middle Road
Pudong New Area
Shanghai

PRC

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

Transfer Pricing Advisor Ernst & Young (China) Advisory Limited
50/F, Shanghai World Financial Center
100 Century Avenue
Pudong New Area
Shanghai
PRC
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Industry Consultant Frost & Sullivan (Beijing) Inc.,
Shanghai Branch Co.
Room 2504, Wheelock Square
1717 West Nanjing Road
Jing’an District
Shanghai
PRC

Independent Property Valuer Jones Lang LaSalle Corporate Appraisal
and Advisory Limited
7/F One Taikoo Place
No. 979 King’s Road
Quarry Bay
Hong Kong

Compliance Advisor Somerley Capital Limited
20/F China Building
29 Queen’s Road Central
Hong Kong

Receiving Bank Bank of China (Hong Kong) Limited

1 Garden Road
Hong Kong
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Registered Office

Headquarter and Principal Place of

Business in the PRC

Principal Place of Business in Hong Kong

Company’s Website

Joint Company Secretaries

Authorized Representatives

PO Box 309, Ugland House
Grand Cayman

KY1-1104

Cayman Islands

No. 1166

Mingguang North Road
Jiangshan Town

Yinzhou District, Ningbo
Zhejiang Province

PRC

Room 1912, 19/F
Lee Garden One
33 Hysan Avenue
Causeway Bay
Hong Kong

www.aux-home.com

(Information contained in this website does
not form part of this prospectus)

Mr. ZHANG Bo (5&iK)
No. 1166

Mingguang North Road
Jiangshan Town

Yinzhou District, Ningbo
Zhejiang Province

PRC

Ms. LAU Yee Wa (Z1#&%)

(an associate of both The Hong Kong
Chartered Governance Institute and The
Chartered Governance Institute in the
United Kingdom)

Room 1912, 19/F

Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong

Mr. XIN Ning (172£)
Ms. LAU Yee Wa (BI%3E)
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Audit Committee

Remuneration Commaittee

Nomination Committee

Principal Share Registrar and
Transfer Office

Hong Kong Share Registrar

Principal Banks

Mr. XIANG Wei (JE1&) (Chairperson)
Dr. JING Xian (i)
Ms. LI Jian (Zfi)

Mr. XIANG Wei (JEf&) (Chairperson)
Ms. LI Jian (&= fd)
Mr. TAO Shengwen (Fi P 30)

Dr. JING Xian (f[li¥l) (Chairperson)
Ms. LI Jian (Z=f)
Mr. TAO Shengwen (F& 5 30)

Maples Fund Services (Cayman) Limited
PO Box 1093

Boundary Hall

Cricket Square

KY1-1102

Cayman Islands

Tricor Investor Services Limited
17/F, Far East Finance Centre

16 Harcourt Road

Hong Kong

Agricultural Bank of China, Ningbo
Yinzhou Branch

188 Huifeng East Road, Yinzhou District
Ningbo, Zhejiang Province

PRC

China Minsheng Bank, Ningbo Mingzhou
Sub-branch

280 Zhonggongmiao Road, Yinzhou District
Ningbo, Zhejiang Province

PRC
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INDUSTRY OVERVIEW

This and other sections of this prospectus contain information relating to the
industry in which we operate. Certain information and statistics set forth in this section
and other sections of this prospectus have been extracted from the F&S Report issued
by Frost & Sullivan, an independent market research agency, which we commissioned,
and from various official government publications and other publicly available
publications. The information from official government has not been independently
verified by us, the Sole Sponsor, the Sole Sponsor-Overall Coordinator, the Joint
Overall Coordinators, the Joint Global Coordinators, the Joint Bookrunners, the Joint
Lead Managers, any of the Underwriters, any of their respective directors and advisers,
or any other persons or parties involved in the Global Offering (excluding Frost &
Sullivan), and no representation is given as to its accuracy or completeness of such
information and statistics.

OVERVIEW OF GLOBAL HOME APPLIANCE INDUSTRY

Global Market Size by Category in terms of Sales Value

The home appliance market encompasses several key product categories, such as air
conditioners, refrigerators, laundry appliances, kitchen appliances, and TV/home entertainment
systems. Amongst these product categories, the sales value growth of air conditioners has
demonstrated a particularly notable acceleration, outpacing the average growth rate of the
global home appliance market as a whole. Specifically, the global market size of air
conditioner, in terms of sales value, grew from RMB1,018.6 billion in 2018 to RMB1,312.8
billion in 2024 with a CAGR of 4.3%, and is expected to reach RMB1,533.2 billion in 2028,
representing a CAGR of 4.0% from 2024 to 2028. The growth of air conditioners market could
be driven by the increasing penetration rate in less developed countries and the development
of innovative products. The chart below illustrates the growth of global sales value of home
appliance with a breakdown by category.
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Sales Value of Home Appliance Market by Category (Global), 2018-2028E

TV and Home

Laundry Kitchen

Total Air Conditioner Refrigerator St St Entet't({mment Other Appliance
Appliance
2018-2024 2.8% 4.3% 2.5% 3.3% 2.3% 0.8% 35%
2024-2028E 32% 4.0% 2.0% 2.7% 3.7% 1.4% 5.0%
Air Conditioner Laundry Appliance - TV and home entertainment appliance
Refrigerator - Kitchen Appliance - Other Appliance
6,000 - sagsa O3
54320 5,603.6
5.104.1 5,236.0 .
4,964.2 T 1,533.2
001 45245 7469 13750 LU e
44383 o 1312.8 T
43137 1,168.4 1,239.5
= 1,084.3
S 4000 4 0186 10090  gesg 762.5 o2
I~ : — 730.1 746.6
= 708.6 8
i—% P 678.7 694.8 568.9 583.4
& 3,000 4 618.5 : 623.7 s 540.7 554.1
oy 5100 523.9 5164 :
2 4323 4540 460.7 : 1,035.1
& 1,013.4 »03
s e B BT B B e
ﬁ 2,000 4 Fogkds 802.1 7823 861.8 .
3 4 1,034.0 1,042.8
: 982.4 985. [ 1.018.1 [ 1.024.6 I -
Rl o0 946.2 919.7 922.7 2
649.4 685.0 641.5 689.4 754.6 778.5 800.3 838.1 878.6 925.1 972.6

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

Note: Air conditioner includes both household air conditioner and central air conditioner

Source: US Census Bureau, China Household Electrical Appliances Association, F&S Report

Definition and Classification of Air Conditioner

Air conditioner is a system used to control the humidity, ventilation, and temperature in
a housing or commercial unit, mainly to cool the atmosphere in warm conditions, and also offer
heating for year-round comfort. Air conditioners are generally categorized into two main types,
namely household air conditioners and central air conditioners.

Household air conditioner is a type of air conditioner unit designed for residential use,
providing both cooling and heating for individual households. There are several popular types
of household air conditioners, including wall-mounted, cabinet-style and mobile units. Central
air conditioners comprise VRF systems, packaged units, heat pumps, chillers, screw chiller
units, centrifugal chiller units and terminal devices. Central air conditioners come in both
residential and commercial types.

OVERVIEW OF GLOBAL AIR CONDITIONER INDUSTRY
Global Market Size in Terms of Sales Volume
The global air conditioner market has experienced steady growth in recent years, with

sales volume increased from 232.5 million units in 2018 to 261.2 million units in 2024,
representing a CAGR of 2.0%. Household air conditioners accounted for a significant 73.7%
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of the total market in 2024 and have shown stable performance. In addition, the sales volume
of central air conditioners increased more rapidly, particularly in emerging markets, achieving
a 4.0% CAGR from 2018 to 2024. The global air conditioner market is expected to maintain
steady growth, driven by replacement demand in developed countries and regions and China,
as well as new demands from emerging markets. The global sales volume of air conditioners
is expected to reach 293.3 million units in 2028, representing a CAGR of 2.9% from 2024 to
2028, with central air conditioners anticipated to continue growing at a faster pace compared
to household models. The chart below illustrates the growth of global sales volume of air
conditioners with a breakdown by category.

Sales Volume Breakdown of Air Conditioner by Category (Global), 2018-2028E

Total Household Air Conditioner Central Air Conditioner
2018-2024 2.0% 1.3% 4.0%
2024-2028E 2.9% 3.0% 2.9%

Mn Household Air Conditioner

300 - I Central Air Conditioner 2780 2861
2612 2701 :

293.3

4 243.8 248.2
250 4 2325 235.4 2237 238.8

200 +
198.8 204.7 210.7 216.4

192.5
179.5
150 4 1783 179.5 168.8 179.1 173.3

100

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

Source: Japan Refrigeration and Air Conditioning Industry Association, F&S Report

Global Market Size in Terms of Sales Value

The global air conditioner market, in terms of sales value, has shown consistent growth
during the past years, driven by various factors such as the expansion of central air conditioners
in emerging markets and increasing demand across different regions. The global market size of
air conditioners, in terms of sales value, increased from RMB1,018.6 billion in 2018 to
RMBI1,312.8 billion in 2024, representing a CAGR of 4.3%, and is expected to reach
RMB1,533.2 billion in 2028, representing a CAGR of 4.0% from 2024 to 2028. Among which,
the global market size of household air conditioners, in terms of sales value, grew from
RMB636.8 billion in 2018 to RMB785.3 billion in 2024, representing a CAGR of 3.6%, while
the global market size of central air conditioners, in terms of sales value, experienced stronger
growth, rising from RMB381.8 billion in 2018 to RMB527.5 billion in 2024, representing a
CAGR of 5.5%.
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Going forward, the global market size of household air conditioners, in terms of sales
value, is expected to reach RMB923.0 billion in 2028, representing a CAGR of 4.1% from 2024
to 2028. Meanwhile, the global market size of central air conditioners, in terms of sales value,
is expected to reach RMB610.2 billion in 2028, representing a CAGR of 3.7% from 2024 to
2028. The chart below illustrates the growth of global sales value of air conditioners with a

breakdown by category.

Sales Value Breakdown of Air Conditioner by Category (Global), 2018-2028E

CAGR Household Air Conditioner Central Air Conditioner

2018-2024 43% 3.6% 5.5%
2024-2028E 4.0% 4.1% 3.7%
RMB Billion Household Air Conditioner
1600 - B Central Air Conditioner Laag  lasds 19332
1,400 s 13128 13750
i 11684
1,200 1,084.3
1,018.6  1,009.0 2 891.5 923.0
1,000 7 885.8 8231 876 ’
: e Il 77 7 :
800 1 635.9 :
6368 6193
600 - 517.9
400
200 -

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

Source: Japan Refrigeration and Air Conditioning Industry Association, F&S Report

Global Market Size of Air Conditioner by Region in Terms of Sales Value

China, North America, Europe and Southeast Asia are the four largest markets for air
conditioner in terms of sales value, together accounting for over 67.4% of the total global air
conditioner sales value in 2024. These key regional markets are expected to continue growing
at a robust pace, with expected CAGRs of 3.7% for China, 3.8% for North America, 3.8% for
Europe and 5.7% for Southeast Asia from 2024 to 2028. In particular, China is the largest
single air conditioner market, with sales value of RMB464.3 billion in 2024, accounting for

35.3% of the global market during the same period.

The increasing disposable income level and urbanization rate, particularly in emerging
markets, are expected to further drive the growth of the global air conditioner market. The chart
below illustrates the growth of global sales value of air conditioners with a breakdown by

major region.
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Sales Value Breakdown of Air Conditioner by Region (Global), 2018-2028E
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OVERVIEW OF CHINA AIR CONDITIONER INDUSTRY
China Market Size in Terms of Sales Volume

China’s air conditioner market has demonstrated steady growth in recent years. The sales
volume of air conditioners in China grew from 107.4 million units in 2018 to 115.1 million
units in 2024, representing a CAGR of 1.2%, and is expected to reach 126.6 million units in
2028, representing a CAGR of 2.4% from 2024 to 2028. Air conditioner sales in China are
expected to continue growing, driven by factors such as steady replacement demand, increased
penetration in lower-tier markets, and government stimulus for appliance upgrades.
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The household air conditioner market in China is relatively mature, with growth primarily
driven by replacement demand and increased penetration in lower-tier markets. The sales
volume of household air conditioners in China increased from 90.0 million units in 2018 to
92.9 million units in 2024, mostly driven by government subsidies and increasing replacement
demand. In the future, driven by factors such as recovered consumption needs and government
subsidies for air conditioner trade-in, the sales volume of household air conditioners in China
is expected to reach 102.4 million units in 2028, representing a CAGR of 2.5% from 2024 to
2028. In addition, the sales of central air conditioners in China remain in a growth phase in line
with the rising adoption of central air conditioners in residential households and various
industrial sectors. The sales volume of central air conditioners in China increased from 17.4
million units in 2018 to 22.2 million units in 2024, representing a CAGR of 4.1%, and is
expected to reach 24.2 million units in 2028, representing a CAGR of 2.2% from 2024 to 2028.

The chart below illustrates the growth of sales volume of air conditioners in China with
a breakdown by category.

Sales Volume Breakdown of Air Conditioner by Category (China), 2018-2028E

Household Air Conditioner Central Air Conditioner
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Source: China Household Electrical Appliances Association, F&S Report

China Market Size in Terms of Sales Value

The market size of air conditioners in China, in terms of sales value, grew from
RMB389.3 billion in 2018 to RMB464.3 billion in 2024, representing a CAGR of 3.0%, and
is expected to reach RMB536.0 billion in 2028, representing a CAGR of 3.7% from 2024 to
2028. The chart below illustrates the growth of sales value of air conditioners in China with
a breakdown by category.
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Sales Value Breakdown of Air Conditioner by Category (China), 2018-2028E
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Source: China Household Electrical Appliances Association, F&S Report

China Market Size in Terms of Sales Volume by Price

The household air conditioner market in China can be primarily segmented into three
price-based sub-markets in terms of selling prices to end consumers, including the mass market
(units priced below RMB2,500), the medium market (units priced greater than or equal to
RMB2,500 and less than RMB3,500), and the high-end market (units priced at RMB3,500 or
above).

The sales volume performance across these segments has varied, among which the mass
market segment experienced the strongest performance from 2018 to 2024. As consumers place
greater emphasis on affordable products, the sales volume of household air conditioners in the
mass market has outpaced that in the medium and high-end segments. The sales volume of
household air conditioners in the mass market increased from 24.1 million units to 26.0 million
units, representing a CAGR of 1.3%. As such trend is expected to continue, the mass market
segment is expected to see the most robust growth going forward and is expected to continue
outpace the overall industry growth. In contrast, the medium and high-end segments are
expected to experience more moderate expansion over the same period. The sales volume of
household air conditioners in the mass market is expected to reach 29.7 million units in 2028,
representing a CAGR of 3.4% from 2024 to 2028.
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The chart below illustrates the growth of sales volume of household air conditioners in

China with a breakdown by price-based sub-market.

Sales Volume Breakdown of Household Air Conditioner (China), by Price, 2018-2028E

2018-2024 0.5% 1.3% 1.2% 0.7%
2024-2028E 2.5% 3.4% 2.6% 1.5%
Mn Mass
120 - Medium
High-end e Lo01 102.4
100 - 95.2 :
90.0 89.4 89.1 92.9
82.2 1. 29.7
779 81.8 26.9 27.8 287 g
809 241 235 249 260
- 229 22.8
60
327 [l 319 vl EE EOE B S
31.0 30.9
40 - 29.4
207 332 340 22 328 334 338
- . 26.8 28.3 28.1 30.6 31.8 o . B .
0
2018 2019 2020 2021 2022 2023 2024  2025E  2026E  2027E  2028E

Source: F&S Report

China Market Size in Terms of Sales Volume by City Tier

Tier 3 and below cities represent the largest market for household air conditioners in
China. The sales of household air conditioner in these areas accounted for 50.4% of total
household air conditioner sales in China in 2024, primarily because these lower tier cities have
substantial populations and the relatively low market penetration of air conditioners, leading
to strong and growing demand. The sales volume of air conditioners in tier 3 and below cities
in China increased from 41.9 million units in 2018 to 46.8 million units in 2024, representing
a CAGR of 1.9%, notably higher than the overall industry CAGR of 0.5%. Going forward, the
household air conditioner market in tier 3 and below cities in China is expected to experience
steady growth, supported by factors, such as increasing disposable income level and
urbanization rate, replacement sales and rising demand for trade-ins. The sales volume of air
conditioners in tier 3 and below cities in China is expected to reach 54.3 million units in 2028,
representing a CAGR of 3.8% from 2024.
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The chart below illustrates the growth of sales volume of household air conditioners in
China with a breakdown by city tier.

Sales Volume Breakdown of Household Air Conditioner, by City Tier (China), 2018-2028E
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Cost Analysis

The major raw materials used in the production of air conditioners primarily include
copper, aluminum, steel and plastic. From 2018 to 2020, the prices of copper, aluminum and
steel remained relatively stable. However, in 2021, prices of these materials experienced a
sharp increase due to an imbalance between supply and demand, primarily as a result of a
rebound largely associated with the recovery of China’s manufacturing sectors. From 2021 to
2023, prices of these materials remained relatively stable. The price of copper experienced
further increases in 2024, reaching RMB74,951.4 per tonne. Plastic is also a major raw material
for air conditioners, with the plastic price index fluctuating around 1,000 over the past seven

years.

The increase in raw material costs has posed and will continue to pose challenges for air
conditioner companies. However, leading brands can leverage their superior product structure
and operational capabilities to mitigate the impact of raw material price pressure. Furthermore,
leading brands with stronger bargaining power are better able to offset some of the pressure
from rising raw material prices by implementing price adjustments. As a result, leading brands
hold a competitive advantage over smaller and medium-sized competitors.
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Prices of Raw Materials for Air Conditioner, 2018-2024
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COMPETITIVE LANDSCAPE

In 2024, the number of market players in global air conditioner industry was more than
100. We were the fifth largest air conditioner company in global market in terms of sales
volume in 2024, with a market share of 7.1%. In terms of the sales volume CAGR from 2022
to 2024, we have grown with the highest growth rate among the top five air conditioner

companies in global market.

Top 5 Air Conditioner Company by Sales Volume (Global), 2024

Market Share CAGR

Company Identities or Background (%) (%)
2024 2022-2024

Company A is a public company that mainly offers smart home solutions, commercial
1 Company A and industrial solutions. Company A is one of the Fortune Global 500 companies in 27.5% ~11.0%
2024, with over 190,000 employees worldwide.

Company B is a public home appliance company that mainly produces air conditioners
and also produces electric fans, water dispensers, heaters, rice cookers, air purifiers,
water kettles, humidifiers and induction cookers, and other products. Company B has
over 72,000 employees worldwide.

2 Company B 17.5% ~4.0%

Company C is a public industrial company primarily engaged in the manufacturing and
sales of air conditioning systems, including household air conditioners, commercial 12.3% ~9.0%

3 Company C
HVAC systems, and other related products. Company C employed over 90,000
individuals globally.
Company D is a public home appliance company that primarily engages in the
manufacturing and sales of refrigerators, washing machines, air conditioners, kitchen o B .
< Senpaigly appliances and small appliances. Company D is one of the Fortune Global 500 [ 02
companies in 2024, with over 100,000 employees worldwide.
5 Our Group / 7.1% 30.0%

Note: The numbers above including the sales volume of OEM/ODM products.

Source: F&S Report
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In 2024, the number of market players in China’s air conditioner industry was more than
50. We were the fourth largest air conditioner company in China in terms of sales volume in
2024, with a market share of 7.3%.

Top 5 Air Conditioner Company by Sales Volume (China), 2024

Market Share CAGR

Company Background (%) (%)
2024 2022-2024

Company B is a public home appliance company that mainly produces air conditioners and
also produces electric fans, water dispensers, heaters, rice cookers, air purifiers, water kettles,
humidifiers and induction cookers, and other products. Company B has over 72,000 employees
worldwide.

1 Company B 31.5% ~1.0%

Company A is a public company that mainly offers smart home solutions, commercial and
2 Company A industrial solutions. Company A is one of the Fortune Global 500 companies in 2024, 29.2% ~6.0%
with over 190,000 employees worldwide.

Company D is a public home appliance company that primarily engages in the manufacturing

3 Company D and sales of refrigerators, washing machines, air conditioners, kitchen appliances and small 13.1% ~9.0%
appliances. Company D is one of the Fortune Global 500 companies in 2024, with over
100,000 employees worldwide.

4 Our Group / 7.3% 22.9%

Company E is a public home appliance company that mainly offers air conditioners,
5 Company E refrigerators, freezers, beverage coolers and other home appliances. Company E has about 7.0% ~4.0%
49,000 employees worldwide.

Note: The numbers above including the sales volume of OEM/ODM products.

Source: F&S Report

We are the fourth largest household air conditioner company in global market in terms of
sales volume in 2024.

Top 5 Household Air Conditioner Company by Sales Volume (Global), 2024

Market Share CAGR

Company Identities or Background (%) (%)
2024 2022-2024

Company A is a public company that mainly offers smart home solutions, commercial
1 Company A and industrial solutions. Company A is one of the Fortune Global 500 companies in 32.9% ~11.0%
2024, with over 190,000 employees worldwide.

Company B is a public home appliance company that mainly produces air conditioners
and also produces electric fans, water dispensers, heaters, rice cookers, air purifiers,

2 Clormzngy 19 water kettles, humidifiers and induction cookers, and other products. Company B has ERIZ =l
over 72,000 employees worldwide.
Company D is a public home appliance company that primarily engages in the
manufacturing and sales of refrigerators, washing machines, air conditioners, kitchen 5 )
3 Company D appliances and small appliances. Company D is one of the Fortune Global 500 9.0% 15.0%
companies in 2024, with over 100,000 employees worldwide.
4 Our Group / 8.9% 29.5%

Company C is a public industrial company primarily engaged in the manufacturing and

sales of air conditioning systems, including household air conditioners, commercial 4.8% ~9.0%
HVAC systems, and other related products. Company C employed over 90,000

individuals globally.

5 Company C

Note: The numbers above including the sales volume of OEM/ODM products.

Source: F&S Report
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In China’s household air conditioner industry, the mass market experienced the fastest
growth. This growth is driven by consumers placing greater emphasis on products with cost
effectiveness, as more consumers seek budget-friendly while reliable air conditioning
solutions. The mass market is expected to continue its strong upward trajectory, further
expanding the overall household air conditioner market in China. We ranked first in household
air conditioner mass-market in China in 2024, with a 25.7% market share in terms of sales

volume.

MARKET DRIVERS AND FUTURE TRENDS

Market Drivers of Global and China Air Conditioner Industry

Population Growth and Improved Living Standards: The population growth and
urbanization has amplified the global demand for air conditioners, as the concentration of
people in urban areas drives the need for improved living conditions. As more individuals
transition to city life, enhanced living standards and expectations for comfort make air
conditioner a vital component of modern living spaces. This trend is especially pronounced in
developing regions and lower-tier markets, where rapid urbanization is coupled with rising
disposable incomes, creating an expanding market for air conditioners as households prioritize
comfort and climate control. According to the National Bureau of Statistics, the number of air
conditioners per 100 households in rural areas is 105.7 units, which is significantly lower than
the 171.7 units per 100 households in urban areas. This gap presents substantial growth
potential for the market.

Expansion of Central Air Conditioner Applications: The growing demand from both
industrial and residential customers is fueling the expansion of the central air conditioner
market. The application areas for central air conditioners are rapidly expanding, driven by
increasing demand across various sectors. These specialized industries require advanced and
often customized air conditioning solutions to meet their unique operational needs, which is
fostering innovation and exploring the potential of traditional market offerings. In addition,
central air conditioners are also becoming more widely adopted in residential homes. Central
air conditioning systems are specifically designed to provide a consistent and even cooling
experience throughout an entire house. Homeowners are attracted to the benefits, such as
filtered air, consistent temperature and reduced humidity, and are increasingly choosing central
air conditioners in their homes.

Growth Potential in Overseas Markets: In many emerging countries, the penetration of
air conditioners remains relatively low, signaling significant growth potential. As these markets
undergo economic development and face the impacts of changing climate conditions, the
demand for air conditioners is expected to rise substantially. Even in some developed countries,
such as those in Europe, the penetration rate of air conditioners remains relatively low as a
result of historical climate environment and consumer habit. However, as climate change
intensifies worldwide, marked by the increasing occurrence of drastic temperature fluctuations,
the demand for air conditioning solutions is growing at an unprecedented rate, particularly in
regions that previously enjoyed milder climates.
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Technological Upgrades Driven by ESG: The global shift towards carbon neutrality and
the growing emphasis on Environmental, Social, and Governance (ESG) standards are
catalyzing technological advancements in the air conditioner industry. With a heightened focus
on energy efficiency, reducing emissions, and incorporating sustainable materials,
manufacturers are innovating to meet both regulatory demands and consumer preferences for
eco-friendly products. These technological upgrades are not only driven by compliance with
stricter environmental regulations but also by the increasing market demand for greener
solutions. As sustainability becomes a core priority, this trend is poised to reshape the future
of the industry, with cutting-edge technology playing a pivotal role in achieving long-term
environmental goals and reducing the industry’s carbon footprint.

Supportive Government Policies: Various government authorities have adopted and are
continuing adopt policies to encourage consumer goods trade-in programs. For example, in
July 2022, the Ministry of Commerce and other authorities jointly issued “the Several
Measures to Promote the Consumption of Green and Smart Home Appliances” ( B2 #E Ak
R RER BN A4 TH55) ), which played an active role in stabilizing the overall
consumption of home appliances and releasing the consumption potential of green smart home
appliances. In July 2024, the NDRC and the MOF issued the “Several Measures on
Strengthening Support for Large-Scale Equipment Renewal and Consumer Goods Trade-in”
( CERRAIN 7 SZ R R FAR S AR o0 A9 22 i DA HORT 25 T-457%) ), which mentioned that a
trade-in subsidy is provided to individual consumers for purchasing eight types of household
appliances, including air conditioners, that meet Level 2 or higher or Level 1 or higher energy
or water efficiency standards. These initiatives promote the adoption of energy-efficient
products while making them more affordable for consumers. Internationally, similar initiatives
have been introduced from time to time to align economic incentives with sustainability goals.

Future Trends and Opportunities of Global and China Air Conditioner Industry

Increased Demand for Efficiency, Comfort, and Health: Consumers’ demand for
energy-efficient, comfortable and health-focused air conditioners is rising, driven by
environmental awareness and rising energy costs. For example, in China, the penetration rate
of air conditioners with Level 2 or higher energy efficiency reached approximately 80% in
2024. Additionally, the desire for enhanced comfort is leading to a growing preference for
products with precise temperature control, low noise levels, and improved air quality.
Health-related features, such as air purification and humidity control, are also gaining
importance as consumers prioritize creating healthier indoor environments. These evolving
preferences are shaping the development of the air conditioner market, pushing manufacturers
to innovate and offer products that meet both environmental and health-focused demands. In
addition, consumers are increasingly prioritizing affordable products.
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Rapid Growth of Smart Products: The rapid growth of smart air conditioners is driven
by technological advancements and evolving consumer preferences. Smart features such as
voice control and multi-directional airflow are becoming popular, improving energy efficiency
and convenience. China’s intelligent voice-controlled air conditioner penetration is low,
accounting for less than 5% in 2024, indicating significant untapped potential as smart home

integration expands.

Increased Concentration and Influence of Leading Enterprises: The air conditioner
market is consolidating, with leading enterprises expanding control across the supply chain.
Leveraging vertical integration and advanced technologies, these top players are enhancing
competitiveness and poised to further dominate the market.

Upstream Integration and Supply Chain Stability: Air conditioner companies are
integrating upstream, securing core components such as compressors. This approach allows
companies to secure essential technological resources, reduce dependency on external
suppliers, control costs, and enhance product performance, which in turn strengthens their
overall competitiveness. Given demands for supply chain stability and green policies, in-house
component production will be critical.

Challenges of Global and China Air Conditioner Industry

Impact of Slowing Real Estate Growth: The slowdown in the real estate market is having
a direct impact on the demand for air conditioner products. With fewer new property projects
due to the deceleration of the real estate market, the demand for additional air conditioners has
decreased. To mitigate the effects of this slowdown, air conditioner companies need to explore
alternative growth opportunities. These include capitalizing on the rising demand for smart air
conditioner products and expanding their presence in the after-sales market, offering
maintenance, repair, and upgrades to extend the product lifecycle. Diversifying into these areas
can help air conditioner companies maintain growth and profitability despite the challenges in
the real estate sector.

Global Economic Uncertainty: Global economic uncertainty, including changes in
international trade policies and geopolitical risks, presents challenges to the air conditioner
market. Variations in trade policies, such as tariff adjustments and trade barriers, can affect the
export and import costs of air conditioner products. Geopolitical instability may lead to supply
chain disruptions or increased market uncertainty, posing risks for companies reliant on global
supply chains and export markets. Air conditioner companies need to closely monitor
international economic conditions and adjust their strategies flexibly to address potential
economic fluctuations and policy changes.

Intensifying Industry Competition: Competition in the air conditioner market is
becoming increasingly fierce, particularly in terms of technological innovation and market
share acquisition. Companies are required continuously improve product performance and
enhance technological capabilities in order to sustain their competitive advantage. Companies
within the industry will compete by leveraging various factors, such as technological
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innovation, marketing strategies, price competitiveness and product differentiation. These
competitive dynamics will in turn drive the industry competition to become even more intense.
To navigate this competitive landscape, air conditioner companies need to continually optimize
their product lines and enhance brand value.

Rising Costs and Raw Material Price Fluctuations: One of the primary challenges facing
the air conditioner industry is the rising cost and volatility of raw material prices. Essential
materials like copper, aluminum, steel and plastics, which are critical for air conditioner
production, are experiencing significant price fluctuations due to shifts in global market supply
and demand. These fluctuations directly elevate production costs, creating pressure on
companies to implement more robust cost control strategies. In addition to material costs,
increasing transportation and labor expenses are further compounding the overall cost
pressures. To maintain market competitiveness and protect profit margins, air conditioner
companies must adopt effective cost management practices and optimize their supply chains,
ensuring more resilient and efficient operations amidst an unpredictable cost environment.

Entry Barrier

Capital and Scale Barriers: In the air conditioner industry, significant upfront
investments are required at the initial stage of industry players’ business operations on
manufacturing capacity and product R&D. On the one hand, players need to invest heavily on
establishing and continuously expanding manufacturing capacity to meet customer demands.
Such investment may not yield any meaningful return until after the manufacturing facilities
are constructed and ramped up, which could take a significant amount of time. On the other
hand, players need to invest heavily on the R&D of technologies and products to ensure they
can launch competitive products which can stay ahead of the latest development in industry
trends and market demands.

Brand Barriers: Consumer awareness and brand loyalty is highly important for air
conditioner as it relates to health and everyday use. Successful air conditioner brands typically
employ distinctive product design, engage in proactive brand promotion, and prioritize
enhancing product quality to bolster brand awareness. While they prioritize product quality,
price competitiveness is also highly important. Well-established air conditioner brands have
built strong reputations, fostering customer loyalty. New entrants will face a challenge to
convince customers of their product’s quality compared to well-known brands and may not be
competitively positioned in terms of pricing.

Technology R&D Barriers: The air conditioner industry requires cutting-edge technology
and expertise in fields like thermodynamics and software. Industry leaders have accumulated
core technologies and technical personnel, while new entrants face significant challenges in
achieving independent R&D, due to both technological hurdles and a shortage of relevant

technical personnel.
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Distribution Barriers: With the development and changes in the air conditioner market,
consumers have multiple channels to choose air conditioners, such as offline stores and
e-commerce platforms. This necessitates the establishment of large-scale, widely covered, and
influential sales and distribution channels by companies. Building a complete sales network is
time-consuming and requires a lot of resources and an experienced management team to form
and maintain a long-term stable and reliable cooperation at all levels. It is difficult for new
entrants to establish a mature network of marketing and distribution channels without
significant time and capital investment.

Manufacturing and Supply Chain Barriers: Establishing mass-production capabilities
requires substantial investment in advanced machinery and technology. Industry leaders often
have vertical integration and benefit from industrial clusters for better efficiency. The Chinese
air conditioner industry relies on highly integrated supply chains, with leading companies
forming long-term supplier partnerships. Replicating such an extensive system poses
significant barriers for new entrants.

SOURCE AND RELIABILITY OF INFORMATION

We have commissioned Frost & Sullivan, a market research and consulting company and
an independent third party, to conduct an analysis of, and to report on global and China air
conditioner market. The report prepared by Frost & Sullivan for us is referred to in the
prospectus as the F&S Report. The F&S Report has been prepared by Frost & Sullivan
independent of our influence. The fee payable to Frost & Sullivan for preparing the F&S
Report is RMBO0.4 million which we believe reflects market rates for similar services. Founded
in 1961, Frost & Sullivan has over 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 F&S report and up to the Latest Practicable Date
which may qualify, contradict or have an impact on the information set out in this section.

During the preparation of the F&S Report, Frost & Sullivan collected, analysed, assessed
and validated the information and statistics using its in-house analysis models and techniques.
Primary research was conducted via discussions and interviews with industry participants and
industry experts. Secondary research involved analysis of market statistics obtained from
several publicly available data sources, such as releases from the governments of the research
countries, company reports, independent research reports and Frost & Sullivan’s own internal
database. The methodology applied by Frost & Sullivan is based on information and statistics
gathered from multiple levels and allows such information and statistics to be cross-referenced
for accuracy.

The F&S Report contains a series of market projections which were produced based on
the following assumptions, without limitations: (i) China’s and global economy is likely to
maintain steady growth in the next decade; and (ii) China’s and global social, economic, and
political environment is likely to remain stable from 2024 to 2028.
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LAWS AND REGULATIONS RELATED TO OUR BUSINESS IN THE PRC
Laws and Regulations Relating to Company Establishment and Foreign Investment
Company Law of the PRC ( (HEARKME A AE) )

Pursuant to the PRC Company Law ( (th#E ANRILHME A F]IL) ) promulgated by the
Standing Committee of the National People’s Congress, (the “SCNPC”) on December 29,
1993, which was amended on December 25, 1999, August 28, 2004, October 27, 2005,
December 28, 2013, October 26, 2018, and December 29, 2023 respectively and the latest
amendment came into effect on July 1, 2024, the Company Law shall apply to all companies
established in the PRC. The Company Law, which regulates the establishment, corporate
structure and management of companies, also applies to foreign-invested companies. The
major amendments of the latest PRC Company Law, which came into effect on 1 July 2024,
include improving the company establishment and exit regime, optimizing the organizational
structures of companies, improving the capital system of companies, strengthening the
responsibilities of controlling shareholder and management, and reinforcing the social
responsibilities of companies, among others.

Foreign Investment Law of the PRC and its Implementation Regulations ( { FEA R HEFIE
IEREZE) REEHEH)

The Foreign Investment Law of the PRC ( (/1 #E N RALAIE S & 15D ) (the “FIL”),
which was promulgated by the National People’s Congress (the “NPC”) on March 15, 2019,
and came into effect on January 1, 2020, provides that the “foreign investment” refers to the
investment activities in China carried out directly or indirectly by foreign individuals,
enterprises or other organizations (the “Foreign Investors”), including the following: (1)
Foreign Investors establishing foreign-invested enterprises in China alone or collectively with
other investors; (2) Foreign Investors acquiring shares, equities, properties or other similar
rights of Chinese domestic enterprises; (3) Foreign Investors investing in new projects in China
alone or collectively with other investors; and (4) Foreign Investors investing through other
ways prescribed by laws and regulations or the State Council. The FIL further adopts the
management system of pre-establishment national treatment and negative list for foreign
investment. The “pre-establishment national treatment” refers to granting to foreign investors
and their investments, in the stage of investment access, the treatment no less favorable than
that granted to domestic investors and their investments; the “negative list” refers to special
administrative measures for access of foreign investment in specific fields as stipulated by the
State. The FIL granted national treatment to foreign investments outside the negative list. The
negative list will be released by or upon approval of the State Council.

In December 26, 2019, the State Council promulgated the Implementation Regulations on

the Foreign Investment Law of the PRC ( {H 3 A RILAER s &R E RG] )
(the “Implementation Rules”) which came into effect in January 1, 2020. The Implementation
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Rules further clarified that the state shall encourage and promote foreign investment, protect
the lawful rights and interests in foreign investments, regulate foreign investment
administration, continue to optimize foreign investment environment, and advance a higher-
level opening.

Special Management Measures for Access of Foreign Investment (“Negative List”)

(2024 Version) ( (IPEIREEANEGFIEEEH(EEEE)(2024FR)) )

Foreign investors in the PRC are subject to certain restrictions regarding the types of
industries they can invest in. The Special Management Measures for Access of Foreign
Investment (Negative List) (2024 Version) ( <&NpE$¢ & A FRE B BRA (B 5 55) (20244F
W) ) was promulgated by the Ministry of Commerce of the People’s Republic of China
(the “MOFCOM”) and the National Development and Reform Commission (the “NDRC”) on
September 6, 2024 and came into effect on November 1, 2024. The Negative List set out the
restrictive measures in a unified manner, such as the requirements on shareholding percentages
and management, for the access of foreign investments, and the industries that are prohibited
for foreign investment. Any field not falling in the Negative List shall be administered under
the principle of equal treatment to domestic and foreign investment.

The Catalogue of Industries for Encouraging Foreign Investment (2022 Version) ( {ZEsh
BREEREH(2022FR)) )

The latest Catalogue of Encouraged Industries for Foreign Investment ( (E¢EhFME &
7E 3£ H $k(20224F 1)) ) was jointly promulgated by the MOFCOM and NDRC on October 26,
2022 and took effect on January 1, 2023, whereby the Catalogue of Industries for Encouraging
Foreign Investment (2020 Version) was simultaneously repealed. The catalogue stipulated the

encouraged foreign investment projects.

The Measures on Reporting of Foreign Investment Information ( (JMEREEEREHH
ZED)

The Measures on Reporting of Foreign Investment Information ( ZMs#% &5 St HF
%) ) was released by the MOFCOM and the State Administration for Market Regulation
(the “SAMR”) on December 30, 2019, and became effective on January 1, 2020. Foreign
investors directly or indirectly conducting investment activities within the territory of China
shall submit the investment information through submission of initial reports, change reports,
deregistration reports, annual reports etc. to the competent commerce authorities in accordance
with The Measures on Reporting of Foreign Investment Information. When submitting an
annual report, a foreign-invested enterprise shall submit the basic information on the
enterprise, the information on the investors and their actual controlling party, the enterprise’s
operation and asset and liabilities information etc, and where the foreign investment admission
special administrative measures are involved, the foreign investment enterprise shall also

submit the relevant industry licensing information.
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The Measures for the Security Review of Foreign Investment ( {I'ERELZZHFEPWL) )

According to the Measures for the Security Review of Foreign Investment ( (FMEE
LARFAENHL) ) promulgated by the NDRC and the MOFCOM on December 19, 2020 and
became effective on January 18, 2021, any foreign investment that has or possibly has an
impact on state security shall be subject to security review in accordance with the provisions
hereof.

The Provisions on the Takeover of Domestic Enterprises by Foreign Investors ( B8R IMNE]
REEZEOHBEATHENEE) )

Pursuant to the Provisions on the Takeover of Domestic Enterprises by Foreign
Investors ( (EARIMEATEE ISR N BZERHIE) ) or the M&A Rules, which were jointly
promulgated by six regulatory authorities including the CSRC on August 8, 2006, came into
effect on September 8, 2006, and were last amended on June 22, 2009, mergers and acquisitions
of a domestic enterprise by foreign investors shall mean that (i) foreign investors purchase
equity interest from shareholders of domestic enterprise with no foreign investment or
subscribe to the increase in the registered capital of the domestic company with the result that
such domestic company changes into a foreign investment enterprise; or (ii) the foreign
investors establish a foreign investment enterprise and then, through such enterprise, purchase
the assets of a domestic enterprise by agreement and operate such assets, or (iii) the foreign
investors purchase the assets of a domestic enterprise by agreement and use such assets as
investment to establish a foreign investment enterprise to operate such assets. The parties to a
takeover shall determine the transaction price on the basis of the assessment result of the
equities to be transferred or of the assets to be sold, which is given by an asset assessment
institution. It is prohibited to divert any capital abroad in any disguised form by transferring
any equities or selling assets at a price which is obviously lower than the assessment result.

Laws and Regulations Relating to Product Quality
Product Quality Law of the PRC ( (FEARRANBEEREEL) )

Products made in mainland China are subject to the Product Quality Law of the People’s
Republic of China ( (H#E A RILFEE H/E &%) ) (the “Product Quality Law”), which
was promulgated on February 22, 1993, amended on July 8, 2000, August 27, 2009 and
December 29, 2018. According to the Product Quality Law, a manufacturer of a product is
responsible to compensate for the damages to any person or property caused by the defect of
such a product, unless the manufacturer is able to prove that: (i) it has not circulated the
product; (ii) the defect did not exist at the time when the product was circulated; or (iii)
scientific or technological knowledge at the time when the product was circulated was not such
that it allowed the defect to be discovered.
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Civil Code of the PRC ( (FEARHFEERLH) )

Pursuant to the PRC Civil Code ( {# A\ RILFIE REM) ), which was promulgated
by the NPC on May 28, 2020 and became effective on January 1, 2021, in the event of damages
caused to other party due to the defects in a product, the infringed party may seek
compensation from the manufacturer or the seller of such product and shall have the right to
request the manufacturer and the seller to bear tortious liabilities, such as cessation of
infringement, removal of obstruction, and elimination of danger.

The Consumer Rights and Interests Protection Law of the PRC ( (P EARRFBEEEE#E
wmIREL) )

The Consumer Rights and Interests Protection Law of the People’s Republic of
China ( (H#ENRILFIEE 2 E i Re%1L) ) (the “Consumers Protection Law”) was
promulgated on October 31, 1993 and became effective on January 1, 1994. The Consumers
Protection Law has been further revised on August 27, 2009 and October 25, 2013. According
to the Consumers Protection Law, consumers shall have the right to require business operators
to provide commodities and services meeting the requirements for personal and property
safety. Business operators shall guarantee that their provided commodities or services meet the
requirements on personal and property safety. For commodities and services which may
endanger personal or property safety, business operators shall provide consumers with true
explanations and clear warnings, explaining and indicating the correct methods of using
commodities or receiving services and the methods for preventing damage. And business
operators who fail to fulfil the security obligations and causes harm to consumers shall bear
tort liability.

Regulations on Cybersecurity and Data Protection
The National Security Law of the PRC ( (FEARRFEBERZZE) )

On July 1, 2015, the SCNPC promulgated the National Security Law of the
PRC ( (#E NRICFIEE %K % 45) ), which became effective on the same day, pursuant to
which the state shall safeguard the sovereignty, security and cybersecurity development
interests of the state, and that the state shall establish a national security review and
supervision system to review, among other things, foreign investments, key technologies,
internet and IT products and services, and other important activities that are likely to impact
the national security of the PRC.

The SCNPC promulgated the Cybersecurity Law of the PRC ( (P EANREANER#ELZE
D)

On November 7, 2016, the SCNPC promulgated the Cybersecurity Law of the
PRC ( (¥ NRILHBE 444 4275) ) (the “Cybersecurity Law”), which became effective
on June 1, 2017 and is applied to the construction, operation, maintenance and use of networks
as well as the supervision and administration of cybersecurity in the PRC. According to the
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Cybersecurity Law, network operators shall comply with laws and regulations and fulfill the
obligations to safeguard the security of the network when conducting business and providing
services. Those who provide services through networks shall take technical measures and other
necessary measures in accordance with the mandatory requirements of laws, regulations and
national standards to safeguard the safe and stable operation of the networks, respond to
network security incidents effectively, prevent illegal and criminal activities, and maintain the
integrity, confidentiality and availability of network data, and network operators shall not
collect the personal information irrelevant to the services provided, or collect or use the

personal information in violation of the provisions of laws or agreements between both parties.

The Data Security Law of PRC ( (FEARRFEEBELZEZE) )

On June 10, 2021, the SCNPC promulgated the Data Security Law of PRC ( (% AR
A E BE 2 27%) ) (the “Data Security Law”), which became effective on September 1,
2021. The Data Security Law mainly sets forth specific provisions regarding the establishment
of basic systems for data security management, including hierarchical data classification
management system, risk assessment system, monitoring and early warning system, and
emergency response system. In addition, the Data Security Law clarifies the data security
protection obligations of organizations and individuals carrying out data activities and
implements data security protection responsibilities.

The Personal Information Protection Law of PRC ( (FEAREFEBAEEREL) )

On August 20, 2021, the SCNPC promulgated the Personal Information Protection Law
of PRC ( (P N RILABEE LG Ef45#15) ), which came into effect on November 1, 2021.
The Personal Information Protection Law aims to protect the rights and interests of personal
information, regulate the processing of personal information, safeguard the orderly and free
flow of personal information in accordance with the law, and promote the rational use of
personal information. The Personal Information Protection Law establishes a comprehensive
system of rules for the processing of personal information, including that the processing of
personal information shall have a clear and reasonable purpose, that the processing of sensitive
information is subject to additional protection, that the provision of personal information to
outsiders and the entrusted processing of personal information requires the signing of a special
agreement to ensure security, that the preservation, deletion, disclosure and automated
decision-making of personal information should comply with special rules, and that processors
of personal information should have appropriate organizational, institutional and technical
measures in place.

The Regulations on Protecting the Security of Critical Information Infrastructure ( {58
EEERREZ 2 REMRA) )

On July 30, 2021, the State Council promulgated the Critical Information Infrastructure
Protection Regulations ( (B B ILHERLIE 2 2R 15EH]) ), which came into effect on
September 1, 2021. Pursuant to the Critical Information Infrastructure Protection Regulations,

critical information infrastructure means any network facilities and information systems in
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important industries and fields, such as public communication and information services,
energy, transportation, water conservancy, finance, public services, e-government, and science,
technology and industry for national defense, that may seriously endanger national security,
national economy and people’s livelihood, and public interests in the event that they are
damaged or their data are leaked. The Critical Information Infrastructure Protection
Regulations stipulate that the aforementioned competent authorities and supervision and
administration authorities of important industries and fields are the authorities responsible for
critical information infrastructure security protection. Such agencies shall be responsible for
organizing the determination of critical information infrastructure in the industry and field
concerned according to the determination rules, inform the operators of the determination
results in a timely manner, and notify the public security department under the State Council
of the same. An operator shall assume strict operator responsibilities after being recognized as

a critical information infrastructure operator.

The Network Data Regulation ( (H#EEIEZZEEIKH) )

On September 24, 2024, the State Council released the Network Data Regulation ( <%
AEEIE L R EINA) ) (the “Network Data Regulation”), which came into force on January
1, 2025. The Network Data Regulation introduces several key obligations, including requiring
network data handlers to specify the purpose and method of personal information processing,
as well as the types of personal information involved, before any personal information is
handled. It also clarifies definitions for important data, outlines the obligations of those
handling important data, establishes broader contractual requirements for data sharing between
data handlers, and introduces a new exemption for regulatory obligations regarding cross-
border data transfers.

The Measures for Cybersecurity Review ( (##ELZE2EERWL) )

On December 28, 2021, the Cyberspace Administration of China (473 A R AN B % 0
4815 EF/A %) (the “CAC”) and other thirteen PRC regulatory authorities jointly revised
and promulgated the Measures for Cybersecurity Review ( (HI#ELEFTEIL) )
(the “Cybersecurity Review Measures”), which became effective on February 15, 2022. The
Cybersecurity Review Measures provides that, among others, (i) critical information
infrastructure operators that purchase network products and services or network platform
operators that engage in data processing activities that affect or may affect national security
shall be subject to the cybersecurity review by the Cybersecurity Review Office, the
department which is responsible for the implementation of cybersecurity review under the
CAC; (ii) network platform operators with personal information data of more than one million
users that seek for listing in a foreign country are obliged to apply for a cybersecurity review
by the Cybersecurity Review Office; and (iii) the relevant regulatory authorities may initiate
cybersecurity review if such regulatory authorities determine that the enterprise’s network
products or services, or data processing activities affect or may affect national security.
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The Provisions on Facilitating and Regulating Cross-Border Data Flows ( {{€# f# & &5
EERBEE) )

On March 22, 2024, the Cyberspace Administration of China (the “CAC”) promulgated
the Provisions on Facilitating and Regulating Cross-Border Data Flows ( it #EF1 K & 8 5
BREHE) ), which came into effect on the date of publication. The Provisions on
Facilitating and Regulating Cross-Border Data Flows update the Measures for Cross-border
Data Transfer Security Assessment and the Measures for the Standard Contract for the
Cross-border Transfer of Personal Information previously implemented by the CAC. This
provision first specifies the criteria for declaring important data for cross-border transfer
security assessment. Secondly, it specifies the conditions for data cross-border transfer that are
exempted from declaring the security assessment of cross-border data transfer, signing and
filing a Standard Contract for the Cross-border Transfer of Personal Information, and applying
for Personal Information Protection Certification. Third, it establishes a negative list system
for pilot free trade zones. Fourth, adjusting the conditions for data cross-border transfer that
should be declared for the security assessment of cross-border data transfer, signing and filing
a Standard Contract for the Cross-border Transfer of Personal Information, and applying for
Personal Information Protection Certification. Fifth, the validity period of the results of the
security assessment of cross-border data transfer should be extended, and the provision that
data processors may apply for an extension of the validity period of the assessment results
should be made.

Laws and Regulations on E-commerce and Online Transaction
The E-Commerce Law of the PRC ( (FEAREFEEFREHKZL) )

According to the E-Commerce Law of the PRC ( % A\ RILANEH & FRE%57%) ), which
was promulgated by the SCNPC on August 31, 2018 and came into effect on January 1, 2019,
E-Commerce refers to business activities of sale of goods or provision of services through
Internet and other information network while E-commerce business operators refer to natural
persons, legal persons and other non-legal-person organisations that engage in business
activities of sale of goods or provision of services through Internet and other information
network. E-commerce operators shall complete the market entity registration (unless no such
registration is required by laws and administrative regulations) and obtain the relevant
administrative licenses for conducting those operational activities which are required by law to
obtain administrative licenses.

Commodities sold or services offered by e-commerce operators shall meet the
requirements to protect personal and property safety and the environmental protection
requirements, and e-commerce operators shall not sell or provide any commodity or service
prohibited by laws and administrative regulations. E-commerce platform operators who know
or should have known that the goods sold or services provided by the operators within the
platform do not meet the requirements for ensuring personal and property safety, or if there are
other acts that infringe upon the legitimate rights and interests of consumers, and have not
taken necessary measures, shall bear joint and several liabilities with those operators. The
authorities may order these e-commerce platform operators to rectify within a specified period
or to suspend business operations, and may impose a fine of up to RMB2,000,000.
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The Measures for the Supervision and Administration of Online Transactions ( (##EXZ

EEEEWL) )

The Measures for the Supervision and Administration of Online Transactions ( {AJ%& 2
5 B BE PRIEE) ), enacted by the SAMR on March 15, 2021, and amended on March 18,
2025 with the amendments effective from May 1, 2025, regulate all business activities
involving sales of commodities or provision of services through the internet and other
information networks as well as the supervision and administration thereof by market
regulatory departments within the territory of mainland China. No online transaction business
may engage in business operations without a license or permit in violation of any law,
regulation or decision of the State Council. Except under the circumstances where registration
is not required as prescribed in Article 10 of the E-Commerce Law of the PRC, an online
transaction business shall undergo market entity registration in accordance with the law. In
addition, an online transaction business shall disclose commodity or service information in a
comprehensive, truthful, accurate and timely manner, and protect consumers’ right to know and
right to choose.

The Administrative Provisions on Internet Live-Streaming Services ( ( BB EEREEE
HE) )

On November 4, 2016, the CAC issued Administrative Provisions on Internet Live
Streaming Services ( (EIBi4H B RBEBEHIE) ), which became effective on December 1,
2016. Under the Administrative Provisions on Internet Live Streaming Services, “internet live
streaming” refers to the activities of continuously releasing real-time information to the public
based on the internet in forms such as video, audio, images and texts, and “internet
live-streaming service providers” refers to the operators that provide internet live-streaming
platform services. In addition, the internet live-streaming service providers shall take various
measures when operating its services, such as examining and verifying the authenticity of the
identification information and file this information for record.

Guiding Opinions of the State Administration for Market Regulation on Strengthening the
Supervision of Live Streaming Marketing Activities ( {5 EEL BERINEFHEEEEH
EEEENIEERR) )

On November 5, 2020, the SAMR issued Guiding Opinions of the State Administration
for Market Regulation on Strengthening the Supervision of Live Streaming Marketing
Activities ( (T35 B SR B IR A AR ELIR S BE B B I0IE R L) ) (the “Guiding
Opinions on the Supervision of Live Streaming Marketing Activities”), which came into
effect on the same day. According to the Guiding Opinions on the Supervision of Live
Streaming Marketing Activities, the legal responsibilities of relevant entities shall be specified,
the conduct of live streaming marketing shall be strictly regulated, and the illegal acts in live
streaming marketing shall be investigated and punished.
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The Measures for the Administration of Live Streaming Marketing (for Trial
Implementation) ( (FEEBELHEEILHAT)) )

On April 16, 2021, the CAC, Ministry of Public Security, the Ministry of Commerce,
Ministry of Culture and Tourism, the State Taxation Administration, the SAMR, the National
Radio and Television Administration jointly issued the Measures for the Administration of Live
Streaming Marketing (for Trial Implementation) ( {H#% B #5888 HIHELEGUT) )
(“Administration of Live Streaming Marketing (for Trial Implementation)”), which came
into effect on May 25, 2021. The Administration of Live Streaming Marketing (for Trial
Implementation) shall apply to commercial activities of marketing in the form of live streaming
by video, live streaming by audio, live streaming with photos and words or a combination of
multiple live streaming forms through Internet websites, applications, and mini programs,
among others, within the territory of the PRC. Whoever engages in live streaming marketing
activities shall abide by laws and regulations, follow public order and good morals, observe
business ethics, adhere to correct orientation, and carry forward socialist core values, so as to

create a sound network ecology.
Laws and Regulations Relating to Import and Export Goods

Foreign Trade Law of the PRC ( (MEARENEEHIEF L) )

According to the Foreign Trade Law of the PRC ( {3 A\ RILFNEHINE 515) ) (the
“Foreign Trade Law”) promulgated by the SCNPC on May 12, 1994, and subsequently
amended on April 6, 2004, November 7, 2016 and December 30, 2022, foreign trade business
operators engaging in the import or export of goods or technology must go through the record
filing and registration formalities with the MOFCOM or the agency entrusted by the
MOFCOM.

Customs Law of the PRC ( {HEAREFEEET L) )

Pursuant to the Customs Law of the PRC ( ("% AR ILAE G F %) ) promulgated by
the SCNPC on January 22, 1987 and amended on July 8, 2000, June 29, 2013, December 28,
2013, November 7, 2016, November 4, 2017 and April 29, 2021, unless otherwise stipulated,
the declaration of import and export goods may be made by consignees and consignors
themselves, and such formalities may also be completed by their entrusted customs brokers that
have registered with the Customs. The consignees and consignors for import or export of goods
and the customs brokers engaged in customs declaration shall file for record with the Customs

in accordance with the laws.

Administrative Provisions of the Customs of the People’s Republic of China on Record-filing
of Customs Declaration Entities ( (PEAREFESHABRBENVHEREERE) )

Pursuant to the Administrative Provisions of the Customs of the People’s Republic of
China on Record-filing of Customs Declaration Entities ( "3 A [0 [ s B e A B0 4 52
EHBE) ) promulgated by the General Administration of Customs of the PRC on November
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19, 2021 which came into effect on January 1, 2022, the term “customs declaration entities”
pertains to consignees and consignors of import and export goods, as well as customs
declaration enterprises officially registered with the customs authorities. Entities seeking
recordation are required to hold valid market entity qualifications. Specifically, importers and
exporters must also possess records as foreign trade operators. The recordation status of
customs declaration entities is of a permanent nature, while temporary recordation holds a
validity period of one year. Upon expiration, entities are entitled to reapply for recordation.

Law of the PRC on Import and Export Commodity Inspection and its Implementation
Regulations ( (PEARKXMEEL OB mREZE) RABKEH)

According to the Law of the PRC on Import and Export Commodity Inspection ( {713
N RSN B 4 11 R A 8872:) ) which was promulgated by the SCNPC on February 21, 1989
and implemented on August 1, 1989, and last revised on April 29, 2021, and the
Implementation Regulations on the Law of the PRC on Import and Export Commodity
Inspection (2 A BALFNEAE B 11 A5 2 B e ) ) which was promulgated by the
State Council on August 31, 2005 and implemented on December 1, 2005, and last revised on
March 29, 2022, the General Administration of Customs is responsible for inspection of import
and export commodities. The entry-exit inspection and quarantine authorities shall conduct
inspection on the import and export commodities listed in the catalogue and other import and
export commodities that shall be subject to the inspection of the entry-exit inspection organs
as prescribed by laws and administrative regulations. For the import and export commodities
other than those that are subject to statutory inspection by the entry-exit inspection and
quarantine authorities as mentioned above, the entry-exit inspection and quarantine authorities
may conduct random inspection in accordance with state regulations. No import commodity
subject to statutory inspection that has not been inspected could be sold or used. No export
commodity subject to statutory inspection that has not been inspected or fails to pass the
inspection could be exported.

Regulation of the People’s Republic of China on the Administration of the Import and
Export of Goods ( (FEARREFAEEWE L OEEKRH) )

The Regulations of the People’s Republic of China on the Administration of the Import
and Export of Goods ( (H#E A RILHE TP O HEH]) ) (the “Regulations on the
Administration of the Import and Export of Goods”) was issued by the State Council on
December 10, 2001 and most recently amended on March 10, 2024 with effect as of May 1,
2024. The Regulations on the Administration of the Import and Export of Goods shall be
observed in the importation of goods to within the customs boundary of the People’s Republic
of China or exportation of goods to beyond the customs boundary of the People’s Republic of
China. Unless clearly provided in laws or administrative regulations to forbid or restrict the
import or export of goods, no entity or individual may establish or maintain prohibitive or

restrictive measures over the import or export of goods.

- 136 -



REGULATORY OVERVIEW

The Measures for the Record and Registration of Foreign Trade Operators ( (¥15NE L&
EHERETIZE) )

According to the Measures for the Record and Registration of Foreign Trade Operators
( CHINE 5 88 FH W RERCHEE) ) which was promulgated by the MOFCOM on June 25,
2004, implemented on July 1, 2004, and subsequently revised on August 18, 2016,
November 30, 2019 and May 10, 2021, foreign traders engaging in import and export of goods
or technology shall complete the filing and registration with the MOFCOM or its delegated
agencies. Where a foreign trade operator fails to complete the filing and registration, the
customs will refuse to handle customs declaration and the clearance of goods imported or
exported by the operator. However, with reference to the notice on the Unified Platform of the
Business System of the MOFCOM, according to the Decision on Amending the Foreign Trade
Law of the PRC ( (BN E ek <rhaE A RILFI B AMNE 515> 1P E) ) made by the SCNPC on
December 30, 2022, foreign traders engaged in the import and export of goods or technologies
were not required to go through the filing and registration procedures from December 30, 2022.

Laws and Regulations Relating to Anti-unfair Competition

The PRC Anti-monopoly Law ( {FEARXFE REEL) )

The PRC Anti-monopoly Law ( (13N RIEAE L) ) was promulgated by
SCNPC on August 30, 2007, took effect on August 1, 2008 and was amended on June 24, 2022
and such amendment took effect on August 1, 2022, the relevant operators of a concentration
of undertakings which reaches the standard for declaration shall make an advance declaration
to the anti-monopoly law enforcement authority under the State Council and it prohibits
monopolistic conduct, such as entering into monopoly agreements, abuse of dominant market
position and concentration of undertakings that have the effect of eliminating or restricting
competition. The revised Anti-monopoly Law provides, among others, that business operators
shall not use data, algorithms, technology, capital advantages and platform rules to exclude or
limit competition, and also requires relevant government authorities to strengthen the
examination of concentration of undertakings in areas related to national welfare and people’s
well-being, and enhances penalties for violation of the regulations regarding concentration of
undertakings.

Anti-unfair Competition Law of the PRC ( (FEARRFBER FIEEHFL) )

According to the Anti-unfair Competition Law of the PRC ( (™ # A R IEANE SR IEE
WF%) ), or the Anti-unfair Competition Law, which was promulgated by the SCNPC on
September 2, 1993 and implemented on December 1, 1993, and last revised on April 23, 2019,
operators shall comply with the principle of voluntariness, equality, impartiality, integrity and
abide by laws and business ethics in market transactions. Under the Anti-unfair Competition
Law, unfair competition refers to an operator disrupts the market competition order and
damages the legitimate rights and interests of other operators or consumers in violation of the
provisions of the Anti-unfair Competition Law in the production and operating activities.
Operators who violate of the Anti-unfair Competition Law shall bear corresponding civil,
administrative or criminal responsibilities depending on the specific circumstances.
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Laws and Regulations Relating to Environment Protection and Product Disposal
Environmental Protection Law of the PRC ( (FEARRFEREREZL) )

Pursuant to the PRC Environmental Protection Law ( /¥ A\ RILAIB RS RELE) )
promulgated on December 26, 1989 and came into effect on the same day, latest amended on
April 24, 2014 and came into effect on January 1, 2015, the waste discharge licensing system
has been implemented in the PRC and entities that discharge wastes shall obtain a Waste
Discharge License (PEi5#FAI#). Furthermore, facilities for the prevention and control of
pollution at a construction project shall be designed, constructed and put into operation
simultaneously with the major construction works of the construction project. Environmental
protection authorities impose various administrative penalties on persons or enterprises in
violation of the Environmental Protection Law. Such penalties include warnings, fines, orders
to rectify within a prescribed period, orders to cease construction, orders to restrict or suspend
production, orders to make recovery, orders to disclose relevant information or make an
announcement, imposition of administrative action against relevant responsible persons, and
orders to shut down enterprises. In addition, environmental organizations may also bring
lawsuits against any entity that discharges pollutants detrimental to the public welfare.

Environmental Impact Assessment Law of the PRC ( (HEANRRFERBZEFTEL) )

Pursuant to the Environmental Impact Assessment Law of the PRC ( {2 A\ [ [E] B
HBEHE ) ) promulgated on October 28, 2002, came into effect on September 1, 2003 and
latest amended on December 29, 2018, the State implements administration by classification
on the environmental impact of construction projects according to the level of impact on the
environment. The construction unit shall prepare an environmental impact report or an
environmental impact form or complete an environmental impact registration form (the
“Environmental Impact Assessment Documents”) for reporting and filing purposes. If the
Environmental Impact Assessment Documents of a construction project have not been
reviewed by the approving authority in accordance with the law or have not been granted
approval after the review, the construction unit is prohibited from commencing construction

works.

The Regulations on Urban Drainage and Sewage Disposal ( {#EBEKETKEEIRB) )
and the Measures for the Administration of Permits for the Discharge of Urban Sewage into
the Drainage Network ( (3SESKHEABEKEHF I EEIL) )

Enterprises that engage in the activities of industry, construction, catering, and medical
treatment, etc. that discharges sewage into urban drainage facilities shall apply to the relevant
competent urban drainage department for the permit for discharging sewage into drainage
pipelines under relevant laws and regulations, including the Regulations on Urban Drainage
and Sewage Disposal ( (HEEPEKELI5 K EEIMEA) ), which was promulgated on October 2,
2013 and came into force on January 1, 2014, and the Measures for the Administration of
Permits for the Discharge of Urban Sewage into the Drainage Network ( (3#i5 7K HEAPEK
EHF T HAHEL) ), which was promulgated on January 22, 2015 and last amended on
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December 1, 2022 and took effect on February 1, 2023. Drainage entities covered by urban
drainage facilities shall discharge sewage into urban drainage facilities in accordance with the
relevant provisions of the State. Where a drainage entity needs to discharge sewage into urban
drainage facilities, it shall apply for a drainage license in accordance with the provisions of
these Measures. The drainage entity that has not obtained the drainage license shall not
discharge sewage into urban drainage facilities.

The Interim Measures on Administration of Environmental Protection for Acceptance
Examination Upon Completion of Construction Projects ( (ZZ3RHE B % TIRZRER K E T
WE) )

Pursuant to the Interim Measures on Administration of Environmental Protection for
Acceptance Examination Upon Completion of Construction Projects ( (EEIHH % TEIG IR
FEERICET 1T HF%) ) which was promulgated on November 20, 2017 and came into effect on the
same day, the construction unit is the responsible party for the acceptance of the environmental
protection facilities for the completion of the construction project, and shall, in accordance
with the procedures and standards stipulated in relevant regulations, organize the acceptance
of the environmental protection facilities, prepare the acceptance report, disclose the relevant
information, accept social supervision, ensure that the environmental protection facilities to be
constructed for the construction project are put into operation or used at the same time as the
main project, and be responsible for the truthfulness, accuracy and completeness of the
acceptance content, conclusions and information disclosed, and shall not falsify the acceptance
process. The major construction works of the construction project cannot be put into operation
until the supporting facilities for environmental protection pass the inspection.

The Regulations on the Administration of Construction Project Environmental Protection

(2017 Amendment) ( (ZERE B BRIBEREEEKRS) (20171577))

On July 16, 2017, the State Council issued The Regulations on the Administration of
Construction Project Environmental Protection (2017 Amendment) ( CEERCIH H BRI AR 4 1
&) (201715%7)) (the “Regulations on the Administration of Construction Project
Environmental Protection”), which came into effect on October 1, 2017. The Regulations on
the Administration of Construction Project Environmental Protection shall be applicable to
building of construction projects having impacts on the environment within the territory of the
People’s Republic of China and other territorial sea areas under the jurisdiction of the People’s
Republic of China. Pursuant to Regulations on the Administration of Construction Project
Environmental Protection, the state practices classified control over construction project
environmental protection in accordance with the extent of environmental impact of
construction projects in pursuance of the following provisions: (1) a report on environmental
impact should be compiled for a construction project that may cause major impact on the
environment, giving comprehensive and detailed evaluation of the pollution generated and
environmental impact caused by the construction project; (2) a statement on environmental
impact should be compiled for a construction project that may cause light impact on the
environment, giving analysis or special-purpose evaluation of the pollution generated and
environmental impact caused by the construction project; and (3) a registration form should be
filled out and submitted for a construction project that has slight impact on the environment
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and necessitates no environmental impact evaluation. The catalogue for the categorized
management of environmental impact assessment of construction projects shall be developed
and published by the environmental protection administrative department of the State Council
on the basis of organizing experts to conduct demonstration and soliciting opinions of the
relevant departments, industry associations, enterprises and public institutions and the public.

The Regulations on The Administration of Pollutant Discharge Licensing ( (BESHF I EE
1&41) ) And the Catalog of Classified Administration of Pollutant Discharge License for
Stationary Pollution Sources (2019 Version) ( {BlESRIRHTHF I 7 EBEE Z#2019F
1)) )

Pursuant to the Regulations on the Administration of Pollutant Discharge Licensing ( {#F
V5 T A E B H]) ), which was promulgated by the State Council on January 24, 2021 and took
effect on March 1, 2021, the enterprises, public institutions and other producers and operators
(hereinafter referred to as the “pollutant discharge entities”) included in the classified
management catalog of pollutant discharge permits for stationary sources of pollution shall
apply for and obtain a pollutant discharge permit within the prescribed time limit; and those
not included in the catalog are not required to do so for the time being. According to the
Catalog of Classified Administration of Pollutant Discharge License for Stationary Pollution
Sources (2019 Version) ( [& 53R PETS 77l /08U #4 Bk (20194 /i) ) issued by the
Ministry of Ecology and Environment on December 20, 2019, key management, simplified
management and registration management of pollutant discharge permits are implemented
according to factors such as the amount of pollutants generated, the amount of emissions, the
degree of impact on the environment, etc, and only pollutant discharge entities that implement
registration management do not need to apply for a pollutant discharge permit.

Energy Conservation Law of the People’s Republic of China ( (FFEARHXFIEE#IEER
ED))

Pursuant to the Energy Conservation Law of the People’s Republic of China ( {H%#E A
RALAE i A BEVRI%) ) (the “Energy Conservation Law”) promulgated by SCNPC on
October 26, 2018, energy conservation is a basic national policy of China. The State
implements an energy development strategy of giving consideration to conservation and
development simultaneously, and placing top priority on conservation. It’s prohibited to
produce, import or sell energy consuming products and equipment that are explicitly eliminated
by the State or are inconsistent with compulsory energy efficiency standards; and it is
prohibited to use energy consuming equipment or productive techniques that are explicitly
eliminated by the State. Manufacturers and importers shall be responsible for the energy
efficiency labels they affix and the accuracy of relevant information. It is prohibited to sell
those products that should be but have not been affixed with energy efficiency labels. If any
entity produces, imports or sells energy consuming products and equipment inconsistent with
compulsory energy efficiency standards, the market regulatory department shall order it to stop
production, importing and sales, confiscate the energy consuming products and equipment that
are illegal produced, imported and sold as well as the illegal proceeds, and simultaneously
impose a fine of one time up to five times the illegal proceeds; and where the circumstances
are serious, revoke the business license of that entity.
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Announcement on Matters Related to the Suspension of the Collection of Waste Electrical
and Electronic Products Processing Fund ( (BRFHEEESEFEREEESEHEE
HRED )

On December 20, 2023, the MOF, the Ministry of Ecology and Environment, the NDRC
and the Ministry of Industry and Information Technology promulgated the Announcement on
Matters Related to the Suspension of the Collection of Waste Electrical and Electronic Products
Processing Fund ( (BHAMEREBE SR E T & MEHE S A B FEHEMN/AE) ). Starting from
January 1, 2024, the collection of funds for the disposal of waste electrical and electronic
products will be suspended, and as of December 31, 2023, for waste electrical and electronic
products that have been processed and have not yet been subsidized in accordance with the
Management Measures for the Collection and Use of Waste Electrical and Electronic Product
Processing Funds ( {JEEFETE 4 75 7 78 i & S S B0 A& 315 ) ) and other regulations,
subsidies will be provided by the central government’s allocation of funds. Moreover, starting
from January 1, 2024, newly processed waste electrical and electronic products will no longer
be subject to the subsidy policy of the Waste Electrical and Electronic Product Processing
Fund. The central government will allocate special funds to continue supporting the disposal
activities of waste electrical and electronic products listed in the Catalogue of Waste Electrical
and Electronic Products Disposal ( {BEFETE 5 T G & H #%) ), with specific measures to
be clarified separately.

Laws and Regulations on Fire Prevention and Production Safety

Fire Protection Law of the PRC ( (P EARHLHEERTL) ) and Interim Provisions on the
Administration of Fire Protection Design Review and Final Inspection of Construction

Projects ( (BRIEHGRITEERKREZETHRE) )

Pursuant to Fire Protection Law of the PRC ( {H#E AN RILFEVEBHIE) ), or the Fire
Protection Law, promulgated by SCNPC on April 29, 1998 with the latest amendment on April
29, 2021, the Emergency Management Authority of the State Council and its local counterparts
at or above county level shall monitor and administer the fire prevention affairs. The Fire and
Rescue Department of People’s Government are responsible for implementation. The Fire
Prevention Law provides that the fire prevention design or construction of a construction
project must conform to the national fire prevention technical standards (as the case may be).
According to the Interim Provisions on the Administration of Fire Protection Design Review
and Final Inspection of Construction Projects ( CEa% LARH Pk wl 25 & Ba s s 11 8LE ) ),
issued by the Ministry of Housing and Urban-Rural Development on April 1, 2020 and
effective on June 1, 2020, which was amended on August 21, 2023 and came into effect on
October 30, 2023, special construction projects as defined under such Interim Provisions on the
Administration of Fire Protection Design Review and Final Inspection of Construction Projects
shall conduct fire protection design review and fire protection final inspection, construction
projects other than such special construction projects shall file fire protection design and
acceptance of the project with competent authority.
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Production Safety Law of the PRC ( (P EANRRFAEZZEEL) )

Pursuant to the Production Safety Law of the PRC ( (1 #EANRIMLFBE L2 EEL) ),
(the “Production Safety Law”), promulgated by the SCNPC on June 29, 2002 and
implemented on November 1, 2002, and last revised on June 10, 2021, entities engaged in
production and business activities in mainland China shall comply with the Production Safety
Law and other laws and regulations related to production safety. Entities shall strengthen the
management, establish and improve responsibility systems and polices, improve conditions,
promote the development of production safety standards, and improve the production level to
ensure their production safety. The primary persons in charge of the production and operation
entities are fully responsible for the production safety of their entities. Violation of the
Production Safety Law may result in imposition of fines and penalties, suspension of operation,
an order to cease operation, or even criminal liability in severe cases.

Laws and Regulations on Land, Planning and Project Construction Land

The Land Administration Law of the PRC and its Implementation Regulations ( (FEAR
HAE L ETEE) kA

According to the Land Administration Law of the PRC ( ("3 A RILFNE] + Hb A L) )
promulgated by the SCNPC on June 25, 1986 and latest amended on August 26, 2019, and the
Regulations for the Implementation of the Land Administration Law of the PRC ( {3 A &
LRI L b PRI B MEMB) ) promulgated by the State Council on December 27, 1998 and
latest revised on July 2, 2021, the land in the PRC is either State-owned or collectively-owned.
Except for land which is legally owned by the State or has been expropriated as State-owned
according to law, all of the land is collectively-owned. The State-owned land use rights may
be used by third parties through grant, allocation, lease, capital contribution and other forms.
Third parties who have obtained the State-owned land use rights may legally use, profit from
and dispose of the State-owned land use rights within the statutory term of use and scope of

planned uses.
The Urban and Rural Planning Law of the PRC ( (HHEARHEMBEHHBHREL) )

According to the Urban and Rural Planning Law of the PRC ( {3 A\ [ ILHN BN ARRR
#3%) ) promulgated by the SCNPC on October 28, 2007 and latest amended on April 23,
2019, if the construction of buildings, structures, roads, pipelines and other projects is carried
out in the planned area of a city or a town, the construction entity or individual shall apply to
the competent authority of urban and rural planning of the people’s government of the city or
county or the people’s government of the town as determined by the people’s government of
the province, autonomous region or municipality directly under the Central Government for a

construction project planning permit.
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The Construction Law of the PRC ( (FEARHEMEZEEL) )

According to the Construction Law of the PRC ( (H3#EARIHAEEEL) )
promulgated by the SCNPC on November 1, 1997 and latest amended on April 23, 2019, prior
to the commencement of construction work, the construction entity shall apply to the
competent construction administrative authority of the people’s government at or above the
county level where the project is located for a construction permit in accordance with the
relevant provisions of the State, except for small-scale projects under the quota as determined
by the construction administrative authority under the State Council. A construction project
shall be delivered for use only after it has passed the acceptance examination. A construction
project shall not be delivered for use without conducting or passing the acceptance

examination.
Laws and Regulations Relating to Taxation

The Enterprise Income Tax Law of the PRC and its Implementation Rules ( {FPEARHA
B 50 %) RABHEKA)

The Enterprise Income Tax Law of the PRC ( (e N R SLATE A ST A9 R L) )
promulgated by the NPC on March 16, 2007, effective on January 1, 2008 and amended on
February 24, 2017 and December 29, 2018, as well as the Implementation Rules of the
Enterprise Income Tax Law of the PRC ( e N R LA A ZE T AR B IE E R )
promulgated by the State Council on December 6, 2007, and most recently amended on
December 6, 2024 and effective on January 20, 2025, are the principal law and regulation
governing enterprise income tax in the PRC. According to the Enterprise Income Tax Law and
its implementation rules, enterprises are classified into resident enterprises and non resident
enterprises. Resident enterprises refer to enterprises that are legally established in the PRC, or
are established under foreign laws but whose actual management bodies are located in the PRC.
And non-resident enterprises refer to enterprises that are legally established under foreign laws
and have set up institutions or sites in the PRC but with no actual management body in the
PRC, or enterprises that have not set up institutions or sites in the PRC but have derived
incomes from the PRC. A uniform income tax rate of 25% applies to all resident enterprises and
non-resident enterprises that have set up institutions or sites in the PRC to the extent that such
incomes are derived from their set-up institutions or sites in the PRC, or such income are
obtained outside the PRC but have an actual connection with the set-up institutions or sites.
And non-resident enterprises that have not set up institutions or sites in the PRC or have set
up institutions or sites but the incomes obtained by the said enterprises have no actual
connection with the set-up institutions or sites, shall pay enterprise income tax at the rate of
10% in relation to their income sources from the PRC.
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The Interim Regulations of the PRC on Value-added Tax and its Detailed Rules ( (HHZEA
EHAEEZEHE TG RABHAA)

According to the Interim Regulations of the PRC on Value-added Tax ( ("% A RILAN
B HE(E BB 170 1) ), which was promulgated by the State Council on December 13, 1993 and
last revised on November 19, 2017, and the Detailed Rules for the Implementation of the
Interim Regulations of the PRC on Value-added Tax ( «H#E A A [0 338 (B A0 1 7 40 1) BT e
ABHI) ), which was promulgated by the MOF on December 25, 1993 and last amended on
October 28, 2011, entities and individuals that sell goods or labor services of processing, repair
or replacement, sell services, intangible assets, or immovables, or import goods within the
territory of mainland China are taxpayers of value-added tax (the “VAT”), and shall pay VAT
in accordance with law. Unless otherwise stipulated, the VAT rate is 17% for taxpayers selling
goods, labour services, or tangible movable property leasing services or importing goods; 11%
for taxpayers selling transportation, postal, basic telecommunications, construction, or
immovable leasing services, selling immovables, transferring land use rights, or selling or
importing specific goods; unless otherwise stipulated, 6% for taxpayers selling services or
intangible assets.

The Circular of the MOF and the STA on Adjusting Value-added Tax Rate ( (BfE(EE - B
BN AR IEEH B ERBEH) )

According to the Circular of the MOF and the STA on Adjusting Value-added Tax Rate
( CBABUES ~ BB A8 R BRI 97 8 (B BB R A28 A1) ), which was promulgated by the MOF and
the State Taxation Administration of The People’s Republic of China (the “STA”) on April 4,
2018 and became effective on May 1, 2018, the tax rates for the taxable sales or goods import
activity, which were subject to the tax rates of 17% and 11% respectively, were adjusted to 16%
and 10% respectively.

The Circular on Policies in Relation to the Deepening of Value-added Tax Reforms ( (B8R
FICBEHNEBARENAE) )

According to the Circular on Policies in Relation to the Deepening of Value-added Tax
Reforms ( CEARCIGERI SO A BEURAYA45) ), which was jointly promulgated by the
MOF, the STA and the General Administration of Customs on March 20, 2019, the tax rate of
16% and 10% originally applicable to general VAT taxpayers’ VAT taxable sales or goods
import shall be adjusted to 13% and 9%, respectively.

Laws and Regulations Relating to Foreign Exchange
The PRC Foreign Currency Administration Rules ( { FE A B B IMNE EEFH) )

According to the PRC Foreign Currency Administration Rules ( (% A RN S e 4
MBI ) promulgated on January 29, 1996 and amended from time to time, the RMB is
generally freely convertible for current account items, including the distribution of dividends,
trade and service related foreign exchange transactions, but not for capital account items, such
as direct investment, loan, repatriation of investment and investment in securities outside the
PRC, unless the prior approval of the SAFE or its designated banks is obtained.
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The Notice on Reforming and Regulating Policies on the Control over Foreign Exchange
Settlement of Capital Accounts ( (BIXIMEEE BB KRENREBEZELRIEE #ZE EEB RN
BEBA) )

According to the Notice of the State Administration of Foreign Exchange on Reforming
and Regulating Policies on the Control over Foreign Exchange Settlement of Capital Accounts
( KBS AR B Bl J7 i AR R AN TH H &5 T PEIECR 928 0) ) promulgated by  State
Administration of Foreign Exchange (the “SAFE”) on June 9, 2016, and amended on
December 4, 2023, the settlement of foreign exchange receipts under the capital account
(including but not limited to foreign currency capital and foreign debts) that are subject to
discretionary settlement as already specified by relevant policies may be handled at banks
based on the domestic institutions’ actual requirements for business operation. The ratio of the
discretionary exchange rate of foreign exchange receipts under domestic capital account is
tentatively set at 100%. The SAFE may adjust the above ratio in due course according to the
balance of payment status.

The SAFE Circular on Further Promoting Cross-border Trade and Investment Facilitation

( (ENEERFBHERE - S REFEEZREEFMEREH) )

According to the SAFE Circular on Further Promoting Cross-border Trade
and Investment Facilitation ( CBIZIMEE 5 B — R 3 85 55 & &) BO& (8 AL 1) 48
1) ) which was promulgated on October 23, 2019 and amended on December 4, 2023,
foreign-invested enterprises engaged in non-investment business are permitted to settle foreign
exchange capital in RMB and make domestic equity investments with such RMB funds
according to law on the condition that the current Negative List are not violated and the
relevant domestic investment projects are genuine and in compliance with laws.

The Notice on Issues Relating to the Administration of Foreign Exchange in Fund-raising
and Return Investment Activities of Domestic Residents Conducted via Offshore Special
Purpose Companies ( (BIRIIMNEEEBBERENEREBENGHENATMERRERE
INEEHEEREEERNEH) ) and the Circular of the SAFE on Foreign Exchange
Administration of Equity Financing and Round-Trip Investments by Domestic Residents via
Special Purpose Vehicles ( (BIZX/MEEEBBRERNERABEBFHKE WA GEIIMRBERIE
BRENMNEESEBBEREBABEH) )

In October 2005, SAFE issued the Notice on Issues Relating to the Administration of
Foreign Exchange in Fund-raising and Return Investment Activities of Domestic Residents
Conducted via Offshore Special Purpose Companies ( €[4 i 4 3 Jm B A 55 A J RO A i 5
SMRFIR H B2 R VR SR RE B G S BLA B R Y3 RT) ) (the “Circular 757), which
became effective as of November 1, 2005, and was further supplemented by an implementing
notice issued on November 24, 2005. Under the Circular 75, domestic residents must register
with the relevant local counterparts of the SAFE prior to their establishment or control of an
offshore entity established for the purpose of overseas equity financing involving onshore
assets or equity interests held by them, and must also make filings with SAFE thereafter upon
the occurrence of certain material capital changes. The Circular 75 was replaced by the
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Circular of the SAFE on Foreign Exchange Administration of Equity Financing and
Round-Trip Investments by Domestic Residents via Special Purpose Vehicles ( 2% 7 ife 4 2
JRIBR A 5 A B AR B 2 m SR AN SRR B G SR BEA B A3 RT) ) (the
“Circular 37”), which was promulgated by the SAFE in July 2014. The term “domestic
residents” under Circular 37 is defined as PRC legal entities, other economic organizations,
PRC citizens holding PRC ID or non-PRC citizens habitually residing in China due to
economic interests. The Circular 37 requires domestic residents to register with SAFE or its
local branches in connection with their direct or indirect offshore investment activities.
Circular 37 further requires amendment to the SAFE registrations in the event of any changes
with respect to the basic information of the offshore special purpose vehicle, such as changes
of the offshore special purpose vehicle’s name and operational term, or any significant changes
with respect to the PRC individual shareholder, such as the increase or decrease of capital

contributions, share transfer or exchange, or mergers or divisions.

Laws and Regulations Relating to Employment and Social Welfare

The Labor Law of the PRC ( {FEAREAMEZENL) )

According to the Labor Law of the PRC ( % A\ R ILFEH 258 i%) ), or the Labor Law,
which was promulgated by the SCNPC in July 1994, effective on January 1, 1995, and most
recently amended in December 2018, an employer shall develop and improve its rules and
regulations to safeguard the rights of its workers. An employer shall develop and improve its
labor safety and health system, stringently implement national protocols and standards on labor
safety and health, conduct labor safety and health education for workers, guard against labor

accidents and reduce occupational hazards.

The PRC Labor Contract Law and its Implementation Regulations ( {FZE A B FEj % &)
BEZE) RABHKEA)

The Labor Contract Law of the PRC ( (¥ ARILAIEH S8 AR %) ), which was
promulgated by the SCNPC on June 29, 2007, effective on January 1, 2008, and most recently
amended in December 2012, and the Implementation Regulations on Labor Contract Law of the
PRC ( CrpEE N R ILRN R 45 8 A [R] 92 B g 191]) ), promulgated and became effective on
September 18, 2008, regulate both parties to a labor contract, namely the employer and the
employee, and contain specific provisions involving the terms of the labor contract. It is
stipulated by the Labor Contract Law and the Implementation Regulations on Labor Contract
Law that a labor contract must be made in writing. An employer and an employee may enter
into a fixed-term labor contract, an unfixed term labor contract, or a labor contract that
concludes upon the completion of certain work assignments, after reaching an agreement upon
due negotiations. An employer may legally terminate a labor contract and dismiss its
employees after reaching an agreement upon due negotiations with the employee or by
fulfilling the statutory conditions. Labor contracts concluded prior to the enactment of the
Labor Contract Law and subsisting within the validity period thereof shall continue to be
honored. With respect to a circumstance where a labor relationship has already been
established but no formal contract has been made, a written labor contract shall be entered into
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within one month from the effective date of the Labor Contract Law. In addition, the Labor
Contract Law also imposes requirements on the use of employees of temp agencies, who are
known in China as “dispatched workers.” Dispatched workers are entitled to equal pay with
fulltime employees for equal work. Employers are only allowed to use dispatched workers for

temporary, auxiliary or substitutive positions.
Laws and Regulations on Supervision over the Social security and Housing Funds

As required under the Regulation of Insurance for Labor Injury ( TAGPRBRMAT) ) first
implemented on January 1, 2004 and amended in 2010, the Provisional Measures for Maternity
Insurance of Employees of Corporations ( {{&2E0k LA F IRFRalAT#H1%) ) came into effect on
January 1, 1995, the Decisions on the Establishment of a Unified Program for Basic Old-Aged
Pension Insurance of the State Council ( BB BH A EE 37 48— 1A ZERk T FE AR 2 AR g il i
HIPRIE) ) issued on July 16, 1997, the Decisions on the Establishment of the Medical
Insurance Program for Urban Workers of the State Council ( B b B i 2 37 ik Be ik T 564
ERAR PR BEAI PR E ) ) promulgated on December 14, 1998, the Unemployment Insurance
Measures ( (RZELRFEEH]) ) promulgated on January 22, 1999, the Interim Regulations
Concerning the Collection and Payment of Social Insurance Premiums ( <ft & B 2
171f1) ) amended by the State Council and coming into effect on March 24, 2019 and the
Social Insurance Law of the PRC ( {3 A\ RILFNEH 4t € Bk ) ) which was released by the
SCNPC on October 28, 2010, came into force on July 1, 2011 and was then amended on
December 29, 2018, enterprises are obliged to provide their employees in the PRC with welfare
schemes covering basic pension insurance, unemployment insurance, maternity insurance,
work injury insurance and basic medical insurance. These payments are made to local
administrative authorities and any employer that fails to contribute may be fined and ordered
to make up within a prescribed time limit.

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

with the relevant provisions of the state.
Laws and Regulations Relating to Intellectual Property Rights

The Patent Law of the PRC and its Implementation Regulations ( {FFEAREFEEFIE)
RE&#HAA)

According to the Patent Law of the PRC ( (*¥#E ARILABEIHFE) ), which was
promulgated by the SCNPC on March 12, 1984 and implemented on April 1, 1985, and last
revised on October 17, 2020 and came into effect on June 1, 2021, and the Implementation
Regulations of the Patent Law of the PRC ( {H#E A RILA B AL ERGANHI) ), which was
promulgated by the State Council on June 15, 2001, implemented on July 1, 2001 and last
amended on December 11, 2023, with the latest amendment being effective on January 20,
2024, patents in mainland China are divided into invention patent, utility patent and design
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patent. Invention patent shall be valid for 20 years from the date of application, while utility
patent shall be valid for 10 years and design patent shall be valid for 15 years from the date
of application respectively. The patent right entitled to its owner shall be protected by the laws.
Any person shall be licensed or authorized by the patent owner before using such patent.
Otherwise, the use constitutes an infringement of the patent right.

The Trademark Law of the PRC and its Implementing Regulations ( (FEARENEFZE
) REB RS

Trademarks are protected by the Trademark Law of the PRC ( {1 #E A R LA B pi A2
i) ) which was issued by the SCNPC on August 23, 1982, came into effect on March 1, 1983
with latest amended on April 23, 2019, and became effective on November 1, 2019 and the
PRC Trademark Law Implementing Regulations ( <" #& A B H AN B g 55 B a1 ), which
was issued by the State Council on August 3, 2002, came into effect on September 15, 2002,
amended on April 29, 2014 and came into effect on May 1, 2014. The trademark bureaus under
the State Administration for Market Regulation are responsible for trademark registration and
authorizing registered trademarks for a validity period of 10 years. Trademarks may be
renewable every ten years where a registered trademark needs to be used after the expiration
of its validity period. Trademark registrants may license, authorize others to use their
registered trademark by signing up a trademark license contract. The trademark license
agreements shall be submitted to the trademark office for recording. For trademarks, trademark
law adopts the principle of “prior application” with respect to trademark registration. Where
a trademark under registration application is identical with or similar to another trademark that
has, in respect of the same or similar commodities or services, been registered or, after
preliminary examination and approval, this application for such trademark registration may be
rejected. Anyone applying for trademark registration shall not prejudice the existing right first
obtained by anyone else, or forestall others in registering a trademark which others have
already begun to use and which has “sufficient degree of reputation.”

The Copyright Law of the PRC ( {FEARBFBEZEIERZL) )

Pursuant to the Copyright Law of the PRC ( (H#EANRILFEEIEREL) ), or the
Copyright Law, promulgated by the SCNPC on September 7, 1990 and implemented on June
1, 1991, and last revised on November 11, 2020 and came into effect on June 1, 2021, Chinese
citizens, legal persons or other organizations shall, whether published or not, enjoy copyright
in their works, which include, among others, works of literature, art, natural science, social
science, engineering technology and computer software created in writing or oral or other
forms. A copyright holder shall enjoy a number of rights, including the right of publication, the
right of authorship and the right of reproduction.
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The Measures for the Registration of Computer Software Copyright and the Regulation on
Computers Software Protection ( (GTEMEHEFERETZIE) R (GTEBEMHRER
B )

Pursuant to the Measures for the Registration of Computer Software Copyright ( {FIH
BB VERE S 5CHF:) ) promulgated by the National Copyright Administration on February
20, 2002 and amended on June 18, 2004, and the Regulation on Computers Software Protection
( (EHEBEHOREMA]) ) amended by the State Council on January 30, 2013 and came into
effect on March 1, 2013, the National Copyright Administration is mainly responsible for the
registration and management of software copyright in mainland China and recognizes the
China Copyright Protection Centre as the software registration organization. The China
Copyright Protection Centre shall grant certificates of registration to computer software
copyright applicants in compliance with the regulations of the Measures for the Registration
of Computer Software Copyright and the Regulation on Computers Software Protection.

The Administrative Measures for Internet Domain Names ( ( BE#EEEEHL) )

According to the Administrative Measures for Internet Domain Names ( . §i 48544 &
D) ) promulgated by the Ministry of Industry and Information Technology, which was
issued on August 24, 2017 and came into effect on November 1, 2017, the Ministry of Industry
and Information Technology shall be responsible for managing internet network domain names
in the PRC. The principle of “first-to-file” is adopted for domain name services. The applicant
of domain name registration shall provide the agency of domain name registration with the
true, accurate and complete information relating to the domain name to be applied for, and sign
the registration agreements as well. Upon the completion of the registration process, the
applicant will become the holder of the relevant domain name.

Laws and Regulations on Securities and Overseas Listings

The Securities Law of the PRC ( {(HHEARHRFIEZESFL) )

The Securities Law of the PRC ( {H# A\ RILMEFEF71%) ) (hereinafter referred to as
the “PRC Securities Law”), which was amended by the SCNPC on December 28, 2019 and
came into effect on March 1, 2020, provides a series of provisions regulating, among other
things, the issue and trading of securities, takeovers by listed companies, securities exchanges,
securities companies and the duties and responsibilities of the State Council’s securities
regulatory authorities in the PRC, and comprehensively regulates activities in the PRC
securities market. The PRC Securities Law provides that a domestic enterprise must comply
with the relevant provisions of the State Council in issuing securities directly or indirectly
outside the PRC or listing and trading its securities outside the PRC. Currently, the issue and
trading of foreign issued shares are mainly governed by the rules and regulations promulgated
by the State Council and the CSRC.
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The Trial Administrative Measures of Overseas Securities Offering and Listing by Domestic

Companies ( (SBALEBIBRTERFAN LHEERATTIHE) )

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

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

The Provisions on Strengthening the Confidentiality and Archives Administration Related to
the Overseas Securities Offering and Listing by Domestic Enterprises ( B8 105855 A 13
B RITEZN L HHBERENEREETENKEE) )

On February 24, 2023, the CSRC and three other relevant government authorities jointly
promulgated the Provisions on Strengthening the Confidentiality and Archives Administration
Related to the Overseas Securities Offering and Listing by Domestic Enterprises ( <& il 58
BN SERT MR TRE S AN AR AR S A RAE T TAERIRRE) ), or the Provision on
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Confidentiality. Pursuant to the Provision on Confidentiality, where a domestic enterprise
provides or publicly discloses any document or material that involving state secrets and
working secrets of state agencies to the relevant securities companies, securities service
institutions, overseas regulatory authorities and other entities and individuals, it shall report to
the competent department with the examination and approval authority for approval in
accordance with the law, and submit to the secrecy administration department of the same level
for filing. The working papers formed within the territory of the PRC by the securities
companies and securities service agencies that provide corresponding services for the overseas
issuance and listing of domestic enterprises shall be kept within the territory of the PRC, and
cross-border transfer shall go through the examination and approval formalities in accordance
with the relevant provisions of the State.

LAWS AND REGULATIONS RELATED TO OUR BUSINESS IN MEXICO

The Mexico regulations that have a significant impact on our business are set out below:

Laws and Regulations Relating to Product Liability

The Federal Consumer Protection Law (“LFPC”) is the primary legislation regulating
product liability in Mexico. It aims to protect consumers’ rights and ensures that products meet
safety and quality standards. The following are some key provisions established by the LFPC:
(1) manufacturers, distributors, and sellers are liable for damage caused by defective or unsafe
products; (ii) sellers must provide accurate and clear information about the product, including
its proper use, risk and maintenance requirements; and (iii) products must comply with
applicable Mexican Official Standards (“NOMs”) for safety, labeling and performance.

Additionally, the Federal Consumer Protection Agency (“PROFECO”) is responsible for
overseeing compliance and may impose fines or mandate product recalls for violations.

Laws and Regulations Relating to the Environment

The General Law of Ecological Balance and Environmental Protection (“LGEEPA”) sets
the framework for sustainable development and environmental protection in Mexico. Some of
the dispositions relevant for air conditioners are the regulation of air emissions and pollution
from manufacturing facilities, the Environmental Impact Assessments (“EIA”) for facilities

engaged in manufacturing processes that could harm the environment.

The General Law for the Prevention and Comprehensive Management of Waste
(“LGPGIR”) governs the generation, handling, and disposal of waste, including hazardous
materials. Some of the dispositions relevant for air conditioners are the regulations regarding
proper disposal and recycling of components such as refrigerants and electrical waste, as well

as the requirements for manufacturers to implement waste management plans.
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LAWS AND REGULATIONS RELATED TO OUR BUSINESS IN JAPAN

The Japanese regulations that have a significant impact on our business are set out below:

Laws and Regulations Relating to the Environment

The Act on Rational Use and Proper Management of Fluorocarbons (“Fluorocarbon
Emission Control Act”) was implemented in April 2015, replacing the original Fluorocarbons
Recovery and Destruction Law to establish comprehensive management measures for
fluorocarbons throughout their lifecycle, from production to disposal. A revised version of the
Fluorocarbon Emission Control Law took effect on April 1, 2020.

The term “designated products” as designed by the Japanese government means products
in which considerable amounts of fluorocarbons are used, and upon the use, etc. of which it is
technically possible to promote reduction in emissions of fluorocarbons. For managers of class
I specified products (including commercial refrigeration and air conditioners), fluorocarbon
filling or recovery must be performed by authorized class I fluorocarbon filling and recovery
operators. When disposing of equipment, personnel must either transfer fluorocarbons directly
to a class I fluorocarbon filling and recovery operator or arrange recovery through equipment
companies who must then deliver to a class I fluorocarbon filling and recovery operator. This
process requires submission of recovery commission forms and other documentation under the
process management system.

LAWS AND REGULATIONS RELATED TO OUR BUSINESS IN THAILAND

The regulations in Thailand that have a significant impact on our business are set out
below:

Civil and Commercial Code

The Civil and Commercial Code of Thailand, as amended (the “CCC”), serves as a
cornerstone legal framework governing a broad spectrum of legal matters, including, but not
limited to, property law, corporate law, family law, inheritance law, contract law, and
commercial law. Corporate law, and particularly shareholding regulations, is one of the key
areas addressed by the CCC.

Foreign Business Act

Foreign Business Act B.E. 2542 (1999), as amended (the “FBA”), is the most important
law governing foreigners’ participation in businesses in Thailand. Although there is no limit to
the percentage of shares that foreign investors may own in a limited company, if half or more
than half of the company’s shares are held by non-Thai individuals and/or juristic persons, it
will be considered a foreign-majority-owned company and subject to the FBA. Under the FBA,
many business activities are restricted for foreign investors. Such business activities are
divided into 3 (three) lists, i.e., List 1, List 2, and List 3.
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List 3 includes, among others, all service businesses, wholesale, retail, etc. For the
restricted business activities indicated in List 3, a foreign-majority-owned company may apply
for a Foreign Business License (FBL) with the approval of the Foreign Business Committee,
the MOC.

Alternatively, a foreign-majority-owned company can opt to pursue a Foreign Business
Certificate (“FBC”), which is a notification process and not an approval process, instead of
applying for an FBL, if it meets the following qualifications: (1) it qualifies for protection
under an international treaty that Thailand has entered into, such as the Treaty of Amity and
Economic Relations between the United States and Thailand (“Thai-US Treaty of Amity”) in
respect of the US majority shareholders and directorship requirements; or (2) it obtains an
investment promotion from the Board of Investment (“BOI”) under the Investment Promotion
Act, B.E. 2520 (A.D.1977), as amended; or (3) it is located in an industrial estate, and it obtains
an operational license from the Industrial Estate Authority of Thailand (“IEAT”).

Generally, a manufacturing business (including the sale of the manufactured products) is
not a restricted business under List 1, 2, or 3 of the FBA, and therefore, a foreign-majority-
owned company can operate a manufacturing business, including the manufacturing of air
conditioners, without obtaining an FBL or an FBC.

Labor Laws

The principal laws that govern labor matters in Thailand are the CCC Sections 575-586
— Hire of Services, the Labor Protection Act B.E. 2541 (“LPA”), and certain other relevant
laws which primarily include: (1) The Labor Relations Act B.E. 2518 (1975), (2) The Act on
Establishment of Labor Courts and Labor Court Procedures B.E. 2522 (1979), (3) The
Provident Fund Act B.E. 2530 (1987), (4) The Social Security Act B.E. 2533 (1990), (5) The
Workmen’s Compensation Act B.E. 2537 (1994), (6) The Labour’s Skills Development Act
B.E. 2545 (2002), (7) The Persons with Disabilities Empowerment Act B.E. 2550 (1994), and
(8) The Emergency Decree on Foreigners’ Working Management B.E. 2560 (2017).

The CCC sets out the principles of the contractual relationship between the employer and
the employee. The Labor Relations Act provides for the supervision of the establishment of
labor unions and other similar employer and employee associations, including their
administration. The Act on Establishment of Labor Courts and Labor Court Procedures was
enacted to establish the Labor Courts and their procedures, as well as to protect employees in
circumstances of unfair termination. The Emergency Decree on Foreigners’ Working
Management requires foreign nationals to obtain work permits prior to working in Thailand.
This Act and the accompanying Royal Decree designate certain occupations that foreign
nationals are excluded from undertaking. The present list contains 40 occupations that are
prohibited for foreigners.
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Consumer Protection Act B.E. 2522 (1979)

The Consumer Protection Act B.E. 2522 (1979) was promulgated on April 30, 1979. It
was last amended by the Consumer Protection Act (No. 4) B.E. 2562 (2019) on May 24, 2019.
The CPA’s role is to provide regulatory control over products and services in general. The CPA
granted the following protection rights' to consumers: (1) the right to information, including
correct and adequate description of the quality of the goods or services; (2) the right to enjoy
freedom with respect to the selection of goods or services; (3) the right to be afforded safety
in respect to the use of the goods or services; (4) the right to fairness in concluding contracts;
and (5) the right to have injuries considered and compensated for.

Provided that all these issues shall be as provided by the law on the particular matter, or
by this Act, to secure and provide such protection, the CPA has also established a Consumer
Protection Board (“CPB”) to supervise consumer-related cases. The roles and responsibilities
of the CPB have been segregated into four (4) different committees, which are, namely: (i) the
Committee on Advertisement; (ii) the Committee on Safety of Goods and Services; (iii) the

Committee on Labels; and (iv) the Committee on Contracts.

1 Section 4 of CPA as amended by the Consumer Protection Act (No. 4) B.E. 2562 (2019).
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OVERVIEW

We are one of the global top five air conditioner providers, with capabilities covering the

design, R&D, production, sales and related services of household and central air conditioners.

We capture opportunities in the global air conditioner industry with market size of
RMB1,312.8 billion in 2024. Our history dates back to 1994 when our founder, Mr. ZHENG
Jianjiang, established our business in the air conditioning sector. Over the past 30 years, our

operations have expanded from China to the world, covering over 150 countries and regions

worldwide. For details of Mr. ZHENG Jianjiang’s relevant industry experience, please see the

section headed “Directors and Senior Management” of this prospectus.

MILESTONES

The following table summarizes various key milestones in our corporate and business

development.

Year

Milestone

2017-2018 . ..

We launched the brand “AUX” and commenced our business in air
conditioning industry.

We began to establish our presence in overseas markets.

We published the “Air Conditioner Cost White Paper (%84
#),” enhancing the transparency of cost structure within the air

conditioners industry.
We expanded into the central air conditioner segment.

We began to promote and sell our products through e-commerce
channels.

We established the Ma’anshan Intelligent Household Air Conditioner
Industry Park (f5#%IL%AE% M 229 & 2£[#) in Anhui Province, being
another major production base of our Group after Ningbo and
Nanchang.

We adopted the online retail model and launched our “Hello AUX” app.
We established our R&D center in Japan which integrates worldwide

consumer demands and cutting-edge technology trends to form a
product innovation and talent development hub.
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Year Milestone
We established a production facility in Thailand, which allowed us to
better integrate global needs and market trends.

2021 ....... We became the official exclusive supplier of air conditioners for the
19th Asian Games in Hangzhou.

2023-2024 ... We established a strategic partnership with Panasonic regarding the

research and production of compressor, which is a core component for
our products, to further enhance our competitive advantage in the
integrated industrial chain.

We established overseas sales companies and local teams in Malaysia,
Thailand, the U.S., the UAE, Vietnam and Saudi Arabia, thereby
continuously accelerate the layout of our self-owned brands overseas.

OUR MAJOR SUBSIDIARIES

Below are the major subsidiaries that made material contributions to our results of

operations during the Track Record Period and up to the Latest Practicable Date.

Date of
establishment and
commencement of Place of
Name business establishment Principal business activities
Ningbo AUX June 24, 2003 PRC R&D, manufacturing, production
Electric .. ... .. and sales of central air
conditioners
AUX Import & November 10, PRC Overseas sales of air conditioners
Export . ....... 1997
Nanchang AUX ... October 17, PRC Manufacturing and production of
2003 household air conditioners
AUX Home February 28, PRC Sales of air conditioners in the
Appliances.. . . .. 2012 domestic market
AUX Information . May 14, 2015 PRC Online sales of air conditioners
in the domestic market
Zhuhai Tuoxin. ... June 29, 2016 PRC R&D of air conditioner

technology
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Date of
establishment and
commencement of Place of
Name business establishment Principal business activities
AUX Air December 8, PRC R&D, manufacturing, production
Conditioner . . .. 2016 and sales of household air
conditioners
Huajie Trade . . . .. June 23, 2017 PRC Procurement of raw materials for
air conditioner production
Anhui AUX . ..... November 2, PRC Manufacturing and production of
2017 household air conditioners
Xtron Thailand ... September 24, Thailand Manufacturing and production of
2018 household air conditioners

For details of the principal activities of the other subsidiaries of our Group, see Note 1
to the Accountants’ Report as set out in Appendix I to this prospectus.

MAJOR CORPORATE DEVELOPMENTS AND PRE-IPO REORGANIZATION OF
OUR GROUP

Early Development

Our history can be traced back to 1994 when our predecessor company, Ningbo AUX
Electrical Appliance Factory (%% H 5w li B #5MK), currently known as Ningbo Aosheng, was
established in the PRC by our founder, Mr. ZHENG lJianjiang.

On June 24, 2003, Ningbo AUX Electric was established as a company with limited
liability in the PRC as the holding company of our central air conditioning business.
Immediately upon the establishment, Ningbo AUX Electric was owned as to 60% by AUX
Group and 40% by Ao Tai, respectively.

From June 2004 to July 2015, Ningbo AUX Electric underwent a series of capital
injections and equity transfers, upon which Ningbo AUX Electric was owned as to 95% by
AUX Group and 5% by Ningbo Yuanxing, respectively. In September 2015, Ningbo AUX
Electric accomplished all procedures required to convert from a limited liability company to
a joint stock company.
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After the conversion into a joint stock limited company and prior to its listing on the
NEEQ, Ningbo AUX Electric underwent a capital increase to provide equity incentives to the
employees and other stakeholders of our Group. For further details, see “— Establishment of
Pre-reorganization Shareholding Platforms” below.

Immediately before the listing of Ningbo AUX Electric on the NEEQ, Ningbo AUX
Electric was owned as to 80.38% by AUX Group, 4.23% by Ningbo Yuanxing, 9.00% by
Ningbo Gaohui and 6.38% by Ningbo Gaochuang, respectively.

Listing and Delisting of Ningbo AUX Electric on the NEEQ

On January 15, 2016, shares of Ningbo AUX Electric were listed on the NEEQ under the
stock code of 835523.

On December 24, 2016, the shareholders’ resolution regarding the voluntary delisting of
Ningbo AUX Electric from the NEEQ was passed at a shareholders’ general meeting of Ningbo
AUX Electric. On January 26, 2017, the NEEQ delisting was completed.

For further details, see “— Previous Listing on the NEEQ and the A-Share Listing
Attempt” below.

Establishment of Pre-reorganization Shareholding Platforms

For the purpose of awarding share-based compensation to employees, directors, and other
stakeholders of our Group (the “Eligible Partners”) to secure their services and incentivize
their maximum effort towards our success, four limited partnerships were set up in the PRC as
Pre-reorganization Shareholding Platforms, namely Ningbo Gaohui, Ningbo Gaochuang,
Ningbo Zhongrui and Ningbo Zhongmei, and our Group issued share capital to such
Pre-reorganization Shareholding Platforms during its course of development:

i. Pursuant to a shareholders’ resolution of Ningbo AUX Electric dated October 10,
2015, each of Ningbo Gaohui and Ningbo Gaochuang subscribed for 11,700,000 and
8,300,000 newly issued shares of Ningbo AUX Electric (representing 9.00% and
6.38% of the then enlarged share capital of Ningbo AUX Electric) at a consideration
of RMB20.91 million and RMB14.83 million, respectively.

ii.  Pursuant to a shareholders’ resolution of Ningbo AUX Electric dated August 27,
2017, each of Ningbo Zhongrui and Ningbo Zhongmei subscribed for 11,500,000
and 5,500,000 newly issued shares of Ningbo AUX Electric (representing 1.92% and
0.92% of the then enlarged share capital of Ningbo AUX Electric) at a consideration
of RMB41.63 million and RMB19.91 million, respectively.
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For further details, see “— Our Shareholding Platforms” below.

Business Restructuring

13

From 2017 to 2019, in anticipation of the Proposed A-Share Listing (as defined in
Previous Listing on the NEEQ and the A-share Listing Attempt” below) and to further
strengthen the core business of our Group, we underwent certain business restructurings
whereby all air conditioning business previously directly or indirectly controlled by our
Controlling Shareholders were consolidated into our Group upon the completion of such
business restructurings. Details of the principal steps of the business restructuring are set forth
below:

Date of the
relevant
transfer

Equity interest Transferor Transferee  Consideration™°' agreement

100% equity interest in ~ Ningbo Aosheng Ningbo AUX RMB42,833,800 July 3, 2017
AUX Information . . . . Electric

100% equity interest in ~ Ningbo Aosheng (70%)  Ningbo AUX  RMB302,820,000 July 20, 2017
AUX Import & Export. AUX Group (30%) Electric RMB129,780,000

100% equity interest in  Ningbo Aosheng Ningbo AUX RMB71,909,400 July 20, 2017
AUX Home Electric
Appliances . . . .. ...

100% equity interest in ~ Ningbo Aosheng Ningbo AUX RMB80,000 July 28, 2017
Zhuhai Tuoxin. . . . .. Electric

100% equity interest in ~ AUX Group (90%) AUX Air RMB535,752,000 August 17,
Tianjin AUX Electric ~ Ningbo Aosheng (10%) Conditioner RMB359,528,000 2017
Co., Ltd. (K&
BRARAA) . ...

100% equity interest in ~ Sanxing Medical (54.37%) AUX Air RMB122,419,873 October 21,
Ningbo Haiding Ningbo AUX High-Tech Conditioner ~ RMB102,740,827 2017

Electric Co., Ltd. (ZJ
e ERARAR) . ..

Co. Ltd. (I M
R AR
(currently known as
Ningbo AUX

Intelligent Technology

Co., Ltd. (B R
BRI AR
7)), a wholly-owned
subsidiary of Sanxing
Medical (45.63%)
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Date of the
relevant
transfer

Equity interest Transferor Transferee  Consideration™°t agreement

100% equity interest in ~ AUX Group (67.32%) Ningbo AUX ~ RMB380,492,640 December 8§,

Nanchang AUX . . . .. Ao Tai (25%) Electric RMB141,300,000 2017
Ningbo Yuanhe (7.68%) RMB43,407,360
100% equity interest in ~ AUX Group Ningbo AUX ~ RMB403,144,600 January 12,
Ningbo AUX Electric 2018
Refrigeration

Equipment Co., Ltd.
(B TT IR RR Bi
RAm) ..o

Note: The considerations for the equity transfers were determined after arm’s length negotiation among the
parties with reference to, among others, the valuation reports of the relevant target companies prepared
by independent valuers.

In conjunction with the aforementioned equity transfers, all air conditioning business,
including the relevant personnel and related assets previously operated, engaged, or held by
other companies controlled by our Controlling Shareholders, were transferred to our Group.
Following the completion of the business restructuring, Ningbo AUX Electric became the
holding company for our business and our Controlling Shareholders no longer had any interest
in air conditioning business outside of our Group, thereby ensuring a clear business delineation
between our Group and other entities controlled by our Controlling Shareholders.

As confirmed by our PRC Legal Advisors, within the scope of applicable PRC laws, rules,
and regulations, the aforementioned transfers have been legally completed and have obtained
the necessary approvals, filings, and permits required by PRC laws and regulations related to
the transfers.
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Pre-IPO Reorganization

In anticipation of the Listing, we undertook the following Pre-IPO Reorganization
whereby our Company became the holding company of our Group. The following chart
illustrates the simplified shareholding structure of our Group immediately before the Pre-IPO

Reorganization:

—

Ningbo Yuanxing

65.00% 35.00%
85.00% 10.00% 5.00%

Mr. ZHENG
Jianjiang

Ningbo Yuanhe

AUX Group Mr. ZHENG Jiang M. HE Xiwan Ningbo Gaohui Ningbo Zhongrui Ningbo Zhongmei

4.00% 2.00%

1.95%

1.92%

0.92% 0.92%

61.92%

Ningbo AUX

m

l 100% l 100% l 100% l 100% 100% 100% l 100% l 100% l 100% l
ome r

AUX Import & Nanchang AUX AUX Information Zhuhai Tuoxin Anhui AUX Xtron Thailand Other
(PRC) (PRC) (PRC) (PRC) (Thailand) subsidiaries

Huajie Trade
(PRC)

Export
(PRC)

Step 1: Incorporation of our Company and establishment of controlling shareholder

shareholding structure

Our Company: Our Company was incorporated in the Cayman Islands as an exempted
company with limited liability on October 23, 2024. The initial authorized share capital of our
Company was US$50,000 divided into 10,000,000,000 Shares with a par value of
US$0.000005 each. Upon its incorporation, one Share was issued and allotted at par value,
which was then transferred to AUX Holdings.

Controlling Shareholder shareholding structure: AUX Holdings, incorporated in the
Cayman Islands as an exempted company with limited liability, is wholly owned by China
Prosper, which was incorporated in the BVI with limited liability and is owned as to 85%, 10%
and 5% by Ze Hui (an investment holding company wholly owned by Mr. ZHENG Jianjiang),
Ze Hong (an investment holding company wholly owned by Mr. ZHENG Jiang) and Ze Long
(an investment holding company wholly owned by Mr. HE Xiwan), respectively.

Prior to the completion of the Pre-IPO Reorganization, Ningbo Fenghe was wholly owned
by Ningbo Sanxing, which in turn was wholly owned by Ze Kai. Ze Kai is wholly owned by
China Bloom, a wholly-owned subsidiary of AUX Holdings. Please refer to the chart below for
a simplified view of the controlling shareholder shareholding structure prior to the completion
of the Pre-IPO Reorganization.
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None of Ningbo Fenghe, Ningbo Sanxing, Ze Kai, China Bloom, AUX Holdings or China

Prosper was engaged in any substantial business activities other than investment holding as of

the Latest Practicable Date.

. Mr. ZHENG .
Mr. HE Xiwan Jianjiang Mr. ZHENG Jiang
l 100% l 100% l 100%
Ze Long Ze Hui Ze Hong
(BVI) (BVI) (BVI)
[ 5% 85% ] 10%

v
China Prosper

AUX Holdings
(Cayman Islands)

l 100%

China Bloom
(BVI)

l 100%

Ze Kait«
(Hong Kong)

l 100%

Ningbo Sanxing

Ningbo Fenghe
(PRC)

Note: During the Pre-IPO Reorganization, on September 19, 2024, the entire equity interest of Ningbo Zezhong
Building Material Trading Co., Ltd. (UK EM & 5 A R/AFE]) (“Ningbo Zezhong”), which was then a
limited liability company wholly-owned by Ze Kai, was transferred to AUX Group. Ningbo Zezhong had no
substantial business operation as of the time of the equity transfer.

Step 2: Acquisition of the entire equity interest in Ningbo AUX Electric by AUX Group

Prior to the Pre-IPO Reorganization, Ningbo Gaohui, Ningbo Zhongrui, Ningbo
Gaochuang and Ningbo Zhongmei were owned by Eligible Partners as to 44.48%, 58.08%,
76.66% and 73.46%, respectively. The remaining partnership interests in such Pre-
reorganization Shareholding Platforms were held by AUX Group.

On October 18, 2024, AUX Group acquired the partnership interest in Ningbo Gaohui,
Ningbo Zhongrui, Ningbo Gaochuang and Ningbo Zhongmei held by the Eligible Partners at
a consideration of approximately RMB48.1 million, RMB61.7 million, RMB58.8 million and
RMB37.3 million (collectively, the “Eligible Partners Consideration”), respectively. All
considerations were fully settled on November 4, 2024.
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On November 7, 2024, AUX Group acquired 38.08% equity interest in Ningbo AUX
Electric from Mr. ZHENG lJianjiang, Mr. ZHENG Jiang, Mr. HE Xiwan, Ningbo Yuanxing,
Ningbo Gaohui, Ningbo Zhongrui, Ningbo Gaochuang and Ningbo Zhongmei at an aggregate
consideration of approximately RMB2.11 billion. The consideration was determined with
reference to a valuation report of Ningbo AUX Electric prepared by an independent valuer and
fully settled on November 14, 2024. Upon the completion of the above transfers, Ningbo AUX
Electric became wholly owned by AUX Group.

Step 3: Establishment of Offshore Shareholding Platforms

For the purpose of better administration and to complete the relevant ODI procedure,
Ningbo HeCe, Ningbo HeTu, Ningbo HeChang and Ningbo HeYao were established as limited
partnerships in the PRC and the Eligible Partners’ interests in the Pre-reorganization
Shareholding Platforms were reflected in such Offshore Shareholding Platforms.

In order to further reflect the Eligible Partners’ interests in our Group at the Company
level, on October 22, 2024, each of HeCe, HeTu, HeChang and HeYao was established in the
BVI. They are wholly owned by Ningbo HeCe, Ningbo HeTu, Ningbo HeChang and Ningbo
HeYao, respectively.

Step 4: Onshore equity swap between Ningbo Sanxing and AUX Group

On November 13, 2024, Ningbo Sanxing and AUX Group entered into an equity swap
agreement, pursuant to which, Ningbo Sanxing acquired the entire equity interest in Ningbo
AUX Electric held by AUX Group and in consideration, AUX Group received 100% equity
interest in Ningbo Fenghe held by Ningbo Sanxing and RMBI14.43 million in cash
(representing the difference in the valuations between Ningbo AUX Electric and Ningbo
Fenghe), which was fully settled on December 26, 2024 (the “Equity Swap”). The
consideration was determined after arm’s length negotiation with reference to the valuation
reports of Ningbo AUX Electric and Ningbo Fenghe prepared by an independent valuer.

Upon the completion of the Equity Swap, Ningbo AUX Electric became indirectly wholly
owned by China Bloom.

Step 5: Acquisition of 100% equity interest in China Bloom by our Company

On November 22, 2024, our Company acquired the entire equity interest in China Bloom
from AUX Holdings and in consideration, our Company issued and allotted 1,300,921,249
Shares to AUX Holdings. Upon such issuance, AUX Holdings held 1,300,921,250 Shares.

Step 6: Issuance of Shares to Offshore Shareholding Platforms

On December 20, 2024, 23,910,750 Shares, 11,020,750 Shares, 9,258,250 Shares and
4,889,000 Shares were issued and allotted to HeCe, HeTu, HeChang and HeYao at a
consideration of approximately US$12.1 million, US$5.5 million, US$4.6 million and US$2.5
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million, respectively. The considerations were funded by the Eligible Partners Consideration
after deducting relevant tax liabilities and fully settled on December 24, 2024. Upon the
completion of the aforementioned Share issuance and allotment, each Eligible Partner’s
indirect equity interest in our Company mirrors his/her indirect equity interest in Ningbo AUX
Electric immediately prior to the Pre-IPO Reorganization.

For details of the shareholding structure of our Company upon the completion of the
Pre-IPO Reorganization and up to the Latest Practicable Date, see “— Our Shareholding
Structure” and “— Our Shareholding and Corporate Structure — Immediately Prior to the
Global Offering” below.

Our PRC Legal Advisors confirmed that our Group has obtained all material approvals,
filings and permits required under the PRC laws and regulations in respect of the Pre-IPO
Reorganization as described above, and the procedures and steps of the Pre-IPO
Reorganization involved are in compliance with the relevant PRC laws and regulations in all
material respects.

MAJOR ACQUISITIONS, DISPOSALS AND MERGERS

During the Track Record Period and up to the Latest Practicable Date, we did not conduct

any material acquisitions, mergers or disposals that we consider significant to us.
PREVIOUS LISTING ON THE NEEQ AND A-SHARE LISTING ATTEMPT
Listing of Ningbo AUX Electric on the NEEQ

On December 24, 2015, Ningbo AUX Electric received approval for its shares to be listed
on the NEEQ in the PRC (stock code: 835523), and the shares of Ningbo AUX Electric began
trading on the NEEQ on January 15, 2016.
Delisting of Ningbo AUX Electric from the NEEQ

Having considered our development strategy and our desire to pursue further
opportunities for accessing improved trading activity and equity liquidity, the listing of Ningbo
AUX Electric’s shares on the NEEQ no longer satisfied the then financing needs of our Group.
As such, the then shareholders of Ningbo AUX Electric resolved to voluntarily delist Ningbo
AUX Electric’s shares from the NEEQ on December 24, 2016. The delisting was completed on
January 26, 2017.
Compliance During Listing on the NEEQ

Our Directors confirmed that, to the best of their knowledge and belief:

(i) during the period that Ningbo AUX Electric was listed on the NEEQ:
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a. Ningbo AUX Electric had been in compliance in all material respects with all
applicable rules and regulations of the NEEQ and the Securities Law of the
PRC; and

b. Ningbo AUX Electric had not been subject to any administrative penalty by the
NEEQ and/or any relevant law enforcement authority or regulator related to

securities supervision; and

(ii) there are no further matters in relation to the prior listing of Ningbo AUX Electric
on the NEEQ and the subsequent delisting that needs to be brought to the attention
of the Stock Exchange, our Shareholders or the potential investors.

Based on the due diligence work conducted by the Sole Sponsor, nothing has come to the
Sole Sponsor’ attention that would reasonably cause it to disagree with the Directors’ views
mentioned above.

A-Share Listing Attempt

In December 2016, Ningbo AUX Electric planned to apply for listing on the Shanghai
Stock Exchange (“Proposed A-Share Listing”). In preparation for the Proposed A-Share
Listing, Orient Securities Investment Banking Co., Ltd. (previously known as Citi Orient
Securities Limited (7B FAFR/AR])) (the “Orient Securities”) was engaged by
Ningbo AUX Electric to provide tutoring and preliminary compliance advice with regards to
the requirements of the CSRC. In October 2018, reflecting our Group’s prudent and proactive
approach to ensuring thorough preparation for the Proposed A-Share Listing, Ningbo AUX
Electric voluntarily initiated the pre-listing tutorial (_I T #§i*&) process in advance of the then
reporting period for its A-share application. During the pre-listing tutorial, updates were made
to the Ningbo Regulatory Bureau of CSRC (H'BE# 7 B B % B & ) % )=)) from time
to time in respect of the progress of the preliminary guidance and tutoring services provided
by the Orient Securities in accordance with the relevant CSRC’s guidelines on Ningbo AUX
Electric’s major operational and financial condition, corporate governance and internal control
measures. The scope of the pre-listing tutorial provided by the Orient Securities involved,
among others, the provision of comprehensive training to the directors, supervisors, senior
management and shareholders of Ningbo AUX Electric on their obligations and duties, as well
as the inspection and supervision of our Company’s compliance with the relevant laws and
regulations, corporate governance and internal control measures. In June 2023, the pre-listing
tutoring was completed. The pre-listing tutorial did not constitute a listing application with the
CSRC or the Shanghai Stock Exchange and there was no proposed timetable for the Proposed
A-Share Listing.

However, in consideration of the reasons as set out in “— Reasons for Seeking Listing on
the Stock Exchange” below and the uncertainty of the A-share listing timetable influenced by
the evolving regulatory environment, our Group decided to focus our resources on the listing
on the Stock Exchange and did not proceed with the Proposed A-Share Listing.
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To the best of their knowledge, our Directors confirm that they are not aware of (i) any
other matters relating to the Proposed A-Share Listing that may have material adverse
implications on our Group’s suitability for listing on the Stock Exchange; or (ii) any other
matters that need to be brought to the attention of the Stock Exchange, our Shareholders or the
potential investors in relation to the Proposed A-Share Listing. Our Directors also confirm that
(i) no formal listing application was filed in relation to the Proposed A-Share Listing as of the
Latest Practicable Date, and (ii) during the preparation for the Proposed A-Share Listing, we
did not encounter any disagreements with the relevant professional parties nor the CSRC.

Based on the due diligence work conducted by the Sole Sponsor, nothing has come to the
Sole Sponsor’s attention that would reasonably cause it to disagree with the Directors’ view
above.

Reasons for Seeking Listing on the Stock Exchange

Our Directors believe that the Listing will be in the interest of our Group’s business
development strategies, and would be beneficial to us and our Shareholders as a whole for,
among others, the following reasons:

(i) the Stock Exchange, as a leading player of the international financial markets, could
offer us a direct access to the international capital markets, enhance our fundraising
capabilities and broaden our fundraising channels and our Shareholders base as well

as strengthen our corporate governance;

(i1) the Listing would give us a better platform to further develop our business; and

(iii) the Listing will further raise our brand awareness, business profile and thus, enhance
our corporate image to attract new customers, business partners and strategic
investors as well as to recruit, motivate and retain key management personnel for

our Group’s business.

Taking into account, among others, the aforementioned factors and the long-term business
development strategies of our Group, our Directors consider the Stock Exchange to be a more
suitable venue to access international equity markets, and the Listing will be in the best
interests of us and our Shareholders as a whole.

OUR SHAREHOLDING PLATFORMS

For the purpose of awarding share-based compensation to employees, directors, and other
stakeholders of our Group to secure their services and incentivize their maximum effort
towards our success, four limited partnerships were set up in the PRC as Pre-reorganization
Shareholding Platforms, namely Ningbo Gaohui, Ningbo Gaochuang, Ningbo Zhongrui and
Ningbo Zhongmei, and our Group issued share capital to such Pre-reorganization Shareholding
Platforms during its course of development. Certain employees of other companies controlled
by our Controlling Shareholders were granted awards in the form of partnership interests in the
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Pre-reorganization Shareholding Platforms, taking into account factors such as the significance
of the relationship between the related entity with which they are associated and the Group, as
well as their contributions within such related entity. For further details, see “Major Corporate
Developments and Pre-IPO Reorganization of Our Group — Establishment of Pre-
reorganization Shareholding Platforms” above.

The amount of partnership interests in such Pre-reorganization Shareholding Platform
subscribed by the Eligible Partners were mainly determined with reference to their
performance and contribution to our Group, and the recipients’ perspectives on the future

development of our Group.

For the purpose of better administration and to complete the relevant ODI procedure,
Ningbo HeCe, Ningbo HeTu, Ningbo HeChang and Ningbo HeYao were established as limited
partnerships in the PRC to hold Shares through their respective wholly-owned BVI
incorporated investment holding companies. The Eligible Partner’s interests in the Pre-
reorganization Shareholding Platforms were reflected in such Offshore Shareholding
Platforms. Each of the partners of the Offshore Shareholding Platforms indirectly hold Shares
in our Company in accordance with and subject to the respective limited partnership agreement
of the Offshore Shareholding Platforms. The general partner of each of Ningbo HeCe, Ningbo
HeTu, Ningbo HeChang and Ningbo HeYao is entitled to exercise the voting rights attached
to the Shares in our Company through the respective Offshore Shareholding Platform’s
wholly-owned investment holding company incorporated in the BVI, namely HeCe, HeTu,
HeChang and HeYao.

As of the Latest Practicable Date, the Offshore Shareholding Platforms indirectly held an
aggregate of 49,078,750 Shares through their respective wholly-owned BVI investment
holding companies, representing approximately 3.64% of the total Shares in issue and 3.15%
of our total issued Shares immediately upon the completion of the Global Offering (assuming
the Offer Size Adjustment Option and the Over-allotment Option are not exercised).

The lock-up period for the partnership interests held by the Eligible Partners in the
Offshore Shareholding Platforms commences from the date when he/she becomes a partner the
relevant Offshore Shareholding Platform and ends on the Listing Date.

Details of the Offshore Shareholding Platforms are set out below:
Ningbo HeCe

Ningbo HeCe is a limited partnership established under the laws of the PRC on
September 24, 2024. As of the Latest Practicable Date, Ningbo HeCe was held as to 5.79% by
its sole general partner, QIAN Jianliang (8% R ) (an employee of our Group), who is entitled
to control the exercise of the voting rights attached to the Shares held by HeCe. The remaining
94.21% partnership interests were held by 40 limited partners, including (i) Mr. XIN Ning, our
executive Director and president, who held approximately 23.71% partnership interests; (ii)
Mr. ZHUO Senqing, our general manager of R&D, who held approximately 9.76% partnership
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interests; and (iii) 38 other employees of our Group and other companies controlled by our
Controlling Shareholders, who held in aggregate approximately 60.74% partnership interests,
with only YE Shengfeng (¥ #%0%), a management team member of our Group at the subsidiary
level, holding more than 10% partnership interests.

Ningbo HeTu

Ningbo HeTu is a limited partnership established under the laws of the PRC on September
24, 2024. As of the Latest Practicable Date, Ningbo HeTu was held as to 40.55% by its sole
general partner, GAN Xiaolu (TW#%) (an employee of our Group), who is entitled to control
the exercise of the voting rights attached to the Shares held by HeTu. The remaining 59.45%
partnership interests were held by 28 limited partners, including (i) Ms. LI Jian, our
non-executive Director, who held approximately 22.46% partnership interests; and (ii) 27 other
employees of our Group and other companies controlled by our Controlling Shareholders, who
held in aggregate approximately 36.99% partnership interests.

Ningbo HeChang

Ningbo HeChang is a limited partnership established under the laws of the PRC on
September 24, 2024. As of the Latest Practicable Date, Ningbo HeChang was held as to 25.27%
by its sole general partner, BAI Wei ([1##) (an employee of our Group), who is entitled to
control the exercise of the voting rights attached to the Shares held by HeChang. The remaining
74.73% partnership interests were held by 33 limited partners, including (i) Mr. ZHANG Bo,
our finance director and Board secretary, who held approximately 7.26% partnership interests;
(ii) ZHONG Weicheng ($E1%/) and ZHENG Junda (¥} #£), each a connected person of our
Group at the subsidiary level, each of whom held 4.93% and 3.65% partnership interests,
respectively; and (iii) 30 other employees of our Group and other companies controlled by our
Controlling Shareholders, who held approximately 58.89% partnership interests in aggregate.

Ningbo HeYao

Ningbo HeYao is a limited partnership established under the laws of the PRC on
September 24, 2024. As of the Latest Practicable Date, Ningbo HeYao was held as to 11.88%
by its sole general partner, CHEN Xianghui (F#£#f) (an employee of our Group), who is
entitled to control the exercise of the voting rights attached to the Shares held by HeYao. The
remaining 88.12% partnership interests were held by 32 limited partners, including (i) YANG
Xia (#f%), a connected person of our Company at the subsidiary level, who held 5.80%
partnership interests; and (ii) 31 other employees of our Group or other companies controlled
by our Controlling Shareholders, who held in aggregate approximately 82.32% partnership
interests, with only LI Junfeng (Z#£%), a management team member of our Group at the
subsidiary level, holding more than 10% partnership interests.

Save as disclosed in this section, none of the limited partners of the Offshore
Shareholding Platforms held more than 10% of the partnership interests in any Offshore
Shareholding Platform or was a connected person of our Company as of the Latest Practicable
Date.
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PUBLIC FLOAT AND FREE FLOAT

The Shares held by AUX Holdings will not be considered as part of the public float for
the purpose of Rule 8.08 of the Listing Rules as AUX Holdings will be a Controlling

Shareholder of our Company and thus a core connected person of our Company.

Save as disclosed above, upon the completion of the Global Offering, assuming the Offer
Size Adjustment Option and the Over-allotment Option are not exercised, 256,239,950 Shares
held by all other Shareholders will be counted towards the public float, representing
approximately 16.46% of the issued share capital of our Company, which is higher than the
prescribed percentage of Shares required to be held in public hands of 15% under Rule 8.08(1)
of the Listing Rules (based on the indicative Offer Price range), thereby satisfying the public
float requirement under Rule 8.08(1) of the Listing Rules. Based on the minimum Offer Price
of HK$16.00 per Offer Share, the Company is expected to satisfy the free float requirement
under Rule 8.08A(2) of the Listing Rules.

OUR SHAREHOLDING STRUCTURE

The shareholding structure of our Company is set forth below:

Immediately upon the
completion of the Global Offering
assuming the Offer Size Adjustment

As of the Option and the Over-allotment
Latest Practicable Date Option are not exercised
Ownership Ownership
Name of Shareholders Number of Shares Percentage Number of Shares Percentage
AUX Holdings. . . . 1,300,921,250 96.36% 1,300,921,250 83.54%
HeCe........... 23,910,750 1.77% 23,910,750 1.54%
HeTu........... 11,020,750 0.82% 11,020,750 0.71%
HeChang . ....... 9,258,250 0.69% 9,258,250 0.59%
HeYao.......... 4,889,000 0.36% 4,889,000 0.31%
Other Public
Shareholders . . . - - 207,161,200 13.30%
Total . ... ....... 1,350,000,000 100.00% 1,557,161,200 100.00%

PRC LEGAL COMPLIANCE

Our PRC Legal Advisors have confirmed that each of the incorporation and the transfer
of equity interest of our PRC subsidiaries as described above in this section have been legally
completed and the requisite government approvals or filings in all material respects, as
applicable, have been obtained in accordance with PRC laws and regulations.
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SAFE REGISTRATION

Pursuant to the SAFE Circular 75 (which was later replaced by SAFE Circular 37) which
became effective as of November 1, 2005, domestic residents must register with the relevant
local counterparts of the SAFE prior to their establishment or control of an offshore entity
established for the purpose of overseas equity financing involving onshore assets or equity
interests held by them and must also make filings with SAFE thereafter upon the occurrence
of certain material capital changes.

Pursuant to SAFE Circular 37, promulgated by SAFE and effective on July 4, 2014,
replacing SAFE Circular 75, (i) a domestic resident must register with the local SAFE branch
in connection with his contribution of offshore or domestic assets or equity interests he legally
holds in an overseas special purpose vehicle (the “Overseas SPV”) that is directly established
or indirectly controlled by the domestic resident for the purpose of conducting overseas
investment or financing, and (ii) following the initial registration, the domestic resident is also
required to register with the local SAFE branch for any major change in respect of the Overseas
SPV, including, among other things, a change of the Overseas SPV’s domestic resident
shareholder(s), the name of the Overseas SPV, terms of operation, or any increase or reduction
of the Overseas SPV’s capital, share transfer or swap, and merger or division.

Pursuant to SAFE Circular 75 and SAFE Circular 37, failure to comply with these
registration procedures may result in penalties. In addition, due to such failure to comply with
the registration procedures, the PRC subsidiaries of that Overseas SPV may be prohibited from
distributing their profits and dividends to their offshore parent company or from carrying out
other subsequent cross-border foreign exchange activities, and the Overseas SPV and its
offshore subsidiary may be restricted in their ability to contribute additional capital to their
PRC subsidiaries.

As advised by our PRC Legal Advisors, Mr. ZHENG Jianjiang, Mr. ZHENG Jiang and

Mr. HE Xiwan have completed the required initial registration under the then effective rules
on foreign exchange administration.
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OVERVIEW

Our Business

We are one of the global top five air conditioner providers, with capabilities covering the
design, R&D, production, sales and related services of household and central air conditioners.
We capture opportunities in the global air conditioner industry with market size of
RMB1,312.8 billion in 2024. Our operations have expanded from China to the world, covering
over 150 countries and regions worldwide. In 2024, we are the fifth largest air conditioner
provider in the global market in terms of sales volume with a market share of 7.1%, according
to Frost & Sullivan. The chart below demonstrates the highlights of our businesses:

RMB29.8 bn 23.4% 150+ 57.1%
2024 Revenue Revenue CAGR! Countries and Regions” Revenue from Overseas®
Top 5 No. 1 No. 1 Industry 1st
Air Conditioner Sales Volume Growth among Mass-market Household Air Online Retail Model®
Provider Globally* the Global Top 5° Conditioner Brand in China* ¢ Retall Mode

Notes:

1. From 2022 to 2024.

2. As of the Latest Practicable Date.

3. For the three months ended March 31, 2025.

4. In terms of sales volume in 2024, according to Frost & Sullivan. Mass-market household air conditioners refers to air
conditioners with selling prices to end consumers under RMB2,500. According to Frost & Sullivan, the market share of
mass-market household air conditioners, in terms of sales volume among all household air conditioners, in China is expected
to increase from 28.0% in 2024 to 29.0% in 2029.

5. In terms of the sales volume CAGR from 2022 to 2024, among the five largest global air conditioner companies, according
to Frost & Sullivan.

6. Our “online retail model (FJHLHZERI)” refers to an integrated online and offline distribution model firstly introduced

by us in the industry in 2017, which creates a flatter distribution structure empowered by our self-developed online
management systems. Our online retail model streamlines distribution layers, enhancing our closer communication and
collaboration with offline SME retailers. We use the self-developed efficient online management systems (such as “Hello
AUX (/MELH )" and “AUX Manager (/ML 5)” apps) manage our distributors through digital means. Our Directors are
of the view that we adopted the online retail model and were subsequently followed by other companies in the industry which
then adopted similar sales model. According to Frost & Sullivan, online retail model has become a widely recognized model
in air conditioner market.

We have earned market recognition and consumer loyalty, making us one of the
fastest-growing air conditioner brands globally. During the Track Record Period, we have
maintained rapid growth, achieving a sales volume CAGR of 30.0% from 2022 to 2024. This
growth ranked us No. 1 among the five largest global air conditioner companies in each year
in terms of sales volume growth during 2022 to 2024, according to Frost & Sullivan. Our sales

volume growth during this period significantly outpaced the sales volume CAGR of global air
conditioner market of 4.6%.
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We are the largest mass-market household air conditioner brand in China, in terms of
sales volume in 2024 with a market share of 25.7%, according to Frost & Sullivan. The mass
market has become the primary growth engine for China’s air conditioner sector, fueled by
rural revitalization policies, urbanization-driven demand in lower-tier markets, and consumers’
growing focus on cost-effectiveness. By seizing these industry opportunities with our sales
coverage and affordable products, we have consistently increased our market share and brand
influence. Furthermore, our multi-brand strategy allows us to cater to diverse consumer needs.

We are a key player for smart-enabled air conditioners within the industry, maintaining
technology capabilities such as voice recognition and semantic understanding.

Our Development History

Since our establishment, we have been deeply anchored in the air conditioner industry for
over three decades, continuously striving to provide global consumers with high-quality and
affordable products. Our key development stages can be divided into the following phases:

. Startup (1994-2001): Founded in 1994, we established the AUX brand and began
our comprehensive exploration of the air conditioner industry. As China’s air
conditioner industry experienced rapid growth, we swiftly established a strong
presence in the domestic market with our high-quality and affordable products. We
steadily expanded our business and built a strong reputation among consumers.

. Rapid Growth (2001-2013): Starting in 2001, we began to establish our presence
in overseas markets, and enlist renowned celebrities to endorse our brand and
products which further strengthened our brand recognition. During this period, we
also published “Air Conditioner Cost White Paper (ZZ# A 3),” enhancing
the transparency of cost structure within the air conditioners industry. Since 2003,
we have implemented a nationwide production expansion strategy. We established
our production bases in Ningbo and Nanchang, and expanded into the central air
conditioner segment. Despite fierce competition, we achieved rapid growth and
strong brand recognition through continuous product improvement, affordable
products and precise brand marketing.

. Transformation and Upgrade (2013-2018): Since 2013, we have been
transforming and upgrading our sales channels, production capacity and product
quality. We were one of the early adopters of e-commerce, establishing long-term
partnerships with leading e-commerce platforms such as JD.com and Tmall. During
the rapid growth of e-commerce and building upon these partnerships, we became
a top-selling air conditioner brand online in China. Building upon our successful
e-commerce experience, in 2017, we adopted the online retail model, which
streamlined the distribution layers by reducing the number of intermediates, and
benefited our consumers. We launched our “Hello AUX” app to better manage and
empower our distributors, and then derived and built a unique “Hello AUX”
ecosystem. Such online retail model and “Hello AUX” ecosystem helped us gain
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more market share and enhance our channel management. During this period, we
also built our intelligent production bases in Ningbo and Ma’anshan to expand
capacity and strengthen quality control, enhancing our intelligent manufacturing
efforts.

. Globalization, Intelligentization and Vertical Integration (2018-Present): We
have steadily advanced our international strategy. In 2019, we established our R&D
center in Japan and started production at our Thailand production base, which
connected us with overseas consumers and allowed us to better integrate global
needs and market trends. Starting from 2023, we established our overseas sales
companies and local teams in areas such as Malaysia, Thailand, the U.S., the UAE,
Vietnam and Saudi Arabia to expand our sales in such areas. We extended our online
retail model and the coverage of our “Hello AUX” ecosystem from the domestic
market to the international arena, efficiently expanding our global footprint.

We have also placed a strong emphasis on intelligentization. In 2021, we built an
integrated R&D platform to consolidate key technologies, production practices,
consumer needs and market feedback, which allowed us to achieve better
integration, material commonality and modular design. In 2023, we launched the
innovative AUX Industrial Internet Platform, covering all aspects of our business,
rapidly advancing our intelligent manufacturing capabilities and improving our
efficiency.

We have strategically focused on strengthening our supply chain since 2023, which
has driven synergies and coverage of our vertically integrated industrial chain, and
enhancing our capability of research and production of core components to further
strengthen our competitive advantages. For example, we collaborate with Panasonic
regarding the research and production of compressor, which is a core component for
our products.

Our Brand and Product Matrix

We have named our brand “AUX” by transliterating the English word “Ox.” We have
leveraged our master brand “AUX” to build our presence in both domestic and overseas
markets, and further enhance our market penetration through a multi-brand strategy. We have
developed the brands “Hutssom” (¥#£755) and “AUFIT,” and introduced premium brands such as
ShinFlow to achieve broader global consumer coverage. Through this multi-brand strategy, we
are able to address the varying needs and preferences of consumers around the world.

Our product portfolio primarily encompasses household and central air conditioners. We
concentrate our product development on four key factors: efficiency, comfort, health and
intelligence. Our household air conditioners include wall-mounted, cabinet-style and mobile
units, while our central air conditioners comprise VRF systems, packaged units, heat pumps,
chillers and terminal devices. We rapidly iterate our products and continuously enrich our
portfolio, covering a wide range of applications, such as residential homes, office buildings,
shopping malls, hotels, hospitals and industrial parks.

- 176 -



BUSINESS

AUX R 7 A

Household Air Conditioners Central Air Conditioners

=2 @ W 2

Rapid Cooling Al-Powered Voice-Activated Omni-Dircctional J r Remote High-Temperature: ‘Low-Noise
and Heating Energy-Saving Intelligent Control Gentle Airflow  Purific Operation Self-Cleaning Performance

Efficiency Flywheel through Our AUX Industrial Internet Platform

We have comprehensively advanced our digitalization and intelligence initiatives.
Leveraging our rich industry experience, we have innovatively built our AUX Industrial
Internet Platform. This platform comprehensively covers all of our key business departments,
including R&D, intelligent manufacturing, supply chain management, sales and marketing,
warehousing and logistics, and quality tracking. This integrated digital platform enables us to
achieve refined management across our entire value chain, and has significantly improved our

efficiency and optimization in each business segment.

Based on our customer-centric approach, we have established an efficient flywheel
through the integration of our R&D and sales. On the R&D side, we are able to promptly
incorporate consumer feedback, continuously address consumer pain points and enhance the
customer experience through rapid iteration and upgrades. We have formed a high-efficiency
and high-quality R&D rhythm, with product upgrades taking place annually and major
innovations occurring every two years. On the sales side, our streamlined and efficient sales
network enables the rapid transmission of consumer data back to our R&D efforts and the
wider reach of our affordable products. As of March 31, 2025, approximately 98.4% of our
distributors in China placed orders with us directly through our “Hello AUX” app during the
past 12 months, significantly reducing distribution layers compared to peer companies and
enhancing our efficiency of sales management. The flywheel with mutually reinforcing R&D
and sales has continued to gain momentum, further enhancing our consumer experience and
brand reputation. This customer-centric approach has been a key driver of our success and
competitive positioning in the industry.
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Our Financial Highlights

During the Track Record Period, we have maintained a robust growth in our revenue and
net profit. Our revenue increased by 27.2% from RMBI19,527.6 million in 2022 to
RMB?24,831.8 million in 2023, and further increased by 19.8% to RMB29,759.3 million in
2024. Furthermore, our revenue increased by 27.0% from RMB7,362.6 million in the three
months ended March 31, 2024 to RMB9,352.4 million in the three months ended March 31,
2025, continuing our strong growth momentum.

Our net profit increased by 72.5% from RMB1,441.7 million in 2022 to RMB2,486.8
million in 2023, and further increased by 17.0% to RMB2,910.2 million in 2024. Furthermore,
our net profit further increased by 23.0% from RMB751.6 million in the three months ended
March 31, 2024 to RMB924.5 million in the three months ended March 31, 2025. In 2022,
2023, 2024 and the three months ended March 31, 2024 and 2025, our net profit margins
amounted to 7.4%, 10.0%, 9.8%, 10.2% and 9.9%, respectively.

OUR COMPETITIVE STRENGTHS
One of the global top five air conditioner providers

We are one of the global top five air conditioner providers in the expansive air conditioner
market, capturing opportunities in the global industry with market size of RMB1,312.8 billion
in 2024. Our operations extend to over 150 countries and regions worldwide. Through
continuous R&D investment and technological breakthroughs, our self-owned branded
products are thoughtfully curated by responding to diversifying consumer needs and
preferences while balancing core values such as efficiency, comfort, health and intelligence.
We ranked the fifth in the global market in terms of sales volume of air conditioners in 2024,
with a market share of 7.1%, according to Frost & Sullivan.
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We have a deep understanding of lower-tier markets and have effectively tapped into the
growth opportunities in these regions. To capture the demand driven by rural revitalization
policies and urbanization in lower-tier markets, we have developed a diverse product portfolio
with affordable products to address the demands of consumers. We have also introduced an
innovative online retail model which reduces excessive distribution layers and enhances
distribution efficiency. To better manage our extended sales and distribution network, we
launched our “Hello AUX” app, and then gradually established and expanded our “Hello AUX”
ecosystem. We closely collaborate with market participants, such as logistics service providers,
installation service providers and after-sales service providers. This ecosystem allows our
distributors to easily access our products, sales activities and comprehensive guidance. By
equipping our distributors with these resources and tools, they are more empowered to deliver
customized services and effectively reach end consumers, which in turn enhances our brand
penetration across various channels. We are the largest mass-market household air conditioner
brand in China in terms of sales volume in 2024 with a market share of 25.7%, according to
Frost & Sullivan.

Through ceaseless technological innovation and R&D investment, we have developed a
series of intelligent products. Beyond just functional upgrades, we have further optimized user
experience and enhanced product connectivity in our intelligent voice-controlled air
conditioners.

We maintain substantial revenue growth and expanded profitability. In 2024, our revenue
reached RMB29,759.3 million, and net profit reached RMB2,910.2 million, representing a
CAGR of 23.4% and 42.1% from 2022 to 2024, respectively. Our sales volume increase at a
CAGR of 30.0% from 2022 to 2024. We ranked No. 1 among the five largest global air
conditioner companies in each year in terms of sales volume growth from 2022 to 2024, far
exceeding the sales volume CAGR of global air conditioner market of 4.6% during the same
period.

Renowned brand cultivated by over three decades of development focused on air
conditioners

We have focused solely on the air conditioner business for over three decades and have
deeply explored product R&D, manufacturing, sales and marketing. This in-depth
specialization has enabled us to better understand evolving consumer needs and industry
trends. As a result, we are able to meet consumer demand for diverse air conditioner products.

We have built our brand image as a premier air conditioner specialist. In the domestic
market, we have leveraged our core brand AUX and implemented a multi-brand strategy to
cater to diverse consumer needs through differentiated pricing, performance and aesthetics. In
overseas markets, we have optimized our offerings in terms of adaptability, service
responsiveness and logistics efficiency. Through operational improvements in after-sales
service and streamlined distribution networks, we have strengthened our position in
competitive global markets. Our unwavering focus on the air conditioners has allowed us to
establish strong brand awareness among consumers, reinforcing the association of AUX with
innovative air conditioning solutions and further enhancing consumer brand loyalty.

- 179 -



BUSINESS

In contrast to other major players in the air conditioner industry who operate across
multiple product categories, our deep specialization and brand focus have allowed us to
concentrate all our resources on air conditioners. This has created collaborative efforts in R&D,
manufacturing, sales and marketing, enabling us to respond quickly to consumer needs and
achieve higher efficiency and lower costs, which in turn improves our competitive advantages.

Technological innovation and rapid product iteration driven by quality-focused R&D

We have established a comprehensive global R&D network with three major centers in
Ningbo, Zhuhai and Japan. The Ningbo center serves as our core R&D hub, focused on product
development and technology transformation. The Japan center concentrates on exploring
frontier fields, particularly central air conditioner systems, including control systems, airflow
channels and industrial design. The Zhuhai center specializes in home appliances, inverter
technology, simulation and modular technology. Our R&D process strictly follows a full
lifecycle management approach, encompassing every stage from product planning to product
phase-out. Our R&D team is vast in scale and well-structured. As of March 31, 2025, we had
over 1,600 dedicated R&D personnel, ensuring the maturity and professionalism of our team.

We have focused our product development on four key factors: efficiency, comfort, health
and intelligence. By building an integrated R&D platform and analyzing consumer feedback,
we constantly improve our products. Therefore, we have been able to significantly reduce
procurement and production costs through structural integration and modular design, while
also improve overall production efficiency and product iteration speed. We have formed a
high-efficiency and high-quality R&D rhythm, with product upgrades taking place annually
and major innovations occurring every two years.

Our air conditioners are underpinned by technologies developed through our extensive
and comprehensive R&D efforts, such as variable-frequency drive control technology, power
control technology and fan and airflow design, which are recognized as “internationally
advanced” by governmental authorities. As of March 31, 2025, supported by our extensive
R&D efforts, we had obtained over 12,000 registered patents in China and overseas, including
over 2,800 invention patents. We also operate two CNAS-accredited national laboratories and
have participated in the formulation of over 160 national standards and industry standards.
Additionally, we have undertaken multiple major special research projects.
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In addition, upholding our core development philosophy of prioritizing quality and
innovation, we have established a comprehensive and efficient quality management system that
spans our entire operations. Throughout the product lifecycle, from development and supplier
management to production, warehousing and sales, we have put robust quality control
measures in place which enable quality tracing. By controlling the production of these key
components, we can ensure consistently high quality standards throughout our operations. To
further enhance our quality inspection processes, we have replaced traditional manual checks
with an advanced “5G+Visual Inspection” system, leading to a 5-fold efficiency improvement
compared to the previous manual approach. Alongside our strong internal quality focus, we
have also built long-term and stable ODM partnerships with renowned global brands,
representing the trust placed in our quality standards and manufacturing capabilities by these
industry leaders.

Efficient consumer reach covered by multi-channel, innovative and streamlined sales

We have a strong focus on developing a comprehensive channel layout and innovative
channel strategy. Leveraging accumulated e-commerce capabilities, we have established
efficient partnerships with leading e-commerce platforms in China, such as JD.com, Tmall and
Douyin. Building on our extensive experience in e-commerce, we have launched the innovative
online retail model. This model creates a flatter distribution structure empowered by our
self-developed online management systems, with products flowing directly from the factory to
SME retailers, and generally then to the end consumers, which in turn improves our overall
operational efficiency.

We have then derived and built a unique mutually beneficial “Hello AUX” ecosystem that
empowers our internal operations while also connecting external partners:

. Sales. We have streamlined our distribution channels and improved logistics
efficiency. This benefits both distributors, who are attracted by our incentive
marketing initiatives and delivery options without minimum purchase thresholds,
and consumers, who can access our products at a more competitive value.

. Marketing and promotion. Distributors can easily access our products without facing
the challenges in traditional approach such as complex distribution channels and low
product circulation efficiency, and thus can offer customized services based on the
diverse needs of local consumers. Distributors using “Hello AUX” can also instantly
access the latest sales policies and product information. Our marketing personnel, in
turn, can track and control distributor orders and inventory in real-time, and guide
their order frequency according to sales schedule and performance, enabling
efficient communication and precise management.

. External collaborations. Our “Hello AUX” ecosystem connects distributors,
logistics providers, installation service providers and after-sales service providers,
enabling them to access real-time service requests and optimize the operational
efficiency of the services they provide.
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As of March 31, 2025, 7,283 distributors in China placed orders with us through “Hello
AUX” app during the past 12 months, accounting for approximately 98.4% of our total
distributors in China as of the same date. We have also gradually extended our online retail
model and the coverage of our “Hello AUX” ecosystem to overseas sales, further deepening our
engagement with international customers.

We have established a strong global sales presence, with our products currently being sold
in over 150 countries and regions, and our international sales experiencing rapid growth. Based
on our deepening understanding of overseas markets and accumulated resources, we have
developed a dual-pronged approach including OBM and ODM. We have achieved success in
our ODM business leveraging our strong production capabilities and global supply. Meanwhile,
we have been continuously developing our OBM business in overseas markets. This includes
expanding our successful online retail model and the coverage of our “Hello AUX” ecosystem,
as well as establishing in-house international sales teams through the establishment of overseas
sales companies and local teams in key countries and regions, such as Malaysia, Thailand, the
U.S., the UAE, Vietnam and Saudi Arabia. The establishment of our sales companies and local
teams in Thailand and Malaysia has been particularly successful, with revenue generated from
these markets experiencing multiple-fold growth from 2023 to 2024.

In addition, our marketing efforts span both our domestic and overseas operations, and
integrated both online and offline advantages. In domestic market, we have a strong focus on
brand cultivation, emphasizing product innovation and quality enhancement through a
coordinated online and offline approach. We utilize precise big data analysis to identify user
profiles and purchase needs, allowing us to formulate more targeted marketing strategies. We
concentrate on building brand awareness and generate positive word-of-mouth online,
leveraging content seeding and live streaming. We also optimize the customer purchase
experience through offline branded stores operated by our distributors and our distribution
networks. Furthermore, we partner with platforms to obtain even more exposure through
advertising, live commerce and personalized data-driven marketing. In our overseas markets,
we implement a comprehensive brand marketing strategy, which includes participating in trade
fairs, conducting customer visits and establishing localized sales teams. We also empower our
distributors by sharing our market experiences and strategies, helping them enhance their
marketing efficiency.
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Improved operational efficiency and quality through digitalization and intelligentization

We are firmly committed to enhancing our decision-making efficiency, business
execution, and market responsiveness through a digitalized and intelligent management
approach. We have established the innovative AUX Industrial Internet Platform to improve the
end-to-end transmission of information and the implementation of decisions. We have
integrated data across our R&D, manufacturing, supply chain, warehousing, quality control and
sales functions. This has enabled digital upgrades in the key areas of industrial management
software, network infrastructure, production equipment, and industrial information systems,
effectively bolstering our organizational management capabilities and decision-making
efficiency.

Our digitalized and intelligent management philosophy, combined with the AUX
Industrial Internet Platform, has driven comprehensive operational efficiency improvements
across our core functions:

. R&D. The close integration between our product and market teams facilitates the
rapid incorporation of customer feedback and accelerates new product iterations.
Our integrated R&D platform enables swift new product design and production.

. Supply management. We have implemented a comprehensive supplier management
system to support our raw material providers, and help these suppliers enhance their
management practices, optimize costs, strengthen quality control, and improve
production processes. By leveraging our advanced Supplier Relationship
Management (SRM), we are able to conduct extensive supplier sourcing and rapid
evaluation of suppliers, which enables us to achieve and enhance our efficient
procurement cycle. As a result, our suppliers have significantly enhanced their
supply capabilities, efficiency and product quality, fostering a new paradigm of
mutually beneficial cooperation.

. Production. We have implemented intelligent upgrades to scheduling,
manufacturing, quality inspection and logistics, leveraging emerging technologies
such as cloud computing and the IoT. This allows our frontline managers to access
real-time data on task launch times, production progress, and material consumption,
further enhancing production efficiency through the application of automated
equipment.

. Sales. We aggregate sales order and inventory data, as well as end-consumer
behavior data, on our information platforms. We then apply advanced analytics to
gain valuable market insights. Simultaneously, our online retail model streamlines
the distribution channel, thus improving turnover efficiency.
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As a result, we have achieved efficiency improvements across our entire operational
process. In 2022, 2023 and 2024, our average trade and bills receivables turnover days were
26.8 days, lower than the industry average of approximately 31 days, and our average inventory
turnover days were 60.3 days, lower than the industry average of approximately 66 days. The
percentage of our selling and distribution expenses as total revenue amounted to 4.3% in 2024,
lower than the industry average level, which was approximately 8.8%.

We are committed to sharing the results of our digitalization and intelligence upgrades
with consumers, enabling them to enjoy high-quality products and services at reasonable costs.
Our intelligent factories and efficient R&D system continuously provide customers with
products that meet the latest demands. Regarding service delivery, we have built a rapid
installation and after-sales feedback system. Over 90% of our customers’ installation and repair
requests are responded to within 24 hours. Our efficient management system has helped reduce
comprehensive expenses, allowing us to pass on the benefits to consumers.

Visionary, dynamic and stable management team with collaborative corporate culture

Our core management team, which possesses strong market expertise and in-depth
industry insights, is instrumental to our continued success and growth. We are led by a core
management team comprising Mr. ZHENG Jianjiang, Mr. XIN Ning and Mr. ZHANG Bo, who
on average boast over 20 years of cumulative experience in the air conditioner industry and a
deep understanding of the entire industry chain. Under their stewardship, our workforce
remains united and progressive. Our founder, Mr. ZHENG Jianjiang, exemplifies exceptional
entrepreneurial spirit and keen market insight. He has successfully established industry-leading
companies across various sectors, including home appliances, power equipment, medical, and
new energy.

Under the leadership of this core management team, we have accomplished revolutionary
innovations in production and operations, such as the innovative online retail model and the
Lights-Out Factory (& LJ#) production mode. These advancements have significantly
improved our sales and production efficiency, providing crucial drivers for our strong business

performance.

In addition, we place great emphasis on aligning the interests of our employees with our
long-term development. The implementation of equity incentive plans for core managers and
key personnel has effectively enhanced team cohesion and stability, ensuring the continued
pursuit of our strategic objectives.

Furthermore, a cohesive corporate culture serves as the foundation of our long-term value
creation, shaped by our operational principles. We are guided by the principles of customer-
centricity, problem-solving orientation, benchmarking and product enhancement in our
business operations. In our daily activities, we adhere to the efficiency principles encapsulated
in the ideas of “everything based on economic value, everything based on reasonable norms,
and everything based on efficient rhythm.” This commitment to lowering operating costs

through efficiency improvements allows us to pass on the benefits to our customers. After over
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30 years of development, our well-established and highly efficient corporate culture system
continuously creates greater value for our customers, employees, shareholders and society,
which encourages employee self-improvement and the pursuit of excellence, ensures efficient
decision-making and thorough execution.

OUR STRATEGIES

Accelerate our globalization layout

Expanding overseas markets is the strategic core of our future development. We are
committed to further investing in our sales, production and R&D capabilities within
international markets to continuously expand our overseas business and operations.

We plan to expand our worldwide sales network and actively pursue diverse partnerships
with renowned multinational companies. To enhance our localized operational capabilities, we
intend to establish additional production facilities and R&D centers in key regions globally.
This will support the localized development, sales and delivery of our products.

We may also consider acquiring influential local targets overseas that have advantages in
branding, technology and channels, to accelerate the growth of our overseas business.

Enhance the sales of our own branded products and enhance our brand recognition

We will enlarge our investment in our own branded operations, with a particular focus on
enhancing the sales proportion of our branded products in overseas markets, and promoting
greater brand recognition for our offerings globally.

We plan to establish additional overseas sales companies and local teams, focusing on
promoting our online retail model, which has been proven to be efficient in driving our sales
performance in China as well as certain Southeast Asian markets. We intend to replicate and
expand this successful sales strategy worldwide.

Leveraging our “AUX” brand, we are gradually developing a diversified and
differentiated brand matrix to cater to a wider range of global consumers. We also plan to
consider venturing into other home appliance categories leveraging on our strengthened brand
recognition.

Continue to expand our central air conditioner business
We will continuously invest in and expand our central air conditioner business, increase

the proportion of sales of central air conditioners, and position our central air conditioner
business as a critical engine for our future growth.
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We plan to deepen our understanding of customized needs across various application
scenarios, and continuously expand our product portfolio to cater to these diverse needs. We
plan to further develop our customer base in traditional industries such as residential housing
and office buildings, while also proactively exploring opportunities in emerging areas such as
energy storage and data centers. This will enable us to capture customer recognition among a
wide range of industries.

We plan to invest in the R&D of our central air conditioner technologies and products,
staying ahead of the curve in terms of the latest industry advancements. We will focus on
improving the performance of our central air conditioners in terms of energy efficiency,
intelligence, reliability and environmental sustainability.

Further invest in R&D and promote digital and intelligent transformation

We will further invest in our R&D efforts, adhering to the rapid product iteration of
“product upgrades taking place annually and major innovations occurring every two years,”
and also consistently incorporating the cutting-edge technologies into our products. Thus, we
plan to improve the overall integration of functionalities and enhancing the intelligence of our
products.

In addition, we will continuously research the foundational technologies that underpin our
air conditioner products, such as thermodynamics, fluid and solid mechanics, polymer
materials, noise and vibration control, energy-saving technologies and human-machine
interaction, which serve as a solid foundation to support our ongoing product upgrades and
iterations.

We will also actively promote digital and intelligent transformation across our entire
operations with a focus of upgrading our AUX Industrial Internet Platform. By leveraging this
advanced platform, we will enhance our data analysis and decision-making capabilities, drive
greater collaborative synergies across our operations, to optimize our corporate management
and business model efficiency.

Combining smart manufacturing and production equipment upgrades, we will further
invest in our facilities, and advance the industrialization, intelligence, and digitalization of our
manufacturing infrastructures.

Promote industrial empowerment and ecological cooperation

Adhering to the principle of “win-win collaboration,” we aim to empower our
stakeholders and build a unique, mutually beneficial ecosystem.

We will provide our customers with comprehensive marketing and resource support
solutions, improving their sales performance and profitability, while also continuously
expanding our sales network. We will actively share our insights on the latest advancements in
new technology, new materials, and new production processes with our supplier partners. This
will empower them to optimize their costs and enhance their manufacturing efficiency, which
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in turn will drive improvements in our own procurement costs and operational agility. We are
also committed to cultivating a team of exceptional talents, providing them with abundant
growth opportunities and competitive incentives to ensure the stability and unity of our
workforce.

By empowering our customers, suppliers and employees, we strive to create greater value
for global users and consumers, and ultimately realize a desirable vision of mutual benefits for
all.

OUR PRODUCTS AND SERVICES

During the Track Record Period, our products primarily include household air
conditioners and central air conditioners. We also engage in certain other businesses primarily
consisting of sales of raw materials and brand authorization. The following table sets forth a
breakdown of our revenue by product and service types for the years/periods indicated.

For the year ended December 31, For the three months ended March 31,
2022 2023 2024 2024 2025
% of % of % of % of % of
RMB’000 revenue ~ RMB’000 revenue ~ RMB’000 revenue RMB’000 revenue RMB’000 revenue
(Unaudited)

Household air conditioners . . 17283960 885 21,683,005 873 25904463 87.1 6542323 889 8376177 8§95

- Wall-mounted units . . . 14457926 740 18208560 733 22082388 742 5610017 762 7,080880 5.7
- Cabinet-style wmits . . .. 2309927 118 3242497 131 3624983 122 §35,747 114 L1891 121
- Mobile units . . . . .. 516,108 27 12,038 09 197,093 07 %3559 13 160406 17
Central air conditioners. . . . 1,885,156 97 2750134 1.1 3223500 108 734978 100 865,208 9.3
Others . . ... ...... 358469 18 398,604 1.6 031,356 2.1 8521 L1 1 12
Total. . ... ... ... 19,527,585 1000 24,831,833 1000 29,759,319 1000  72362,572 1000 9,352,397 100.0

Over the years, we have successfully expanded our presence in the global market. In
addition to China market, as of the Latest Practicable Date, we provide our products to users
in over 150 countries and regions. Our capabilities are widely recognized in both China and the
international market within the industry. We ranked fifth in the global market in terms of sales
volume of air conditioners in 2024, with a market share of 7.1%, according to Frost & Sullivan.
In 2024, we were one of the top three exporters of air conditioners in several countries,
including Brazil, Mexico, Poland, Thailand and Uzbekistan, in terms of import volume of these
countries in 2024, according to the same source.

During the Track Record Period, our business growth, which substantially outpaced
industry growth, was driven by a combination of our rapid expansion in overseas markets,
product innovation and channel expansion. For details, please see “— Our Global Footprint”
and “Financial Information — Year/Period to Year/Period Comparison of Results of
Operations.”
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Product Categories

We primarily sell household air conditioners and central air conditioners, which are
designed to fit a wide range of applications, such as residential homes, office buildings,
shopping malls, hotels, hospitals, and industrial parks. We have focused our product
development on four key factors: efficiency, comfort, health, and intelligence. This dedication
has enabled our rapid innovation and allows for the continuous expansion of our product
portfolio.

O Efficiency: Efficiency is a primary focus in the design of our air conditioning
solutions, reflecting the growing consumer demand for effective cooling and
heating. Our advanced products deliver rapid heating and cooling while maintaining
precise temperature control, thereby reducing energy costs for consumers.
Complementing our commitment to energy efficiency for consumers, we have also
prioritized environmental responsibility by systematically developing, promoting
and applying eco-friendly refrigerants almost across all of our products to further
reduce the environmental impact of our operations and products. See “Business —
Environment, Social and Governance (ESG) — Green Transformation Initiatives”
for details.

O  Comfort: Ensuring a comfortable indoor environment is paramount. Our air
conditioner systems are engineered for quiet operation and optimal air distribution.
Enhanced airflow management contributes to a pleasant atmosphere without
discomfort from direct air exposure, while noise reduction technologies facilitate a
serene setting. Additionally, our air conditioners offer precise heating and cooling
capabilities, as well as excellent stability in performance. This enables our air
conditioners to provide a comfortable temperature experience even under
challenging and extreme environmental conditions.

O Health: Prioritizing health and hygiene, we have developed technologies that
facilitate the easy disassembly and cleaning of air conditioner components. This
focus on cleanliness addresses critical health concerns associated with air
conditioner systems and ensures a hygienic indoor environment. Our products also
incorporate air purification and sterilization features, promoting a safe and healthy

atmosphere.

O  Intelligence: Our air conditioners are designed with advanced interactivity to
enhance user convenience. Since the introduction of smart solutions in 2018, we
have focused on improving product intelligence. Voice-controlled systems allow for
convenient operation, accommodating local dialects effectively. Features such as
adaptive airflow and centralized control for multiple devices ensure a seamless
management experience of indoor environment.

For details, please see “— Research and Development.”
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Household Air Conditioners

We provide household air conditioners, primarily including wall-mounted, cabinet-style
and mobile units. We design and provide various product categories considering factors like
income levels, consumption habits, and climate conditions. Our wall-mounted and cabinet-
style air conditioners are equipped with advanced features such as voice control, optimized
airflow distribution and energy-efficient functions, and are available in different capacities and
energy efficiency ratings. Our cabinet products are also designed for larger spaces and include
features such as enhanced air circulation and wide-angle air distribution. Our mobile air
conditioners feature quiet operation, and remote control and eliminate the requirement for
installation, which mainly targets the overseas market.

In 2022, 2023, 2024 and the three months ended March 31, 2024 and 2025, the sales
volume for our household air conditioners were 10.2 million units, 14.0 million units, 17.1
million units, 4.5 million units and 5.5 million units, respectively. The average selling price of
our household air conditioners amounted to RMB1,698, RMB1,550, RMB1,517, RMB1,445
and RMB1,531 in 2022, 2023, 2024 and the three months ended March 31, 2024 and 2025,
respectively. Such decrease from 2022 to 2024 were primarily as a result of the ramp-up of
sales of our “Hutssom” (#75%) products which led to a change in our product mix, and the
increased proportion of overseas business within our overall operations. The average selling
price of our household air conditioners increased from RMB1,445 for the three months ended
March 31, 2024 to RMB1,531 for the three months ended March 31, 2025, primarily
attributable to our robust expansion of our overseas operations. Concurrently, through the
strategic optimization of order structure while sustaining overall scale, we recorded an increase
in the average selling price during the period.

Our latest product innovations primarily include the second generation of the AUX Zhiyin
(A1) series, which represents our intelligent voice-controlled air conditioners. The
“Zhiyin” name means “to deeply understand the message.” We launched the second generation
of the AUX Zhiyin series in 2024, which includes both wall-mounted and cabinet air
conditioners. The AUX Zhiyin II wall-mounted air conditioner features an upgraded system
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that enables voice control without the need for an internet connection, with fast response even
at a 5-meter distance. It also supports generalized voice control, where it can understand
contextual commands without specific instructions, and can even comprehend regional
dialects. The AUX Zhiyin II cabinet air conditioner comes with an upgraded smart voice
control system that supports both online and offline voice commands. Users can simply give
voice orders to control the air conditioner, which has a sound source localization function with
an 80-degree wide-angle coverage to ensure precise air delivery and avoid blind spots.
Additionally, it has a built-in “air conditioner butler” that allows for scheduling, remote
control, and integrated online entertainment and interactive features.

Both the wall-mounted and cabinet models in AUX Zhiyin II series have panel upgrades
using eco-friendly materials, such as the most innovated lamination technology, to cater to
young consumers’ demands for aesthetics and health. The five-in-one smart control system
offers users various convenient control options, including NFC touch control, app control,
Bluetooth one-touch pairing, voice control and traditional infrared remote control, which
addresses the pain points of users who have difficulty finding the remote or struggle with the
complex controls of traditional air conditioners, providing a convenient and trendy smart home
experience. The AUX Zhiyin II series also features a fifth-generation self-cleaning function,
addressing the health concerns of consumers. In 2024, AUX Zhiyin series won the “Red Top
Award” at the “China High-end Home Appliance Trend Release and Red Top Award

Ceremony.”

Central Air Conditioners
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We provide central air conditioners, primarily including VRF systems, packaged units,
heat pumps, chillers and terminal devices. Our sales of central air conditioners grew rapidly
during the Track Record Period, benefiting from the increase in consumer demand for central
air conditioners and our accurate judgment of the market.

O VRF systems: VRF systems are known for their energy efficiency and flexibility, the
high energy efficiency of which help users save energy. Unlike traditional heating,
ventilation, and air conditioning (HVAC) systems that use a constant amount of
energy to heat or cool an entire building, VRF systems provide zonal control,
allowing for individual temperature settings in different areas or zones of a building.
This zoning capability helps optimize energy consumption and reduce waste. One of
the key components of a VRF system is the outdoor unit, which is connected to
multiple indoor units. The outdoor unit circulates refrigerant to the indoor units,
providing cooling or heating as required. Our VRF systems feature precise
temperature control, rapid cooling and heating, low-noise operation, high energy
efficiency and remote-control capabilities, with 12 levels of protection to safeguard
stable operation. Equipped with multi-level silent modes, our VRF systems can
realize noise reduction of up to 10dB. Moreover, our VRF systems boast an
ultra-wide voltage adaptation capability, superior to the national standard by 5%
(national standard £10%), ensuring reliable and uninterrupted performance even in

challenging power supply conditions.

) Packaged units: Packaged units include ducted units, cassette units, and suspended
units, etc. Ducted units feature a slim body, with functions such as self-cleaning,
high-temperature sterilization, constant airflow, free switching of return air
methods, and quiet operation functions. The cassette unit is equipped with a
combined display and control board, with temperature control accuracy of +0.1°C,
centrifugal fans, and high-efficiency heat exchangers, achieving the avoidance of
direct delivery of cold air and rapid cooling and heating functions.

O Heat pumps: Heat pumps offer diverse functions including heating, cooling and
humidity management by transferring heat out of a space during summer and
drawing heat into the space during winter. Our heat pumps can supply hot water at
80°C in an environment of -10°C, which is very suitable for boiler-converted houses
and meets various end-point water temperature requirements. With unique noise
reduction designs, our heat pumps can achieve noise levels as low as 35dB at 3
meters. In addition, our heat pumps feature full DC inverter technology, combined
with flexible intelligent control, which enables real-time control of the opening or
closing of the floor heating mixing value and water temperature changes within
+0.5°C, ensuring comfort and energy savings. In response to the evolving energy
scenarios in North America and Europe, we have launched a range of air source heat
pump products in 2022. Our heat pumps reach the highest seasonal coefficient of
performance of A+++, which is the highest energy efficiency class in European
countries.

- 191 -



BUSINESS

O Chillers: Chillers are central air conditioner systems made up of units with specific
cooling or heating abilities that can be combined as needed. Our main chiller
products are air-cooled modular units, using air for cooling or heating, which have
a new space-saving design and can handle ultra-low-temperature heating at -25°C,
run multiple units together, and rotate between different modules.

O Terminal devices: Terminal devices are equipment combinations that help cool,
heat, humidify, dehumidify and filter air, primarily including products such as
surface heat exchangers, spray systems and filters. Our terminal products mainly
include fan coil units and air handling units. In 2017, we launched our hidden fan
coil units and air handling units with low air leakage and compact designs to expand
our product portfolio.

In 2022, 2023, 2024 and the three months ended March 31, 2024 and 2025, the sales
volume for our central air conditioners were 0.9 million units, 1.3 million units, 1.6 million
units, 0.4 million units and 0.4 million units, respectively. The average selling price of our
central air conditioners remained relatively stable during the Track Record Period, amounted
to RMB2,216, RMB2,137, RMB2,061, RMB2,073 and RMB1,962 in 2022, 2023, 2024 and the
three months ended March 31, 2024 and 2025, respectively.

We provide end customers with installation services which are bundled together with the
domestic sale of household air conditioners, and limited installation services which are bundled
together with the domestic sale of central air conditioners, in mainland China. For our overseas
sales, we do not provide bundled installation services. We collaborate with independent third
parties to provide installation services, and conduct training for these service providers to
enable the delivery of standardized and comprehensive installation services for our air
conditioners. The fee arrangement between the third-party installation service providers and us
is based on standardized installation charges specific to each air conditioner model. Most of
these settlements are finalized on a monthly basis.

Other Products and Services

We engage in certain other businesses primarily consisting of sales of raw materials and
brand authorization. We sell certain raw materials, primarily including steel and plastic. Our
large-scale production enables us to centralize the procurement of many raw materials and
components with lower costs.

Further, we generate royalty fees through our brand authorization, which includes a range
of kitchen appliances and other small home appliances. Typically, the authorization scope is
limited to mainland China, and authorized parties are prohibited from exporting authorized
products to ensure brand consistency and control across different markets. Leveraging the
established reputation of our trade name “Aux”, our authorized partners develop and market
kitchen appliance and other small home appliance products, thereby enhancing our market
presence and strengthening brand recognition in mainland China. This arrangement also allows
us to identify and capitalize on high-demand product categories with significant growth
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potential, while maintaining the option to pursue strategic acquisitions or partnerships for
market expansion. To safeguard our brand image and ensure product quality of these authorized
partners, we have established a multi-layered control mechanism under our brand authorization
arrangements. Authorized parties are required to strictly comply with national and industry
standards to ensure that the authorized products meets the required quality standards. We retain
the right to oversee their production processes, raw material procurement, and product quality,
and we may conduct on-site inspections to ensure compliance. Any failure to meet these
standards may result in penalties. The brand authorization agreements also include specific
sales performance metrics and distribution channel requirements to maintain market discipline

and optimize brand presence.

OUR GLOBAL FOOTPRINT

In China, we primarily provide household air conditioners and central air conditioners to
our distributors or individual customers. In 2022, 2023, 2024 and the three months ended
March 31, 2024 and 2025, revenue from our business in China amounted to RMBI11,141.6
million, RMB14,419.5 million, RMB15,078.6 million, RMB3,662.6 million and RMB4,016.6
million, respectively, representing 57.1%, 58.1%, 50.7%, 49.7% and 42.9%, respectively, of
our total revenue in the corresponding periods. We started from China with a global vision. In
2022, 2023, 2024 and the three months ended March 31, 2024 and 2025, revenue from our
business in overseas market amounted to RMBS&,386.0 million, RMB10,412.4 million,
RMB14,680.7 million, RMB3,670.0 million and RMBS5,335.8 million, respectively,
representing 42.9%, 41.9%, 49.3%, 50.3% and 57.1%, respectively, of our total revenue in the

corresponding periods.

Based on our deepening understanding of overseas markets and accumulated resources,
we have structured an overseas business structure that synchronizes the development of OBM
and ODM. We have achieved success in our ODM business leveraging our strong production
capabilities and global supply. In 2022, 2023, 2024 and the three months ended March 31, 2024
and 2025, our revenue from our ODM business in overseas markets amounted to RMB6,881.0
million, RMBS,503.3 million, RMB11,936.7 million, RMB3,238.5 million and RMB4,374.1

million, respectively.

Not being limited to mere ODM model, we consistently enhanced our capabilities to
promote our own brands. We have partnered with country-wide agencies and local distributors
to sell our air conditioners while actively enhancing our brand recognition in local markets.
Through advanced networks of national agents and distributors, we are able to effectively enter
new markets with our own-brand products. In recent years, we have established sales
companies and local teams in overseas markets such as Malaysia, Thailand, the U.S., the UAE,
Vietnam and Saudi Arabia, strategically laying the groundwork for our global sales network.
At the same time, we have effectively expanded our successful online retail model and the
coverage of our “Hello AUX” ecosystem from the domestic market to the international market,
enabling overseas distributors to seamlessly place orders with us. For further information,
please refer to “— Sales and Marketing” below. We believe that the proliferation of the online

retail model and the coverage of our “Hello AUX” ecosystem within our international sales
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strategy will drive substantial growth in our global sales performance. The establishment of our
sales companies and local teams in Thailand and Malaysia has been particularly successful,
with revenue generated from these markets experiencing multiple-fold growth from 2023 to
2024. While our overseas sales operations are still developing, we anticipate robust revenue
growth from these markets. In addition, we also empower our overseas customers by providing
customized component and semi-finished product solutions tailored to their customized needs.
In 2022, 2023, 2024 and the three months ended March 31, 2024 and 2025, our revenue from
our OBM business in overseas markets amounted to RMB1,505.0 million, RMB1,909.1
million, RMB2,744.0 million, RMB461.5 million and RMB961.6 million, respectively.

In 2019, we established our R&D center in Japan and a production facility in Thailand to
further penetrate into global markets. Our R&D center in Japan plays a strategic role in
advancing our technological capabilities, leveraging Japan’s leading position in home
appliance and commercial technologies. With approximately 20 Japanese researchers, the
center concentrates on exploring frontier fields, particularly central air conditioner systems,
including control systems, airflow channels and industrial design. In addition, our Thailand
production base marks the commencement of our overseas capacity layout, which is designed
to optimize localized manufacturing, reducing lead times and increasing operational efficiency.
This facility not only strengthens our presence in the Southeast Asian market but also serves
as a springboard for further international expansion. As of the Latest Practicable Date, our
Thailand production base primarily fulfills orders from Southeast Asian and North American
markets. Moreover, we have been closely monitoring and will continue to evaluate changes in
tariffs applicable to products exported from both China and Thailand, and will determine the
most suitable manufacturing location for overseas orders on this basis. To further enhance our
supply chain flexibility and better respond to potential geopolitical risks, we also plan to
establish additional production bases in the Middle East, the Americas, and other appropriate
locations over the next five years. For details of the production capacity of our Thailand
production base, see “— Manufacturing and Production — Production Facilities.”

During the Track Record Period and up to the Latest Practicable Date, we are not aware

of any material breaches or non-compliance with applicable laws and regulations in the

jurisdictions where we operate.
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The following table sets forth a breakdown of our revenue by geographic locations for the
years/periods indicated:

For the year ended December 31, For the three months ended March 31,
2022 2023 2024 2024 2025
% of % of % of % of % of
RMB’000  revenue ~ RMB’000  revenue ~ RMB’000  revenue ~ RMB’000  revenue ~ RMB’000  revenue
(Unaudited)

Chima. . ............ 1,141,582 570 14419477 581 15,078,580 507 3,602,583 49.7 4016,028 429
Asia (except China) . . . .. .. 4800,131 246 5134525 231 7339872 247 1,956,838 26.6 2944806 315
Burope . . .. ... ... ... 1,789,547 9.2 2280070 9.2 3024817 102 810,999 110 1,091,794 117
North America” . . . . ... .. 1041432 53 1,132,694 46 2,095,134 70 579639 79 392876 42
South America. . . . ... ... 460827 24 71983 29 1,507,028 5.0 184027 2.5 518,585 5.6
Other countries/regions(z) ..... 294,066 ﬁ 543031 ﬂ 713,888 ﬂ 168,486 ﬁ 387,708 ﬂ
Total . . ............ 19,527,585 W 24,831,833 M 29,759,319 M 7,362,372 M 9,352,397 M

(1)  During the Track Record Period, our revenue generated from North America was primarily represented revenue
generated from Mexico.

(2)  Primarily include Africa and Oceania.

During the Track Record Period, our rapid expansion in overseas markets largely
contributed to our business growth, which substantially outpaced industry growth. In 2024, our
total revenue increased by 20% year-on-year, with export sales growing by 41%, substantially
higher than the industry average, while domestic sales growth remained generally in line with
the market. Our strong performance in overseas markets was attributable to our high product
quality, competitive pricing, and efficient delivery, which have earned broad recognition from
international customers. In North America, we achieved an 85% increase in revenue, with the
Mexican market up by 92%, mainly due to our ability to respond quickly to market demand and
leverage our cost-effective product strategy and fast delivery capabilities. In South America,
our revenue grew by 109% as we deepened technical cooperation with key ODM customers in
Brazil, providing professional technical support to enhance customer production efficiency and
drive order growth. In Southeast Asia, we achieved an 39% increase in revenue, primarily due
to our ongoing efforts in localized operations and the successful replication of our domestic
online retail model. In particular, we achieved multiple-fold growth of business scale in core
markets such as Thailand and Malaysia. In the Middle East, we responded to rising demand for
high-temperature air conditioning solutions by launching innovative inverter products,
resulting in increased market share and substantial revenue growth in the UAE and Saudi
Arabia. Through these comprehensive measures, we effectively captured market opportunities
in multiple regions, which enabled our overall business performance to significantly
outperform the industry during the Track Record Period.
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Transfer Pricing Arrangement

During the Track Record Period, we conducted our operations primarily through our
subsidiaries in China and established subsidiaries in overseas jurisdictions to expand the
operation in the international markets. During the same period, our international intra-group
transactions primarily included (i) exporting products from AUX Import & Export to affiliated
overseas companies in selected overseas jurisdictions for sales to our overseas distributors and
customers; (ii) exporting semi-finished products from AUX Import & Export to the production
base in Thailand and manufacturing into finished products for subsequent sales; and
(iii) receiving R&D services from the R&D center in Japan (together, the “Covered
Transactions”).

The Organization for Economic Co-Operation and Development (the “OECD”), an
international organization of international cooperation, promulgated the Transfer Pricing
Guidelines for Multinational Enterprises and Tax Administrations (the “OECD Transfer
Pricing Guidelines”), which are generally followed by the relevant tax jurisdictions involved
in international intra-group transactions. According to the OECD Transfer Pricing Guidelines,
the intra-group transactions should be on an arm’s length basis to avoid distorted taxable
income in different jurisdictions.

We have engaged the Transfer Pricing Advisor to conduct a transfer pricing review and
benchmarking studies on the Covered Transactions during the Track Record Period to assess
whether our transfer pricing arrangements are compliant with the arm’s length principle in
accordance with the OECD Transfer Pricing Guidelines. The Transfer Pricing Advisor
conducted an independent analysis and considers the transfer pricing arrangements of the
Covered Transactions to be compliant with the arm’s length principle in accordance with the
OECD Transfer Pricing Guidelines during the Track Record Period.
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DIGITAL AND INTELLIGENT OPERATION AND MANAGEMENT PLATFORM

Based on our deep-rooted experience accumulated over decades of development, we have
developed a mature and efficient digital operation system that enables precise management
throughout the entire product lifecycle. We have successfully established the AUX Industrial
Internet Platform, leveraging advanced information technologies such as big data and cloud
computing, which play a vital role in managing our operations across all departments. We are
recognized as a benchmark enterprise for “Robotics +” applications in Zhejiang Province in
2023. In addition, AUX Industrial Internet Platform not only enhances our operations but also
empowers our partners in the industry by digitizing collaborative details throughout our
partnership. The following diagram sets forth the main functions of our AUX Industrial
Internet Platform:

AUX Industrial Internet Platform
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The AUX Industrial Internet Platform serves as the cornerstone of our digitalization
efforts, which seamlessly integrates R&D, production, supply chain operations, and sales to
bolster our overall operational efficiency. Leveraging advanced big data analytics, the platform
facilitates data-driven decision-making, enabling precise operational strategies and optimized
production planning.

The AUX Industrial Internet Platform focuses on enhancing digitalization and
intelligence across our operations, covering all key functions from strategic planning to
operational optimization. By sharing the requirements across our operational processes, we are
able to further reduce costs associated with these activities. The platform’s technological
infrastructure provides an efficient and secure development framework that enables modular
design and system replicability. The data layer features a robust data management system that
covers the full data lifecycle, from collection and governance to advanced analytics. This
transforms industrial data into a strategic asset, powering innovative applications and driving
data-driven decision making. The edge layer serves as the foundation, connecting physical
manufacturing assets to cloud infrastructure. Through real-time data collection, preprocessing,
and secure transmission, this edge layer establishes a reliable foundation for the AUX
Industrial Internet Platform.

Furthermore, the AUX Industrial Internet Platform enhances customer engagement

through digital channels, which elevates service quality and responsiveness.

SALES AND MARKETING

Our Sales Networks

Depending on the breadth and scale of our sales, we have developed effective sales
strategies for various sales channels and regions. We have integrated online and offline
channels to better serve our customers and expand our penetration to broader markets.
Additionally, we have implemented a hybrid distribution model and direct sales. We were the
first in the industry to develop an online retail model, which enables a large number of SME
retailers to directly order and purchase products from us, so that we can connect with SME
retailers and react promptly to changes in consumer preferences and market demand.

As of March 31, 2025, we had 2,375 sales personnel. Our sales and marketing team are
responsible for overseeing and managing our relationships with our global sales network.
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The chart below sets forth our major sales channels.

through our own online shopping Hello AUX

platform or self-operated stores
J  on e-commerce platforms.

| Distributors sell products through
S .
online stores or e-commerce

il . ‘ An innovative online retail
platforms that purchase from us e R st
=

online and offline sales,
allowing SME retailers to
purchase directly from us
AUX APP and sell to consumers,
thereby reducing the

‘ . ) Wesell directly to consumers

Online
Sales

and sell to consumers.

Conduct direct sales primarily distribution layers.

to enterprise customers, or Customers
collaborate with other manufacturers

to design and produce products that —

bear the customer’s brand. m

S | Distributors sell products through SME retailers
offline channels.

Note:

(1) Our “online retail model (L ZHE#IZL)” refers to an integrated online and offline distribution model firstly
introduced by us in the industry in 2017, which creates a flatter distribution structure empowered by our
self-developed online management systems. Our online retail model streamlines distribution layers, enhancing
our closer communication and collaboration with offline SME retailers. We use the self-developed efficient
online management systems (such as “Hello AUX (/MEEH)” and “AUX Manager (/MEE )" apps) manage
our distributors through digital means.

The table below sets forth revenue contribution from our major sales channels for the
years/periods indicated.

For the year ended December 31, For the three months ended March 31,
2022 2023 2024 2024 2025
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)
China
Online sales . . . . ... .. 4588921 235 600184 242 6669514 224 1425530 194 1496829 160
Distribution . . . . . . .. 3490768 179 5021902 202 5,632,022 189 1338287 182 1290869 13.8

- Online distribution buyout .~ 1,024316 52 2685912 108 2747908 9. 759861 103 590250 6.3
- Online distribution through
the e-commerce platform’s

warchouse . . . . .. . . 1,820556 93 1948378 78 2250184 16 488,828 6.6 595,803 6.4
— Online distribution with
direct shipment . . . . . . 045,896 33 387611 1.6 631,930 2.1 80598 1.2 104817 11
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Direct sales . . . ... ..
- Direct sales to consumers
through the flagship stores
we operate on third-party
online platforms . . . . .
- Direct sales to consumers
through our own shopping
platform AUX E-Store. . .
Offline sales . . . . .. ...
Distribution

Direct sales . . . .. ...

Subtotal . . .. ... ...,

Overseas

For the year ended December 31,

For the three months ended March 31,

2022 2023 2024 2024 2025
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)
1,098,153 5.6 979952 39 1,037492 3.5 871242 12 205,960 2.2
781,758 40 634,080 2.6 929770 3.1 57,678 0.8 195905 2.1
316,395 1.6 345,206 14 107,722 04 29564 04 10,0557 0.1
6,952,061 33.6 8417623 339 8409066 283  2237,054 303 2519799 269
6,508,791 333 §,323.207 335 8274498 278 2203046 299 2499718 267
43871 ﬂ 94,416 ﬂ 134,567 ﬂ 34008 ﬂ 20,081 ﬂ
11,141,582 ﬂ 14419477 & 15,078,580 ﬂ 3,602,583 ﬂ 4,016,028 ﬂ
1,505,014 77 190902 77 2744015 92 461,460 63 961,629 103
6,880,989 ﬂ 8,503,304 ﬂ 11,936,724 ﬂ 3,238,529 ﬂ 4374139 @
§.380,003 429 10412356 419 14680739 493 3699989 503 5335768 571

(1)  Despite the significant growth of online direct sales in China during the Track Record Period, our
revenue generated from online direct sales to consumers through our own shopping platform AUX
E-Store in China decreased from RMB29.6 million for the three months ended March 31, 2024 to
RMB10.1 million for the same period in 2025. This decrease was primarily due to our strategic decision
to focus more on third-party e-commerce platforms, which demonstrated strong performance and high
traffic during this period.

(2)  Our revenue generated from offline direct sales in China decreased from RMB34.0 million for the three
months ended March 31, 2024 to RMB20.1 million for the same period in 2025, primarily due to a major
bidding project in the first quarter of 2024.
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Online Channels

Our online sales primarily include (i) distribution through e-commerce platforms, and (ii)
direct sales to consumers through flagship stores we operate on third-party online platforms or
through our own shopping platform AUX E-Store.

As a key player to establish a strong presence through online sales of air conditioners, we
began to deeply collaborate with mainstream e-commerce platforms as early as 2011,
capitalizing on the burgeoning e-commerce market in China and amassing significant expertise
in online sales operations. Our online distributors are primarily distributors of B2B2C
channels. Under the B2B2C model, we sell our products to intermediary platforms and/or
independent online stores that subsequently re-sell these items to end customers. Our online
distributors are responsible for the sales and marketing, while we are responsible for the
after-sales services. Depending on the distribution agreements, we either deliver products
directly to end customers based on their orders through our online distributors, or we deliver
products to locations specified by our online distributors, who then handle the product delivery
to end customers. Set out below are details of our various online distribution models based on
the type of distributor and the method of delivery.

. Online distribution buyout. In this model, distributors operate stores on
e-commerce platforms and we sell products to these distributors and deliver the
products to the warehouses designated by the distributors. The distributors then sell
the products through their online stores and arrange delivery to end consumers.

. Online distribution through e-commerce platform’s warehouse. In this model, we
sell products directly to large e-commerce platforms, and deliver the products to the
warehouses operated by these platforms. The e-commerce platforms then sell the
products through their self-operated online stores and handle delivery to end

consumers.

. Online distribution with direct shipment. In this model, end consumers place orders
through stores operated by distributors on e-commerce platforms. We sell products
to the distributors and, based on the order information provided by the distributors,
deliver the products directly to the end consumers.

Different sales channels are strategically positioned to meet distinct market demands.
Self-operated flagship stores cater to consumers seeking premium products and professional
services, authorized stores provide a broader product selection, and platform-operated
supermarkets offer one-stop shopping convenience. Our Directors are of the view that it is an
industry norm for air conditioner companies to operate multiple stores on the same e-commerce
platform to enhance market coverage and consumer reach. To ensure synergy between our
distribution and direct sales models while mitigating potential channel conflicts, we have
implemented a unified pricing policy for online sales to maintain consistency across sales
channels and a differentiated operational strategy tailored to the characteristics of each
channel. We also coordinate promotional activities to preserve brand value and prevent internal
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competition. Leveraging brand product analysis, consumer behavior insights, and platform-
specific dynamics, we continuously optimize channel coordination to expand our consumer
base, enhance brand recognition, and strengthen overall market positioning.

Offline Channels

Our offline sales primarily include (i) distribution through distributors, and (ii) direct
sales, including selling our OBM products to enterprise customers, and directly selling to ODM
customers, who then resell the products we manufacture under their own brands. During the
Track Record Period, we only provided air conditioner products to overseas customers, mainly
in Mexico, Brazil, Thailand, Malaysia, the UAE and Saudi Arabia, among others, through
offline channels, including sales of OBM products through distributors and sales of ODM
products to ODM customers. For overseas offline channels, our distributors are generally not
exclusive distributors. Overseas offline distributors may appoint sub-distributors in designated
regions and channels to enhance local market coverage, and we generally do not enter into
agreements with sub-distributors.

Our offline distributors include regional distributors and SME retailers evolved over time
to fit in, among other things, our business strategies, development stages and market
conditions. For instance, we have authorized regional distributors located in the northern parts
of Henan Province as well as in Northeast China to sell our products in such areas. We typically
assess whether to engage regional distributors or adopt the online retail model in each region,
and clearly delineate their geographic coverage, based on local conditions and our
understanding of the local markets. These regional distributors are typically well-established
air conditioner distributors with local sales networks and resources, who are able to make large
purchases from us and have maintained long-term collaborations with us. In specific areas, we
either engage regional distributors, who are responsible for overall management within specific
areas, or adopt an online retail model and directly engage SME retailers. By implementing
measures to prevent cross-region sales, we believe there is no direct competition between our
regional distributors and SME retailers. For details of our measures to prevent cross-region
sales, see “— Distribution Management — Management of Our Distribution Network.” During
the Track Record Period, we authorized certain distributors to use our trade name, namely Aux
(H5EH), in the name of their business entities, primarily intended to enhance our brand
recognition and visibility. As of the Latest Practicable Date, we were not aware of any potential
abuses or improper use of our name by our distributors which could adversely affect our
reputation, business operation or financial condition.

Our competitive advantages in securing contracts with ODM customers are rooted in our
extensive industry experience, robust manufacturing capabilities, commitment to quality, and
ability to ensure timely delivery. We have established strong brand recognition and trust among
ODM customers through our consistent track record of delivering high-quality products. By
strictly adhering to international quality management standards, such as [SO certifications, we
ensure that our product development, design, and manufacturing processes meet the highest
standards. We leverage advanced smart manufacturing systems and flexible production lines,
which allow us to adjust production plans efficiently to cater to the diverse needs of ODM
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customers, ensuring timely and reliable delivery. In addition, our refined supply chain
management, supported by long-term partnerships with suppliers and dynamic inventory
management, ensures the stable supply of raw materials while reducing production cycles and
improving delivery efficiency. Furthermore, our competitive pricing advantage is driven by
economies of scale in raw material procurement and cost efficiencies achieved through
automated production lines and continuous process optimization, enabling us to provide ODM
customers with attractive pricing without compromising quality.

During the Track Record Period, our increased sales under the ODM model contributed
to the growth of our total revenue. However, this also temporarily pressure on overall gross
margins. Historically, not being limited to mere ODM model, we consistently enhanced our
capabilities to promote our own brands. We have partnered with agencies around the world and
local distributors to sell our air conditioners while actively enhancing our brand recognition in
local markets. Through advanced networks of national agents and distributors, we are able to
effectively enter new markets with our own-brand products. In particular, we plan to establish
additional overseas sales companies and local teams, focusing on promoting our online retail
model. Notably, our collaborations with ODM customers have provided valuable insights into
consumer preferences and market environments, which support the establishment of our sales
companies and local teams in overseas markets. In 2022, 2023, 2024 and the three months
ended March 31, 2024 and 2025, our revenue from our OBM business in overseas markets
amounted to RMB1,505.0 million, RMB1,909.1 million, RMB2,744.0 million, RMB461.5
million and RMB961.6 million, respectively. Going forward, we plan to enhance the sales of
our own branded products and enhance our brand recognition. Leveraging our “AUX” brand,
we are gradually developing a diversified and differentiated brand matrix to cater to a wider

13

range of global consumers. See also “— Our Strategies — Enhance the sales of our own
branded products and enhance our brand recognition” and “— Our Global Footprint.” Given
the continuously increasing sales of our own brands, we anticipate maintaining our overall

gross profit margin in the long term.

Set out below are the key terms of standard agreements we enter into with our ODM

customers:

. Product specifications: The contracts with our ODM customers outline the specific
details of the products to be supplied, including specifications, packaging,

quantities, and unit prices.

. Payment: The payment terms usually involve an upfront payment as a deposit, with
the remaining balance paid according to the respective credit terms.

. Delivery: Our ODM customers are primarily overseas customers. For overseas sales,

we generally bear the costs and risks related to the shipment of ordered products
before the products have been loaded on board and shipped out of the port.
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. Warranty period: Any claims for quality discrepancies must be submitted with
Survey Reports issued by Public Surveyors recognized by us, within 30 days of the
goods’ arrival at the port of destination. Depending on case-by-case negotiations, we
may offer a limited warranty on products sold to ODM customers. For those
customers to whom a warranty is offered, the warranty period typically ranges from

one to three years.

. Intellectual Property: All intellectual properties of ODM products which we
produce belong to our Group unless the agreement specifies. Without our prior
written consent, our ODM customers are prohibited from using our trademark
(registered or unregistered), brand name, trade name, or domain name for any
purposes other than those specified in the ODM agreement. In addition, the other
intellectual properties associated with our ODM products are not transferred to our
ODM customers as part of the sales. All of our intellectual property is safeguarded
in compliance with the applicable laws and regulations of the relevant jurisdictions.
We shall not be liable for any intellectual property infringements resulting from the
resale or use of goods within the territory of our ODM customers. It is the sole
responsibility of our ODM customers to ensure that the goods do not infringe upon
any intellectual property rights. Furthermore, they shall indemnify and hold us
harmless from any claims, damages, or expenses arising from such infringements.

Online Retail Model and “Hello AUX (NREE)” — Mixed Model Integrates Online and
Offline Advantages

Our online retail model integrates the advantages of online management and offline
coverage. We were a key player in selling air conditioners online. Since 2011, we collaborated
with leading e-commerce platforms in China and gained valuable expertise in online sales.
While numerous competitors adhered to conventional distribution practices involving multiple
layers of distributors and sub-distributors with markups at each level, we diverged from this
approach. Instead, we substantially reduced the layers of distribution and therefore eliminated
markups. As a result, we introduced our online retail model in 2017, and steadily refined its
efficiency during the past years. Our Directors are of the view that we adopted the online retail
model and were subsequently followed by other companies in the industry which then adopted

similar sales model.
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Our online retail model streamlines distribution layers, enhancing our closer
communication and collaboration with offline SME retailers. Through robust partnerships with
these SME retailers, who possess a more timely and in-depth understanding of local market
dynamics and consumer behaviors, we swiftly access sales data and extend our footprint in
lower-tier markets. We implement a series of policies aimed at benefiting and motivating our
distributors through innovative distribution models and favorable management measures. Our
streamlined distribution model significantly reduces the number of intermediary layers,
allowing us to avoid substantial costs across multiple layers of distributors. This enables us to
offer more competitive pricing and sales policies to our distributors, making our business
model particularly attractive to small and medium-sized distributors. Furthermore, the flexible
ordering policy empowers these SME retailers to place orders with us as required, mitigating
product accumulation within distribution channels and making us react promptly to changes in
consumer preferences and market demand. In terms of logistics, we do not impose minimum
purchase quantity requirements, allowing distributors to place orders flexibly based on market
demand. This flexibility helps distributors better align their orders with end-market needs and
minimizes inventory risks within the distribution channel. Additionally, we have introduced
rebate policies customized according to distributor type, sales channel, client category, and
product type. Distributors that meet specified procurement goals and other relevant criteria are

qualified for monthly, quarterly, or annual rebates.

We use the self-developed efficient online management systems (such as “Hello AUX (/>
B EE)” and “AUX Manager (/MR XK)” apps) manage our distributors through digital
means. The following images set forth the main function of our “Hello AUX” app.

Product Function Overview
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“Hello AUX” app offers features that streamline procurement processes, enhance order
management, and improve operational efficiency, enabling distributors to manage their
business needs more effectively. Distributors can utilize “Hello AUX” app for one-stop
purchasing, promptly accessing the latest sales policies, product information, and other crucial
marketing details. With this method, our distributors can place orders through our app “Hello
AUX” even for small quantities of products, while we ship products directly to such
distributors. “AUX Manager” app is an intelligent management tool we developed to optimize
employee management and enhance internal operational efficiency. With features such as
customer outreach, store visit planning, and data analysis, it strengthens our headquarters’
management capabilities and ultimately drives overall operational efficiency. Our marketing
managers can utilize our “Hello AUX” and “AUX Manager” apps to track and manage
distributor orders and inventory in real-time, enabling precise management. The “Hello AUX”
app was first developed and used to effectively manage our wide range of distributors under
the online retail model. As the functionality of the “Hello AUX” app improved, we gradually
expanded its use to effectively manage most of our distributors, regardless of their distribution
channels. Furthermore, we have derived and built a unique, mutually beneficial “Hello AUX”
ecosystem that connects distributors, logistics providers, installation service providers and
after-sales service providers, enabling them to access real-time service requests and optimize
the operational efficiency of the services they provide.

Our online retail model and “Hello AUX” ecosystem experienced significant expansion
during the Track Record Period. Leveraging the capabilities of our “Hello AUX” app for
streamlined sales data management, the majority of our distributors, including online
distributors, offline regional distributors and SME retailers, utilized the app for order
placement and tracking. As of December 31, 2022, 2023 and 2024 and March 31, 2025, 4,457,
6,207, 6,709 and 7,283 distributors in China placed orders with us through our “Hello AUX”
app during the past 12 months, accounting for 90.3%, 95.7%, 97.9% and 98.4% of our total
distributors in China as of the same dates, respectively.
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As advised by our PRC Legal Advisors, the operation of our “Hello AUX” app and “AUX
Manager” app does not constitute value-added telecommunications services and therefore does
not require ICP licences. According to the Administrative Measures on Internet-based
Information  Services ( (EBFHME EMBEEHPEL) ) and  the Classification of

Telecommunications Services ( {FE{E 7

J{H #k) ), enterprises that engage in operational
internet information services are required to apply for an ICP license. Operational internet
information services refer to the provision of information, web page production and other
services to internet users through the internet for a fee. Our “Hello AUX” app facilitates
product transactions and sells air conditioner products to distributors, while our “AUX
Manager” app is used exclusively for internal operations, such as distributor management.
Since we only charge the distributors for the purchase of air conditioner products through our
“Hello AUX” app and do not charge fees for the information related to these two applications,

these apps do not constitute the provision of operational internet information services.
Distribution Management
Selection of Distributors

We consider a number of selection and evaluation criteria in selecting distributors while
taking regional differences into account, including, among others, their industry experience,
market coverage, reputation and credibility, financial conditions, management capabilities,
legal compliance status, understanding of our brand concept and business philosophy and
warehousing and logistics capabilities. Only candidates that pass our selection and evaluation

criteria will be qualified as our contracted distributors.
Relationship with Distributors

During the Track Record Period, sales to our largest distributor in each year/period
accounted for approximately 18.7%, 14.7%, 16.1%, 13.7% and 15.6% of our total distribution
channel revenue in 2022, 2023, 2024 and the three months ended March 31, 2024 and 2025,
respectively, and sales to our five largest distributors in each year/period in aggregate
accounted for approximately 32.9%, 29.7%, 27.3%, 26.5% and 18.0% of our total distribution
channel revenue in 2022, 2023, 2024 and the three months ended March 31, 2024 and 2025,
respectively.

Our distribution models are in line with the industry norm. Our relationship with our
distributors is a buyer and seller relationship. During the Track Record Period and up to the
Latest Practicable Date, we have maintained good business relationships with our distributors.
The following table sets forth the total number of our distributors in China and overseas and
their movement, as well as further breakdown of our online and offline distributors (before
dual-channel eliminations) and their movement, during the Track Record Period.
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For the three months

As of/For the year ended December 31, ended March 31,
2022 2023 2024 2024 2025
Total
As of the beginning
of the period . .. .. 5,370 5,024 6,643 6,643 7,605
Addition of new
distributors . . . . . 2,129 3,129 3,546 1,041 967
Inactive
distributors'" . . . (2,475) (1,510) (2,584) (962) (260)
Net
increase/(decrease)
in distributors. . . (346) 1,619 962 79 707
As of the end of the
period .......... 5,024 6,643 7,605 6,722 8,312
Online distributors®
As of the beginning
of the period . .. .. 100 130 151 151 153
Addition of new
distributors . . . . . 63 53 51 13 10
Inactive
distributors‘" . . . (33) (32) (49) (10) (12)
Net
increase/(decrease)
in distributors . . . 30 21 2 3 2)

As of the end of the
period .......... 130 151 153 154 151

Offline distributors®
As of the beginning

of the period . .. .. 5,297 4,936 6,540 6,540 7,493
Addition of new

distributors . . . . . 2,086 3,092 3,510 1,034 964
Inactive

distributors'” . . . (2,447) (1,488) (2,557) (959) (251)
Net

increase/(decrease)

in distributors. . . (361) 1,604 953 75 713

As of the end of the

period .......... 4,936 6,540 7,493 6,615 8,206

- 208 —



BUSINESS

Notes:

(1)  Inactive distributors are distributors with whom we did not have sales during the preceding 12-month
period. The number of inactive distributors fluctuated during the Track Record Period, primarily
because we engaged two and one regional distributors in 2022 and 2023, respectively, in certain areas
in China, because such regional distributors have a deeper understanding of the local markets.
Therefore, we ceased to directly collaborated with other distributors in such areas which became
inactive distributors in the current or following period.

(2)  Certain distributors operate through both online and offline channels under our distribution agreements
with them. These dual-channel distributors are counted separately in each category in the table above,
resulting in a sum of online and offline distributors that exceeds our total distributor count as of each
date.

During the Track Record Period, the new distributors we had in each year/period were
primarily due to the growth of our business and expansion of our sales network. In particular,
we actively explored an efficient distribution system, our online retail model, to seize the
opportunities in lower-tier markets, and therefore the total number of our distributors
continuously grew.

There was a distributor during the Track Record period is a company in which a relative
of one of our Directors holds a 50% equity interest, and hence a connected person of our
Company. Our transactions with this distributor were conducted on an arm’s length basis.
During the Track Record Period, revenue from this distributor accounted for approximately
0.01% of our total revenue during the same period. For details, see “Financial Information —
Related Party Transactions — Sales of Goods and Rendering of Services” and Note 40 to the
Accountants’ Report in Appendix I to this prospectus. To the best of our knowledge, all of our
other distributors in China and overseas during the Track Record Period are Independent Third
Parties.

There were a limited number of instances during the Track Record Period of our former
employees becoming sharcholders or legal representatives of certain distributors. Such
distributors amount to nine, ten, nine and nine in 2022, 2023, 2024 and the three months ended
March 31, 2025, respectively. Revenue from such distributors amounted to RMB882.0 million,
RMB1,292.9 million, RMB719.0 million and RMB259.8 million in 2022, 2023, 2024 and the
three months ended March 31, 2025, respectively, accounting for approximately 4.5%, 5.2%,
2.4% and 3.6% of our total revenue during the same period, respectively. We believe the
collaboration with such distributors is mutually beneficial due to their comprehensive
understanding of our business, standards, and products, which allows them to promote and
market our products in a cost-effective manner. Our Directors are of the view that it is common
in our industry for companies to collaborate with distributors, some of whom have shareholders
or employees that are former employees of the companies themselves. We implement the same
management policies across all of our distributors, and the pricing of our transactions with such
distributors is based on the same set of factors applicable to our transactions with other
distributors.
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Some of our distributors may use sub-distributors. They typically further enter into

agreements with the sub-distributors, and we generally do not enter into agreements or directly

establish relationships with the sub-distributors. Nevertheless, we have access to the

installation of most of our products through providing installation services, and therefore have

a clearer understanding of the end data related to our products.

During the Track Record Period and up to the Latest Practicable Date, to the best of our

knowledge, there was no material non-compliance with the terms and conditions of our

agreements with distributors.

Set out below are the key terms of standard distribution agreements we enter into with our

distributors:

o

Duration: The duration of the distribution agreements is typically one year.

Sales target: We may set annual and monthly sales target for distributors taking into
account their size, designated distribution area, their historical sales records and our
estimates of local demand. Our sales target do not constitute mandatory purchase
obligation for distributors, but mainly serve as reference for us to evaluate the
performance of distributors and provide rebates to distributors while offering us the

flexibility to adjust our sales arrangement with distributors.

Payment: We generally require our domestic distributors to make payment before
the delivery of products. We also collaborate with certain domestic distributors
operating on mainstream e-commerce platforms. Under such collaborations, we
deliver products directly to end consumers after they place orders on our
distributors’ online stores and make payments at the e-commerce platform. We then
receive payment from the distributors through e-commerce platforms once the end
consumers confirm the receipt of our products. Additionally, we may grant a specific
credit limit to overseas customers taking into consideration factors such as the
history of the business relationship, the historical credibility and the expected scale
of shipping orders of the distributors. We generally grant a credit period to our
overseas distributors ranging from 30 days to 120 days.

Sales rebate: Our sales rebate is typically calculated as a percentage of the overall
sales value of the applicable products and is typically calculated based on factors
such as the distributor’s total purchase volume, the proportion of specific product
models purchased, and our product mix optimization goals. These policies are
designed to meet market demands and support the promotion of key products.
Rebates are generally provided to distributors through a deduction from sales
revenue and are settled on a monthly, quarterly, or annual basis, depending on the
specific contractual arrangements. Our Directors are of the view that these rebate
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policies are consistent with industry practices. We recorded sales rebate to our
distributors of RMB965.9 million, RMB1,765.5 million, RMB1,818.7 million and
RMB564.6 million in 2022, 2023, 2024 and the three months ended March 31, 2025,
respectively.

Transportation and logistics: We generally bear the costs and risks related to the
shipment of ordered products to the domestic distributors or their designated
recipients. For overseas sales, we generally bear the costs and risks related to the
shipment of ordered products before the products have been loaded on board and
shipped out of the port.

Price control: We typically set guidance on price of our products for our
distributors. Distributors may adjust the actual selling price based on market
conditions and their business status. If a distributor set the actual selling price in a
way that disrupts the market order, it is subject to liquidated damages or contract
termination.

Return of products: We generally do not allow our distributors to return products
other than due to product quality issues, product recalls or other specified
circumstances, which is in line with customary industry practice. For our
collaboration with certain leading e-commerce platforms in mainland China, we
may agree to accept returns for unconditional returns initiated by consumers. During
the Track Record Period and up to the Latest Practicable Date, we did not receive
any material customer complaints or product returns, nor incur any material product
recalls. There were only a small amount of sales returns from our distributors during
the Track Record Period. During the Track Record Period, the sales returns from our
distributors in China amounted to RMB89.8 million, accounting for 0.2% of our
total revenue through distribution in China, primarily attributable to unconditional
returns initiated by consumers through leading e-commerce platforms. During the
Track Record Period, our sales returns from our overseas distributors amounted to
merely RMB49 thousand.

Anti-corruption and anti-bribery obligations: Distributors and their employees are
prohibited to, for any reason and in any form, directly or indirectly provide any
rebate, commission or object etc., to our employees or their relatives. We deem such
actions as commercial bribery and, in serious cases, may terminate the distribution
agreement.

Termination: We are entitled to terminate the distribution agreement if the
distributors or their employees materially breach the contract.
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Management of Our Distribution Network

We have a dedicated sales team to actively oversee and manage our global sales and
distribution network, primarily focusing on expanding potential distributors, conducting
regular on-site visits and continuously monitoring compliance with our sales policies.
According to our market analysis, our sales team actively reaches out to potential distributors
in different regions or channels. For example, our sales personnel visit air conditioner stores
in various cities, promote the utilization of our “Hello AUX” app, and collect distributor
qualifications and detailed information for internal review. Once the distributor is approved as
our authorized distributor, our sales team revisits to provide training on our products, sales
policies and promotional activities, and assist distributors with placing orders via the app. Our
sales team conducts regular on-site visits with our distributors so that we can obtain first-hand
information about the sales performance of our distributors and also collect feedback on our
products from the end customers. In addition, we also provide our distributors with the latest
product updates, technology information and sales policies, collect their needs and monitor
inventory levels during our regular on-site visits.

In addition, we have a series of management policies to manage our domestic and
overseas distributors:

O  Minimize cannibalization and prevent cross-region sales: To minimize the risk of
cannibalization among distributors and among various sales channels, we adopt the
following measures, which only apply for our offline distributors: (i) overseeing and
tracking orders and product deliveries via our “Hello AUX (/NEH &)” and “AUX
Manager (/MR )" apps to guarantee digital and comprehensive management; (ii)
monitoring and managing the number of regional distributors for each geographical
region; (iii) clearly delineating their geographic coverage and explicitly prohibiting
our distributors from selling our products outside the respective designated
geographical regions according to our distribution agreements. Our distributors are
required to ensure their sub-distributors operate within their designated
geographical regions; (iv) analyzing inventory and sales reports provided by our
distributors; and (v) managing the pricing policy and provide suggested retail prices
for products across different sales channels. The distributors are allowed to sell in
designated region and channel only and cross-region sales are forbidden. We
monitor and identify cross-region sales through various measures, including regular
inspection and verification by our marketing team and report by other distributors.
If cross-region sales is identified by us, we may impose penalties on the
non-compliant distributors including warnings, liquidated damages, and termination
of their distribution agreements, based on the severity of such violations. As
confirmed by the Internal Control Consultant, it did not discover any material
deficiencies during the internal control reviews relating to our distributorship
management. Based on the above, our Directors believe that these measures are
effective in respect of management of material cannibalisation risks during the
Track Record Period. Based on the independent due diligence conducted, nothing
material has come to the attention of the Sole Sponsor that would cast its doubt on
the Directors’ view in relation to effectiveness of the Group’s internal control
measures to manage the cannibalisation risks among its distributors.
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O Manage regional distributors: We only have direct contract with our distributors,
which will further distribute our products to their sub-distributors. We generally do
not enter into agreements with the sub-distributors. Thus we largely rely on our
distributors to manage their sub-distributors’ activities and to monitor the
performance of such sub-distributors. According to our distribution agreements with
our offline distributors, they must satisfy minimum sub-distributor requirements,
and expand their sub-distributor network to enhance our product coverage. If we
notice any abnormal performance or non-compliance of a sub-distributor, we will
require the corresponding distributors to take necessary action to rectify their
sub-distributor’s activities.

O  Inventory control: Generally, our distributors are not allowed to return products to
us once they have purchased them, except in exceptional circumstances, such as
product defects. We do not impose minimum purchase thresholds on our distributors
when they place orders with us, which allows our distributors to order products
based on their actual sales capabilities, and prevents them from overstocking their
inventory. We have implemented a code tracking system to oversee and monitor the
inventory of our distributors and detect unauthorized cross-region sales. In China,
each of our products bears a unique code and installation card, which serves to
demonstrate product authenticity, indicate the authorized sale jurisdiction, and
provide instructions for the installation process. By checking the product code, we
are able to detect any instances of unauthorized cross-region sales. Furthermore, by
reviewing the installation cards reported by our distributors, we are able to closely
monitor the sales of our products to end consumers and the installation status of our
products. We conduct regular on-site visits, including reviewing the size of
inventory, with our distributors, and discuss with them to have understanding of
their sales performance. We also provide huge support to our distributors by taking
measures to help them destock slow-moving products, such as conducting
promotional campaigns.

Branding and Marketing

Brand Building

We aim to build our branding strategy on solid foundations, establishing a stable and

unified brand image and reputation.

We adopt a customer-centric marketing approach based on our high-quality products. We
develop a deep understanding of our customers, conduct consumer behavior studies, and craft
precise marketing strategies. For example, we customize our marketing tactics based on
specific market characteristics and distribution channels. Factors such as ease of product
installation and simplicity of maintenance are meticulously considered in different regions. We
also leverage feedback received from our sales channels and information collected through our
digital platforms to identify potential customers and use targeted product and brand image
marketing activities in our core markets to promote those brands and products.
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We strive to maintain an innovative brand positioning with an expanded market presence,
delivering products and experiences that embody superiority and exclusivity. Alongside our
master brand AUX’s extensive operation over the years, we have also developed additional
brands, such as “Hutssom” (¥755) and “AUFIT,” and introduced premium brands such as
ShinFlow to achieve broader global consumer coverage.

We seek to associate our brands with reliable image and positive lifestyle by providing
our products to reputable institutions and events. For example, we are the official exclusive
supplier of air conditioners for the 19th Asian Games in Hangzhou. Additionally, for over a
decade, our products have been selected as the official choice for China’s polar expeditions,
supporting scientific research vessels in their successful voyages and ensuring the seamless
completion of their missions. These collaborations not only underscore our commitment to
excellence in extreme environments but also enhance our brand recognition. Furthermore, our
sponsorship of a major tennis open event has emphasized our Company’s youthful brand
image, aligning our brand with active and vibrant lifestyles.

We are dedicated to cultivating a consistent and deeply rooted brand image across our
markets. For example, we provide our distributors with dedicated assistance in selecting
strategic store locations and renovating their showrooms. We also deliver thorough training
programs for their sales personnel. This not only fosters a cohesive brand experience in-store,
but also elevates the quality of our sales services. In addition, we have designed and
consistently deployed our own cartoon character mascot. These deeply ingrained brand visuals
enable consumers to form a stable and recognizable association with us, transcending regional
boundaries.

Market Initiatives

We emphasize the integration of online and offline channels, with a focus on enhancing
user engagement, driving traffic and enhancing brand awareness and reputation.

We conduct various marketing activities by revitalizing media resources and disseminate
through multiple channels such as trade fairs, media intermediaries, recommendations from
industry associations, industry forums, and our own website. We have been able to generate
significant media coverage of our brand and products benefiting from our effective marketing
strategies. We annually organize “AUX Fan Festival” event, where we collaborate with
e-commerce platforms and KOLs to introduce and promote our products. We also proactively
engage in shopping festivals hosted by leading e-commerce platforms. This participation not
only enhances our visibility but also drives substantial growth in our sales volume.

We partner with reputable KOLs who use and endorse our products through short videos,
posts, or live-streaming sessions on popular social media platforms. These endorsements
resonate with their followers and enhance our brand’s visibility and credibility. Our KOL
partners are carefully selected based on their expertise, influence, and alignment with our
brand values. By leveraging their marketing perspectives and creative content, we can reach a

wider audience and foster a deeper connection with our target consumers.
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We are also committed to executing more targeted and effective offline marketing
initiatives. In recent years, we have increasingly adopted a community-based marketing
approach, which enables us to design tailored marketing content informed by detailed
consumer profiling.

Beyond encouraging our distributors to participate in our centralized marketing
campaigns and providing them with standardized marketing materials, we also offer sales
rebates to incentivize them to further promote our products and independently conduct their
own localized marketing activities. Instead of cash payouts, these rebates are generally applied
as credits towards subsequent purchases by the respective distributor. The actual rebate
amounts can vary significantly over time and across different policies, depending on factors
such as market conditions, seasonality, competitive dynamics, and the nature of the underlying

products.

In recent years, we have established sales companies and local teams in overseas markets
such as Malaysia, Thailand, the U.S., the UAE, Vietnam and Saudi Arabia, strategically laying
the groundwork for our global sales network. These sales companies and local teams are
responsible for executing local marketing activities and overseeing local partners and
distributors to conduct marketing campaigns in accordance with our internal policies and

guidance.
Pricing

Our pricing policy varies among different areas, considering factors such as the market
maturity, penetration rate, spending power, competition landscape and cost of sales. We usually
provide pricing policy suggestion to our distributors for their reference. Through our digitized
and intelligent internal systems, we can accurately calculate product costs, identify target
customer preferences and assess sales channel trends, which enable us to offer competitive
pricing strategies.

MAJOR CUSTOMERS

During the Track Record Period, our five largest customers were mainly distributors and
ODM customers. Our revenue from the largest customer in each year/period during the Track
Record Period accounted for 9.6%, 7.9%, 7.5% and 6.3% of the total revenue for the respective
periods. Our revenue from the five largest customers in each year/period during the Track
Record Period accounted for 18.3%, 17.5%, 18.9% and 18.1% of the total revenue for the
respective periods. For a substantial portion of our sales of products in China, we generally
require full payment before delivery of goods. Depending on the credit history of our overseas
customers and their transaction amount with us, we generally collect a certain amount of
deposits from them. We generally allow flexibility by offering a credit period of 30 to 120 days

for the remaining amount.
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The following tables set out certain details of our five largest customers in each

year/period of the Track Record Period.
For the three months ended March 31, 2025

Approximate % of our

transaction total Relationship
Rank Customer amount revenue Background since
(RMB’000) %
l... Customer AV 593,142 6.3% Affiliates of a China-based leading 2011
e-commerce platform
2... Customer B® 465,192 5.0% Affiliates of a Brazil-based company 2013
dedicated to the production and
distribution of consumer and
industrial equipment
3... Customer C® 262,380 2.8% Affiliates of a UAE-based brand 2012
developer and distributor of
consumer electronics and home
appliances
4. .. Customer D 196,756 2.1% An Jordan-based company 2018
specializing in the import of
household appliances
5... Customer E¥ 172,383 1.8% Affiliates of a Vietnam-based air 2020
conditioner system supplier
Total 1,689,853 18.1%
For the year ended December 31, 2024
Approximate % of our
transaction total Relationship
Rank Customer amount revenue Background since
(RMB’000) %
I... Customer AV 2,234,786 7.5% Affiliates of a China-based leading 2011
e-commerce platform
2. .. Customer B® 1,126,926 3.8% Affiliates of a Brazil-based company 2013
dedicated to the production and
distribution of consumer and
industrial equipment
3. .. Customer F 977,939 3.3% A Mexico-based company specializing 2016
in household appliances
4, .. Customer C® 708,054 2.4% Affiliates of a UAE-based brand 2012
developer and distributor of
consumer electronics and home
appliances
5. .. Customer E® 590,254 2.0% Affiliates of a Vietnam-based air 2020

conditioner system supplier
Total 5,637,959 18.9%
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For the year ended December 31, 2023

Approximate % of our
transaction total Relationship
Rank Customer amount revenue Background since
(RMB’000) %
l... Customer AV 1,962,345 7.9% Affiliates of a China-based leading 2011
e-commerce platform
2. . Customer E® 711,006 2.9% Affiliates of a Vietnam-based air 2020
conditioner system supplier
3.. Customer G 578,859 2.3% Affiliates of a China-based trading 2015
and service platform
4. . Customer F 559,783 2.3% A Mexico-based company specializing 2016
in household appliances
5... Customer H® 534,843 2.2% A China-based company engages in 2023
sales of air conditioner and other
home appliance products
Total 4,346,836 17.5%
For the year ended December 31, 2022
Approximate % of our
transaction total Relationship
Rank Customer amount revenue Background since
(RMB’000) %o
l.. Customer A" 1,870,936 9.6% Affiliates of a China-based leading 2011
e-commerce platform
2. .. Customer C® 459,387 2.4% Affiliates of a UAE-based brand 2012
developer and distributor of
consumer electronics and home
appliances
3.. Customer G 458,164 2.3% Affiliates of a China-based trading 2015
and service platform
4. .. Customer I 413,279 2.1% Affiliates of a China-based company 2018
engages in the sales of household
appliances
S5.. Customer F 371,383 1.9% A Mexico-based company specializing 2016
in household appliances
Total 3,573,148 18.3%
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Notes:

(1)  Customer A comprises five companies, all of which are affiliates of the same party established in the PRC.
Transactions with Customer A is presented on group basis.

(2)  Customer B comprises three companies, all of which are affiliates of the same party established in Brazil.
Transactions with Customer B is presented on group basis.

(3)  Customer C comprises two companies, both of which are affiliates of the same party established in the UAE.
Transactions with Customer C is presented on group basis.

(4)  Customer E comprises five companies, all of which are affiliates of the same party established in Vietnam.
Transactions with Customer E is presented on group basis.

(5)  Customer G comprises 12 companies, all of which are affiliates of the same party established in the PRC.
Transactions with Customer G is presented on group basis. The current legal representative of one of these
companies previously served as the general manager of one of our subsidiaries. To the best of our knowledge,
the ultimate beneficial owner of such customer had no past or present relationships with our Company or our
subsidiaries, our Controlling Shareholders, Directors, or senior management, or any of their respective
associates, other than their role as our customers.

(6)  The current legal representative of Customer H previously served as the general manager of one of our
subsidiaries. To the best of our knowledge, none of the director and ultimate beneficial owner of such customer
had any past or present relationships with our Company or our subsidiaries, our Controlling Shareholders,
Directors, or senior management, or any of their respective associates, other than their role as our customers.

(7)  Customer I comprises six companies, all of which are affiliates of the same party established in the PRC.
Transactions with Customer I is presented on group basis.

To the best of our knowledge, none of our Directors, their respective associates or any
shareholder who owned more than 5% of our issued share capital of our Company as of the
Latest Practicable Date, had any interest in any of our five largest customers in each
year/period during the Track Record Period.

AFTER-SALES SERVICES

We recognize the importance of high-quality after-sales services in driving customer
satisfaction and loyalty. We aim to provide high-quality and comprehensive after-sales services
to improve customer satisfaction and build strong relationships with our customers, which will

in turn enhance customer loyalty and drive business growth.

To support the sale of our air conditioners, we maintain a comprehensive service network.
As of March 31, 2025, our after-sales service network comprises over 5,100 points worldwide.
We have established an after-sales service team for most of our overseas sales companies that
have commenced operations. Our service personnel are required to meet strict service
standards, and their performance is regularly monitored and evaluated. We also provide
components to our overseas distributors and ODM customers as part of our after-sales services.
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Under our general terms and conditions of sale and in accordance with industry practice,
we typically provide a limited warranty on our products providing for the return, repair or
replacement of defective items or a credit with respect to amount paid for such items. While
the terms of the warranties provided by us differ depending on the type of products, customer
and geographic market, they generally range from one to six years. We provide a range of
after-sales services, including installation, repair, maintenance and replacement of our air
conditioning products. These services are delivered at the point of sale, in person through home
visits, in service centers, over the phone and, increasingly, over intelligent platform features.
To ensure the quality of our services, we have implemented a robust service quality control
system. This includes regular review, customer feedback mechanisms and continuous
improvement initiatives. Our customers can reach us through various channels, including our
dedicated customer service hotline, email and online platform. We strive to respond to
customer inquiries and concerns in a timely and professional manner. Over 90% of our
customers’ installation and repair requests are responded to within 24 hours.

MANUFACTURING AND PRODUCTION

Production Facilities

As of the Latest Practicable Date, we had established five production bases and were in

the process of preparation for two more facilities.

Our five established production bases comprise four production bases for the
manufacturing of air conditioners, and one production base for the manufacturing of
compressors. Our four production bases for the manufacturing of air conditioners are in
Ningbo, Nanchang, Ma’anshan and Thailand, strategically designed to support our expansive
global operations and meet the increasing demands of the overseas market. These facilities
collectively encompass an aggregate area of approximately 2,940,000 square meters, ensuring
robust capacity for efficient manufacturing of our high-quality air conditioner units. We have
completed the construction of the phase I of our Wuhu factory, which has commenced the
operation and mass production of compressors, a core component for our products, in June
2025. We own all land use rights to and factories of these production bases. We are currently
establishing a manufacturing factory in Zhengzhou to be primarily used for production of our
household air conditioners, and have also commenced construction of a new factory in Ningbo

to serve the expanding needs of our overseas markets.
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The following images set forth our four production bases for the manufacturing of air
conditioners.

Ningbo factory Ma’anshan factory

At the core of our production network is the Ningbo integrated research and production
base. This state-of-the-art facility serves as the central hub for both R&D as well as
manufacturing, fostering continuous synergy between innovative design and scalable
production processes. The Ningbo base is pivotal in driving our technological advancements

and maintaining stringent quality standards.

Complementing our core facility, the Nanchang and Ma’anshan production bases play
crucial roles in supporting our global supply. These sites are instrumental in fulfilling
worldwide demand, equipped with advanced manufacturing technologies and efficient logistics
systems. By leveraging these strategically located bases, we ensure timely delivery and
maintain the highest levels of quality across all our international markets. The Nanchang and
Ma’anshan production bases enhance our ability to respond swiftly to market fluctuations and
customer needs, reinforcing our position as a reliable global air conditioner provider.

The Thailand production base is located near Pattaya, and marks the commencement of
our overseas capacity layout, which is designed to optimize localized manufacturing, reducing
lead times and increasing operational efficiency. This facility not only strengthens our presence
in the Southeast Asian market but also serves as a springboard for further international

expansion. As of the Latest Practicable Date, our Thailand production base primarily fulfilled
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orders from Southeast Asian and North American markets. During the Track Record Period and
up to the Latest Practicable Date, our Thailand production base experienced no material

disruptions and was not materially affected by any trade or political tensions.

We collaborate with Panasonic regarding the research and production of compressor,
which is a core component for our products. The phase I of our Wuhu factory has commenced
the operation and mass production of compressors in June 2025.

We are currently establishing a manufacturing factory in Zhengzhou. The construction of
our Zhengzhou factory is anticipated to be completed in 2026, and this factory is expected to
be primarily used for production of our household air conditioners. We have also commenced
construction of a new factory in Ningbo to serve the expanding needs of our overseas markets.
As of the Latest Practicable Date, we had obtained the relevant government approvals for the

commencement of construction of this new facility and had commenced its construction.

As of the Latest Practicable Date, we owned all of the machinery and equipment used in
our production processes, mainly including stamping machines, plastic injection machines,
insertion machines, assembly lines and ancillary equipment. To our Directors’ best knowledge,
the life span of our manufacturing machinery and equipment is approximately three to ten
years, and as of the Latest Practicable Date, our major machinery and equipment had been in
operation for approximately one to ten years. We perform routine and preventative maintenance
on our manufacturing machinery and equipment to ensure their proper functioning. During the
Track Record Period and up to the Latest Practicable Date, we had not experienced any
material interruption to our production process due to machine or equipment failure.

Production Capacity

The following table sets forth the designed capacity, production volume and capacity
utilization for each major product segment during our Track Record Period:

For the three months ended
For the year ended December 31, March 31,

2022 2023 2024 2025

Designed Production Utilization Designed Production Utilization Designed Production Utilization Designed Production Utilization
Capacity Volume  Rate  Capacity Volume Rate™  Capacity Volume Rate™ Capacity Volume  Rate'”

(000) % (000) % (000) % (000) %

Household air conditioners .~ 17,000 10,823 037 17000 14297 §4.1 20000 19077 913 S0 5392 938
Central air conditioners ..~ 1800 929~ 516 180 133 757 2IB 198 06 3 M 8D

Totl. ... ...... 18800 10,752 625 18800 15661 833 2303 200 913 628 58M 929
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The following table sets forth the designed capacity, production volume and capacity

utilization for each manufacturing facility during the Track Record Period:

Ningbo . . .
Ma’anshan. .
Nanchang . .
Thailand . .

Total . . . .

Notes:

For the three months ended
For the year ended December 31, March 31,

2022 2023 2024 2025

Designed  Production Utilization Designed Production Utilization ~Designed Production Utilization ~Designed ~Production Utilization
Capacity ~ Volume  Rate™  Capacity ~ Volume  Rate™  Capacity  Volume  Rate'”  Capacity ~ Volime  Rate™

(000) % (000) % (000) % (000) %

10,300 5,960 519 10300 191 76 10633 9352 §19 2783 2632 94.6
3,000 2,897 9.6 3,000 2914 911 6,000 5831 972 1875 1,702 90.8
5,000 114 549 5,000 459 920 6,000 5445 90.7 1,300 1,376 97

500 151 302 500 138 316 500 482 9.4 125 123 9%.7

L I T T T I

(1)  The utilization rate equals to the production volume divided by the designed capacity during the same period.

The utilization rate of our manufacturing facilities, especially our manufacturing facilities
in Ningbo, Nanchang and Thailand, increased in 2023, 2024 and the three months ended March
31, 2025, mainly due to increased consumer demand for our products, driven by enhanced

product competitiveness from our continued innovation and upgrades, as a result of which the

production volume increased.
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Production Process

The following diagram illustrates the production process for our air conditioners:
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Intelligent Production

In response to the rapidly evolving market dynamics and the increasingly stringent
demands of our consumer, we have proactively implemented a comprehensive strategy focused
on the digitization of the entire production manufacturing chain. This strategic initiative
underscores our commitment to transforming traditional production lines through intelligent
upgrades and innovative practices, thereby enhancing operational efficiency and product

quality.
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Leveraging cutting-edge Supervisory Control and Data Acquisition (SCADA) systems,
we have achieved over 90% automatic data acquisition across critical production stages,
including production progress, workshop operations, quality inspections, equipment status, and
material handling. This sophisticated data integration enables real-time monitoring and
automated traceability of essential production metrics such as product quality control,
equipment performance, and process execution. Furthermore, our key equipment boasts a
100% CNC rate, ensuring precise and reliable manufacturing processes that adhere to the

highest standards of quality and consistency.

Our commitment to digital transformation is further exemplified by the establishment of
a robust production information system, centered around the integration of Systems
Applications and Products (SAP), Manufacturing Execution Systems (MES), Advanced
Planning and Scheduling (APS) and Warehouse Management Systems (WMS). This
interconnected framework seamlessly bridges multiple information flows across sales, supply
chain, research and development, and warehousing departments, facilitating data exchange and
coordinated operations throughout all functions. By enabling intelligent scheduling through the
APS system, automating material handling via the WMS system, and tracking production
progress through the MES system, we ensure a transparent and efficient production workflow.
Additionally, real-time monitoring and exception management facilitate prompt responses to
anomalies, while comprehensive data visibility from planning to shipment significantly

enhances our production management efficiency.

Our “One Flow” lean production layout exemplifies our dedication to optimizing the
entire manufacturing process, ensuring that every component — from production and assembly
to logistics and warehousing — operates without interruption. This is achieved through the
integration of five key categories of intelligent production equipment: CNC machine tools,
industrial robots, smart sensors and control systems, intelligent testing and assembly
machinery, and advanced logistics and warehousing solutions. These technologies collectively
fortify our manufacturing capabilities, enabling us to maintain a competitive edge in the
production domain by enhancing precision, reducing waste, and streamlining operations.

Leveraging our intelligent production framework, we adopt Lights-Out Factory in our
injection molding process, where the entire lifecycle from raw materials to finished products
is seamlessly automated. This comprehensive process, encompassing production, storage,
inter-process transfer, and quality inspection, is primarily executed by advanced intelligent
robots or highly specialized automated equipment, meticulously following precise system
instructions. Our Lights-Out Factory represents our strategic transition from labor-intensive
manufacturing to cutting-edge intelligent manufacturing. By leveraging the most cutting-edge
technological innovations, we have achieved improvements in production efficiency and
product reliability.

~224 -



BUSINESS

High-precision industrial robots are deployed to handle a wide range of tasks, ensuring
consistent quality and minimizing the potential for human error. Advanced systems analyze
real-time production data to optimize workflows, predict maintenance needs, and enhance
overall operational efficiency. The intelligent management not only reduces downtime but also
extends the lifespan of our equipment. The integration of IoT connectivity facilitates
comprehensive monitoring of machine performance, environmental conditions, and material
usage throughout the production process. Smart sensors and connected devices gather and
transmit data continuously, enabling real-time adjustments and informed decision-making to

maintain optimal production conditions.

By automating critical manufacturing processes, we achieve higher levels of precision
and consistency, resulting in superior product quality and reduced waste. The scalability and
flexibility of these unmanned facilities allow us to expand our production capabilities
efficiently, accommodating fluctuating demand and specific manufacturing constraints.
Additionally, minimizing human intervention reduces labor costs and mitigates risks related to
labor shortages and operational disruptions, thereby enhancing our overall cost-efficiency and

operational resilience.

We have incorporated advanced energy management systems to optimize energy usage
across our facilities, which allows us to reduce consumption, lower operational costs, and
contribute to our overarching sustainability goals by minimizing the environmental impact of

our manufacturing processes.

Through our intelligent production strategy, advanced automation, comprehensive digital
transformation and lean manufacturing practices, we are well-positioned to meet the challenges
of a dynamic market environment. These initiatives not only enhance our production efficiency

and product quality but also reinforce our commitment to innovation and excellence.

PROCUREMENT AND SUPPLY CHAIN MANAGEMENT

Materials, Parts and Components

We are committed to enhancing production efficiency and advancing intelligent
manufacturing through the establishment of a platform-based R&D system and the launch of
our proprietary “Smart AUX” series platforms. This strategic initiative allows us to optimize
our manufacturing processes by standardizing materials, integrating structural designs, and
modularizing product components. Through the implementation of material standardization,
structural integration, and design modularity, we have optimized our production workflows and
enhanced the efficiency of raw material utilization. These efficiencies enable us to lower
production costs, deliver high-quality products at competitive prices, and maintain robust
profit margins.
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Our products are composed of essential raw materials and components that ensure
superior performance and reliability. The raw materials and components we mainly use in our
manufacturing process include copper, aluminum, steel, plastic, compressors and motors. We
meticulously select and source these raw materials and components from reputable suppliers
who adhere to our stringent quality standards. During the Track Record Period, we primarily
sourced raw materials and components from China. By fostering strong relationships with our
suppliers and implementing rigorous quality control measures, we ensure the integrity and
consistency of our components throughout the supply chain. This commitment to high-quality
sourcing is pivotal in delivering products that meet and exceed customer expectations while

supporting our sustainability and cost-efficiency goals.

Additionally, we collaborate with Panasonic regarding the research and production of
compressor, which is a core component for our products. As the essential components of our
air conditioners, this initiative will allow us to establish a robust foundation for delivering
high-quality products while effectively mitigating risks associated with material supply
uncertainties.

Supplier Management

A stable and reliable supply chain system is paramount to the effective production
management and cost control within the air conditioner industry. We are committed to
establishing a “high efficiency, low cost and high quality” supply chain management
framework. We have developed a supplier accreditation system and material procurement
strategy, fostering long-term and robust partnerships with premier suppliers. By supporting our
core suppliers and embracing a foundation of mutual growth, we optimize costs while ensuring
superior supply efficiency and quality.

We have successfully digitalized the entire supply chain process, encompassing sales
demand forecasting, production planning, order issuance, supplier order acceptance, shipment,
material warehousing, and financial settlements. This comprehensive integration enables
end-to-end information and digital management. Utilizing our SRM system, we achieve
seamless data interconnectivity with supplier systems and facilitate shared planning initiatives.
On one hand, we automatically share raw material demand plans — monthly, weekly, and daily
— with suppliers for preliminary evaluation. On the other hand, real-time visibility into
supplier inventories and in-transit materials within our SRM system significantly enhances
turnover efficiency and resource integration. This digital synergy allows for strategic planning
and effective inventory management, driving overall supply chain excellence.
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In our pursuit of cost efficiency, we have developed a multifaceted cost estimation model
that incorporates raw material market prices, production utilization data, and disassembly
analysis. This model is continually refined through benchmarking within the industry and
across different sectors, ensuring our pricing strategies remain competitive and accurate.
Additionally, we actively participate in industry exhibitions and technical exchanges to gather
insights on emerging technologies, novel materials, and innovative processes. Collaborating
closely with our R&D teams and suppliers, we continually enhance product designs, improve
manufacturing processes, integrate new materials, and elevate automation levels. These
continuous improvements enable us to consistently optimize production costs without

compromising on quality.

Ensuring the highest standards of supply quality is a cornerstone of our supplier
management strategy. We provide comprehensive support to our suppliers, including
specialized assistance and on-site support, to facilitate their holistic improvement in
management practices, efficiency enhancements, cost reductions, quality control, and
production processes. This collaborative approach not only strengthens our suppliers’
capabilities but also elevates their supply capacity and efficiency, ensuring the delivery of
superior products. By fostering an environment of mutual growth and cooperation, we establish
a new paradigm of win-win partnerships, thereby guaranteeing the consistent quality and
reliability of our supply chain.

Major Suppliers

During the Track Record Period, our suppliers primarily included raw material and
component suppliers. Our purchase amount from the largest supplier in each year/period during
the Track Record Period accounted for 16.8%, 14.1%, 13.8% and 12.3% of the total cost of
sales for the respective periods. Our purchase amount from the five largest suppliers in each
year/period during the Track Record Period accounted for 31.8%, 28.8%, 33.3% and 26.6% of
the total cost of sales for the respective periods. We believe that we have good relationship with
our major suppliers. For supplier who grant us a credit period, the typical term is ranging from
30 days to 90 days.

To the best of our knowledge, none of our Directors, their respective associates or any
shareholder who owned more than 5% of our issued share capital of our Company as of the
Latest Practicable Date, had any interest in any of our five largest suppliers in each year/period
during the Track Record Period.
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The following tables below set out the details of our five largest suppliers in each
year/period of the Track Record Period.

For the three months ended March 31, 2025

Approximate % of our

transaction total cost Relationship
Rank Supplier amount of sales Background since
(RMB’000) %
1...  Supplier A" 906,542 12.3% Affiliates of a China-based electrical 2012
appliance manufacturer
2... Supplier B® 367,222 5.0% Affiliates of a China-based company 2012

primarily invests in technology
development industrial projects

3... Supplier C? 287,751 3.9% Affiliates of a China-based company 2018
primarily engages in raw material
production

4. .. Supplier D 217,127 3.0% A China-based company primarily 2012
supplies copper and copper-related
products

5... Supplier E 185,900 2.5% A China-based company primarily 2012
sells copper products, new
conductor materials and aluminum-
based materials

Total 1,965,142 26.6%

For the year ended December 31, 2024

Approximate % of our

transaction total cost Relationship
Rank Supplier amount of sales Background since
(RMB’000) %
I...  Supplier AV 3,251,493 13.8% Affiliates of a China-based electrical 2012
appliance manufacturer
2. .. Supplier B® 1,485,508 6.3% Affiliates of a China-based company 2012

primarily invests in technology
development industrial projects

3. .. Supplier c® 1,206,322 5.1% Affiliates of a China-based company 2018
primarily engages in raw material
production

4. .. Supplier F 951,682 4.0% A China-based company primarily 2014

engages in the sale of compressors
and related products
5. .. Supplier E 934,523 4.0% A China-based company primarily 2012
sells copper products, new
conductor materials and aluminum-
based materials

Total 7,829,529 33.3%
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For the year ended December 31, 2023

Approximate % of our
transaction total cost Relationship
Rank Supplier amount of sales Background since
(RMB’000) %
L. Supplier A 2,737,231 14.1% Affiliates of a China-based electrical 2012
appliance manufacturer
2.. Supplier C*¥ 844,491 4.4% Affiliates of a China-based company 2018
primarily engages in raw material
production
3. .. Supplier G 697,021 3.6% A China-based company primarily 2012
supplies copper and copper-related
products
4. . Supplier B® 667,897 3.4% Affiliates of a China-based company 2012
primarily invests in technology
development industrial projects
5.. Supplier F 644,276 3.3% A China-based company primarily 2014
engages in the sale of compressors
and related products
Total 5,590,915 28.8%
For the year ended December 31, 2022
Approximate % of our
transaction total cost Relationship
Rank Supplier amount of sales Background since
(RMB’000) %
I...  Supplier A" 2,580,946 16.8% Affiliates of a China-based electrical 2012
appliance manufacturer
2. . Supplier C** 638,106 4.1% Affiliates of a China-based company 2018
primarily engages in raw material
production
3. .. Supplier B® 562,241 3.7% Affiliates of a China-based company 2012
primarily invests in technology
development industrial projects
4. . Supplier G 562,135 3.7% A China-based company primarily 2012
supplies copper and copper-related
products
5. Supplier E 550,316 3.6% A China-based company primarily sells 2012
copper products, new conductor
materials and aluminum-based
materials
Total 4,893,746 31.8%
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Notes:

(1) Supplier A comprises four companies, all of which are affiliates of the same party established in the PRC.
Transactions with Supplier A is presented on group basis.

(2)  Supplier B comprises five companies, all of which are affiliates of the same party established in the PRC.
Transactions with Supplier B is presented on group basis.

(3)  Supplier C comprises two companies, both of which are ultimately controlled by the same Chinese individual.
Transactions with Supplier C is presented on common controlling party group basis.

Quality Control

We believe that our brands are valued by customers for their high quality and that product
quality is essential to maintaining our competitive position. Highly reliable, quality products
foster consumer satisfaction and confidence in our brand name, which in turn encourages brand
loyalty and solidifies our position as a reputable air conditioner provider.

Accordingly, we maintain rigorous quality assurance policies and processes to ensure that
our products conform to product specifications and industry standards. All of our products
undergo strict internal quality assurance sample tests, from design, manufacture, performance
to random sample checks once they are on the market, to ensure compliance with internal
requirements and industry standards. We employ advanced testing methodologies, including
automated inspection systems and real-time monitoring solutions, to enhance the precision and
efficiency of our quality assessments.

We also seek to minimize any elements that could compromise product safety and cause
injury, such as electric shock and fire, by extensively testing product usage in simulated
real-life settings at laboratories that are certified by international accreditation institutions such
as CQC. Additionally, we conduct stress testing and longevity assessments to ensure our
products perform reliably under various environmental conditions and usage scenarios. We
have obtained various national safety and quality certifications for our air conditioner products,
such as China’s China Compulsory Certification (CCC), EU’s Conformite Européenne (CE),
Brazil’s The National Institute for Metrology, Standardization and Industrial Quality
(INMETRO) and Thailand’s Thai Industrial Standards Institute (TISI). All of our operating
plants have ISO 9001, ISO 14001 and ISO 45001 certificates.

Continuous improvement is a cornerstone of our quality control strategy. We actively seek
feedback from customers and conduct regular internal assessment to identify areas for
enhancement. We also continuously invest in employee training programs to ensure that our
workforce is knowledgeable about the latest quality control techniques and industry standards.
Regular training and certification programs enable our staff to maintain high levels of expertise

and awareness regarding quality management.
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RESEARCH AND DEVELOPMENT

Comprehensive R&D Framework

We are dedicated to fostering a robust R&D environment that drives innovation, enhances
product quality, and ensures long-term competitiveness in the air conditioner industry. Our
R&D team is vast in scale and well-structured. As of March 31, 2025, we had over 1,600
dedicated R&D personnel, ensuring the maturity and professionalism of our team.

We have established a comprehensive global R&D network with three major centers in
Ningbo, Zhuhai and Japan. The Ningbo center serves as our core R&D hub, focused on product
development and technology transformation. The Japan center concentrates on exploring
frontier fields, particularly central air conditioner systems, including control systems, airflow
channels and industrial design. The Zhuhai center specializes in home appliances, inverter
technology, simulation and modular technology. Our R&D process strictly follows a full
lifecycle management approach, covering every stage from product planning to product
retirement. We have established three specialized research institutes, including the Public
Technology Research Institute, User Experience Research Institute, and Smart Research
Institute, each targeting a different stage of the product development process. These initiatives
are instrumental in continuously building our technical capabilities and driving breakthrough
innovations.

Our R&D project management system serves as the foundation for managing all new
product development and research initiatives. This system delineates clear objectives,
standardizes development processes, and assigns specific responsibilities to ensure that every
project aligns with our strategic vision. Projects are categorized into various types — such as
new product development, cost reduction, quality improvement, and standardization — to
address specific business needs and market demands. Each project undergoes a structured
approval process, ensuring that only initiatives meeting predefined criteria and strategic
importance receive resources and attention. Detailed project classifications and grading
systems enable precise workload management, resource allocation, and performance
evaluation, thereby optimizing our development capabilities and accelerating time-to-market.

Our strategic R&D objectives focus on creating a pipeline of next-generation products,
enhancing operational efficiency, and driving technological breakthroughs. We regularly assess
and refine our R&D processes, incorporating feedback from project evaluations and industry
best practices. Our R&D efforts not only meet current market demands but also anticipate
future trends, solidifying our position as a reputable air conditioner provider.

By integrating these comprehensive R&D practices into our corporate framework, we
ensure the continuous evolution of our product offerings, the enhancement of our technological
capabilities, and the sustained growth of our business in a dynamic and competitive market.
During the Track Record Period, our R&D expenses amounted to RMB397.6 million,
RMB566.6 million, RMB710.0 million, RMB123.5 million and RMB128.3 million in 2022,
2023, 2024 and the three months ended March 31, 2024 and 2025, respectively. We continue
to invest in hiring and retaining the best R&D talent to strengthen our R&D capabilities.
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Research and Development of Our Products

We have focused our product development on four key factors: efficiency, comfort,
health, and intelligence.

. Efficiency: Efficiency is a vital aspect of our R&D goals. Our compressors are
designed to operate seamlessly across a wide frequency range of 1 Hz to 150 Hz,
allowing for rapid heating and cooling at high frequencies and precise temperature
control at low frequencies. This will allow us to improve efficiency by reducing the
rate of the compressor switch from high- to low-frequency mode. Additionally,
through technologies such as efficient heat exchange systems and optimized air duct
fans, we have further enhanced the performance parameters of condensers,
evaporators, and indoor fan blades, resulting in improved overall efficiency for our
air conditioners.

. Comfort: We focused on researching and developing of multi-stage air distribution
and high-efficiency air duct fans to ensure comforting and healthy features. By
utilizing advanced CFD simulation technology for product design and validation, we
have optimized blade designs and air outlet configurations to achieve a wide 165°
air distribution angle. By increasing the effective air outlet area, our air guide plate
design promotes swift and uniform air distribution throughout the space. The overall
innovations enabled us to boost comfort levels while reducing noise.

. Health: Our innovations on seamless disassembly and deep cleaning of air
conditioner cores solution allow for the rapid disassembly and thorough cleaning of
air conditioner cores in just 30 seconds through a streamlined 5-step procedure. Our
advanced disassembly and cleaning technologies enable after-sales personnel and
users to efficiently clean products, addressing key industry challenges and
enhancing user satisfaction. In addition, our products are equipped with air supply
purification, sterilization, high-temperature disinfection and other health-related
functions. As of March 31, 2025, we had over 330 registered patents in relation to
our seamless disassembly technologies, and over 740 registered patents in relation
to other technologies to improve health metrics.

. Intelligence: We are dedicated to the R&D of intelligence and interactivity
products. To meet diverse voice control needs, we developed the HONN storage-
driven offline voice control technology, achieving over 97% recognition accuracy
and a 30% improvement in response speed. This technology is designed to
accommodate and recognize local dialects effectively. Our Alink distributed
centralized control technology addresses complexities within multi-device
environments, resolving issues such as delayed commands, feedback discrepancies,
monitoring precision, and gateway challenges. We will continue to develop a more
comprehensive intelligence design strategy to enhance real-time unit operations
across various scenarios, enhancing data accuracy and facilitating widespread
intelligent centralized control.
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LOGISTICS, TRANSPORTATION AND INVENTORY MANAGEMENT

Our inventory management system is designed to ensure efficient and effective
management of our finished products, semi-finished goods, components and raw materials. We
maintain a digitalized supply chain that enables us to intelligently manage our inventory levels,
match demand and achieve fast inventory turnover. Our inventory turnover days were 62.1
days, 52.2 days, 66.6 days and 67.8 days in 2022, 2023, 2024 and the three months ended
March 31, 2025, respectively. According to the F&S Report, our average inventory turnover
days during 2022 to 2024 have been below the industry average, demonstrating our ability to
manage inventory efficiently.

We categorize our inventory based on product type and characteristics to better control
inventory levels. We also monitor inventory levels in real-time to promptly identify and
address any inventory anomalies, avoiding overstocking or understocking. Furthermore, we use
historical data and market trends to forecast inventory demand, enabling us to better plan
inventory levels. We have established long-term relationships with our suppliers to ensure
timely delivery of high-quality raw materials and components.

Apart from managing our inventories based on product type, we have also established a
comprehensive inventory management protocol for both our domestic and overseas sales.
These protocols aim to optimize inventory structure, accelerate inventory turnover, and reduce
inventory impairment, while controlling obsolete and defective inventory across our domestic
manufacturing sites. We closely monitor key performance indicators including inventory
turnover days, risk reserves, total inventory value, and obsolete stock value. By standardizing
processes across regions, we maintain efficient inventory control that meets production and
sales demands, minimizes operational risks, and enhances overall supply chain responsiveness.

In particular, for domestic sales, our manufacturing finance team in conjunction with the
warehouse management team formulates a prudent budget for inventory capital and turnover
days in alignment with the annual production, sales, and inventory plan. All departments are
required to rigorously manage inventory receipt, dispatch, and storage in accordance with
established production organization protocols and receiving schedules. These domestic
production bases are required to establish a monthly inventory risk review meeting system,
with each production base finance manager organizing and holding an inventory risk review
meeting once a month. Our finance team at group level issues monthly inventory control targets
annually or semi-annually based on the production-sales coordination and inventory
management status of each production base. Each production base must control their inventory
according to these targets, and the responsible personnel of each production base are assessed
in the following month based on their performance in meeting these targets.

Our overseas warehouse teams are required to maintain accurate records of inventory
movements and perform comprehensive monthly self-check for inventories. Meanwhile, the
finance and operational teams at group level collaborate on cross-checking by conducting
quarterly and semi-annual re-audits of a designated percentage of our inventories, tailored to
the locations of the overseas sales companies. Additionally, we prepare inventory discrepancy
reports for each quarter.
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In addition, our logistics and transportation system is designed to ensure efficient and
timely delivery of our products. We utilize automated three-dimensional warehouses and
intelligent shelves, leveraging technologies such as radio frequency identification, infrared
sensing and laser scanning to obtain material information, achieving transparent warehouse
information. We also employ aerial unmanned transportation lines, automated guided vehicle
(AGV) systems, and underground waste collection systems to achieve efficient material
distribution.

Overall, our inventory management system is designed to ensure that we maintain an
optimal inventory level, minimize waste and maximize efficiency, while also providing our

customers with timely and reliable delivery of our products.

INTELLECTUAL PROPERTY

As of March 31, 2025, we had obtained over 12,000 registered patents in China and
overseas, including over 2,800 invention patents. As of March 31, 2025, we were the registered
owner of over 860 registered trademarks, over 50 software copyrights and over 220 domain
names in China. As of the same date, we had nine registered trademarks and 15 registered
patents in Japan, 12 registered trademarks and seven registered patents in Malaysia, and over
410 registered trademarks and over 50 registered patents in other countries and regions. We had
over 160 patent applications pending under the Patent Cooperation Treaty as of the same date.

As of the Latest Practicable Date, our Directors believed that there is no legal impediment
for the renewal of the above patents, copyrights, trademarks and domain names that would
materially and adversely affect our business. For details, please refer to the paragraph headed
“Appendix V — Statutory and General Information — C. Further Information about Our
Business — 2. Intellectual Property Rights” in this prospectus.

To safeguard and leverage our intellectual property assets, we have established an
intellectual property management framework. This framework is meticulously designed to
align with national standards and our strategic business objectives, ensuring that all IP-related
activities are systematically managed, protected, and utilized to enhance our competitive

advantage in the air conditioner industry.

Our IP management operates within the R&D department, reporting directly to the R&D
department head. As of March 31, 2025, our dedicated IP management team comprised nine
professionals, with six holding patent agent qualifications and two holding lawyer
qualifications. The team is led by a seasoned professional with nearly two decades of IP
management experience. To ensure effective implementation of our IP management system, we
have also positioned more than 10 part-time IP management supervisors across various R&D
teams. Our IP management team works closely with our legal department and engages external
law firms as needed for rights protection, litigation coordination, and related matters.
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Since 2018, we have continuously enhanced our intellectual property management
framework through systematic improvements and refinements. For details, see “— Risk
Management and Internal Control” below.

Through the diligent implementation of our intellectual property management framework,
we effectively protect our innovative advancements, mitigates IP-related risks, and enhances
our competitive edge in the air conditioner market. Our structured approach to intellectual
property management not only safeguards our proprietary technologies but also drives ongoing
development and delivers long-term value to our stakeholders.

DATA PRIVACY AND PROTECTION

Safeguarding personal information and ensuring the privacy of our employees, customers,
and partners is a cornerstone of our business operations. We recognize that our activities
involve the collection, processing, and management of personal information, which are critical
to our operational success and competitive advantage in the air conditioner industry. To
mitigate the inherent risks associated with data handling and to uphold the highest standards
of data protection, we have established a comprehensive personal information protection
management framework. Before processing personal information, we will show the privacy
policy to the subject of the personal information. The Privacy Policy states that we adhere to
the principles of legality, legitimacy and necessity in the collection and processing of necessary
personal information, ensuring that we have a legitimate reason for such activities. We store
personal information only for as long as necessary for the purposes described in the Privacy
Policy (unless longer retention is mandated by applicable regulations) and will anonymize or
delete personal information the expiration of the retention period.

Our dedicated data protection officer and data protection representatives oversee the
implementation and continuous improvement of our data protection policies, ensuring
compliance with relevant legal requirements such as the People’s Republic of China’s
Cybersecurity Law, the People’s Republic of China’s Data Security Law, and the People’s
Republic of China’s Personal Information Protection Law. We employ robust physical,
administrative, and technical safeguards to prevent unauthorized access, disclosure, alteration,
or destruction of personal information. Access to sensitive information is strictly controlled
and limited to authorized personnel based on their roles and responsibilities, thereby

minimizing the risk of data leakage.

Employee awareness and adherence to data protection principles are paramount. We
conduct regular training sessions and awareness programs to educate our staff on the
importance of data privacy, the responsibilities associated with handling personal information,
and the procedures for responding to data protection incidents. Additionally, our stringent data
processing agreements and confidentiality protocols ensure that third-party partners comply
with our high standards of data protection.
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In the event of a personal information breach, we have established clear incident response
procedures to promptly address and mitigate any potential impact. Our commitment to data
protection is unwavering, and we continuously monitor and review our practices to adapt to
evolving legal requirements and emerging security challenges.

Through these comprehensive measures, we not only comply with all applicable data
protection laws but also builds trust and confidence among our stakeholders by demonstrating
our unwavering commitment to protecting personal information and respecting individual
privacy. In the opinion of our PRC Legal Advisors, our data processing as described above falls
within the scope of the relevant PRC laws and regulations on cybersecurity, data privacy and
personal information protection. During the Track Record Period and up to the Latest
Practicable Date, we had not experienced any material data leakage or loss of data. As advised
by our PRC Legal Advisors, we had applied and complied in all material respects with the
applicable laws and regulations in relation to cybersecurity, data privacy and protection of
personal information during the Track Record Period and up to the Latest Practicable Date. In
view of the fact that the legislation and enforcement of data privacy and security in the PRC
is still evolving, we will closely monitor further regulatory developments and take appropriate
measures in a timely manner.

COMPETITION

The markets that we engage in are highly competitive. Our current and potential
competitors include large Chinese and multinational air conditioner providers, as well as local
and specialized air conditioner brands. We anticipate that the air conditioner market will
continue to evolve and experience changes in technology, industry standards, and customer
preferences. To remain competitive, we must continually innovate and improve our products,
services, and operations to meet the changing needs of our customers and stay ahead of our
competitors.

We believe that we are well-positioned to effectively compete on the basis of the factors
listed above. However, some of our current or future competitors may have longer operating
histories, greater brand recognition, better supplier relationships, larger customer bases or
greater financial, technical or marketing resources than we do. We build our competitive edges
and have been dedicated to the expansion of our global presence and the improvement in
operating efficiency.

SEASONALITY

Our business is subject to seasonal fluctuations due to the nature of our air conditioners,
which are typically in higher demand during warmer months. Additionally, holiday-driven
promotions can also impact our sales. As a result, we expect our revenue and profitability to
be higher during the peak summer months and lower during the off-peak winter months. While
we have implemented various strategies to mitigate the impact of seasonality, such as
optimizing our production and inventory management, we still expect to experience some

seasonal fluctuations in our results of operations and financial conditions.
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EMPLOYEES

The strength and talent of our workforce are critical to the success of our businesses, and
we continually strive to attract, develop and retain personnel commensurate with the needs of
our businesses in operating environments. As of March 31, 2025, we had a total of 22,408
full-time employees, including 21,792 located in China and 616 located overseas. The
following table sets forth the numbers of our employees categorized by function as of March
31, 2025:

Function Number

Manufacturing . . . . ... ... 16,066
Research and Development ... ........... ... ............... 1,654
Sales . .. 2,375
Administrative . . . ... .. .. 2,313
Total . .. .. 22,408

Sharing our successes with and empowering our employees is a key aspect of our
corporate culture. We always strive to provide employees with comprehensive social benefits,
a safe work environment and a wide range of career development opportunities. Furthermore,
we are committed to strictly complying with applicable laws, regulations and standards in
different countries and regions related to workplace safety, providing a safe and healthy
workplace for our employees and implementing an effective management system to help ensure
employee safety and well-being.

We are committed to establishing a competitive and fair remuneration. In order to
effectively motivate our staff, we continually refine our remuneration and incentive policies.
We conduct performance evaluation for our employees regularly to provide feedback on their
performance. Compensation for our staff typically consists of base salary and a performance-
based salary. We decide the base salary of employees based on position value and evaluation
performances and decide the performance-based salary based on performance of our Company
and the employee. The remuneration distribution shows more consideration for strategic talent
and ensures the market competitiveness in the salary of core talent. We make dynamic
adjustments to our staff remuneration policy based on various factors, including regional
differences, talent supply, staff turnover, changes in the industry and financial conditions of our
Company.

We place great emphasis on talent cultivation and promotion. To accelerate employee
growth, we have established a comprehensive training system around the different stages of
employees’ needs, including new employee orientation, job skill training, and leadership
development training. We continuously iterate our training system by benchmarking against
excellent external experiences as well. At the same time, adhering to the principles of fairness,
transparency, and integrity in hiring, we formulate career development plans for employees,
provide dual-track promotions, including professional track and management track, and offer
opportunities for internal job rotation.
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We typically enter into employment agreements with our employees. We further enter into
confidentiality agreements and non-compete agreements with our senior management and core
employees. These employees are prohibited from joining companies that compete with us or
our affiliates during their employment and for a certain period of time thereafter. We maintain
a good working relationship with our employees, and have not experienced any material labor
disputes.

Non-compliance of Social Insurance and Housing Provident Funds

As required by laws and regulations in China, we participate in various employee social
security plans, including pension insurance, medical insurance, unemployment insurance,
maternity insurance, on-the-job injury insurance and housing fund plans. During the Track
Record Period, we did not make full contributions to social insurance and housing provident
funds for certain of our employees as required by relevant PRC laws and regulations, primarily
due to (i) our large labor force with relatively high mobility, (ii) certain employees’
unwillingness to bear the full costs associated with social insurance and housing provident fund
contributions strictly in proportion to their salaries, and we have provided dormitory space as
staff welfare for our employees, and (iii) a number of migrant workers who generally do not
participate in the social welfare schemes of the cities where they temporarily reside due to lack
of transferability among cities.

Our social security contributions shortfall amounted to approximately RMB1.6 million,
RMB3.8 million, RMB12.4 million, and RMB3.2 million in 2022, 2023, 2024 and the three
months ended March 31, 2025, respectively, accounting for less than 0.5% of our net profit in
each corresponding year, respectively. According to our PRC Legal Advisors, for the shortfall
in social security contributions, if the employer fails to pay the contributions in full and on
time, and still fails to do so within the period specified by the competent authorities, the
relevant authorities may impose a fine of between one to three times the amount of the social
security contributions shortfall. Therefore, the maximum potential fine for the social security
contributions shortfall during the Track Record Period will be up to RMB63.0 million,
accounting for approximately 0.1% of our revenue of during the Track Record Period.

Our housing provident fund contributions shortfall amounted to approximately RMBO0.8
million, RMB1.7 million, RMB3.3 million, and RMB0.7 million in 2022, 2023, 2024 and the
three months ended March 31, 2025, respectively, accounting for approximately 0.1% of our
net profit in each corresponding year, respectively. According to our PRC Legal Advisors, for
the shortfall in housing provident fund contributions, if the employer is overdue in paying or
underpays the housing provident fund, the competent authorities may order it to pay within a
prescribed period. If the employer still fails to do so, it may be subject to compulsory
enforcement by the people’s court. However, there is no additional penalty potential beyond the
requirement to pay the outstanding RMB6.5 million, if and when requested by the competent
authorities.
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The above-mentioned maximum potential penalties refer to the scenario where we fail to
make full payment or settle any shortfall within the specified time limit if and when requested
by the relevant authorities. Considering that we will make contribution within the specified
time limit if and when requested by the relevant authorities, and we have obtained the written
undertaking (see below for details) from Mr. ZHENG Jianjiang, one of our Controlling
Shareholders, we are of the view that the likelihood we will be subject to the maximum
potential penalties is remote.

Based on confirmations from the relevant social insurance and housing provident fund
authorities, the Group had not been subject to any material administrative penalties in relation
to these matters during the Track Record Period. Pursuant to the Urgent Notice of the General
Office of the Ministry of Human Resources and Social Security on Implementing the Spirit of
the Executive Meeting of the State Council in Stabilizing the Collection of Social Insurance
Premiums ( CA IR AL S ORI 0 20 2 T B T EECTR 7 0 05 e o 65 8 b M U B A R e A
PRERR TAER 2238 H1) ), local authorities are strictly forbidden to conduct self-initiated
collection of historical unpaid social insurance contributions from enterprises.

As further advised by our PRC Legal Advisors, considering the above and the current
regulatory environment, the likelihood that we would be subject to a centralized recovery of
historical contributions or material administrative penalties is remote. Accordingly, the
Directors are of the view that the foregoing matters are unlikely to have any material adverse
impact on our business operations or financial performance.

We have adopted the following rectification measures to enhance compliance:

. Training. Strengthen legal compliance training to our employees responsible for
compliance matters, finance and human resources;

. Policy. Formulate an internal control policy with respect to social insurance and
housing provident fund contribution in compliance with relevant PRC laws and
regulations, which we have started to implement;

. Review and record-keeping. Designate our human resources staff to review and
monitor the payment status on a monthly basis;

. Increasing awareness of development in laws and regulations. Regularly keep
abreast of latest developments in PRC laws and regulations in relation to social

insurance and housing provident funds; and

. External consultation. Consult external PRC legal counsel for advice on relevant
PRC laws and regulations.
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We undertake to make full payment or settle any shortfall within a prescribed time period
if and when requested by the relevant authorities. One of our Controlling Shareholders, Mr.
ZHENG Jianjiang, has provided a written undertaking. In this undertaking, he has committed
to voluntarily make any required retrospective payments or additional contributions related to
social insurance and housing provident fund discrepancies at our domestic subsidiaries if and
when requested by the relevant authorities. He will also bear any administrative penalties or
economic losses resulting from such discrepancies if and when requested by the relevant
authorities.

INSURANCE

We consider our insurance coverage to be adequate and in accordance with the
commercial practices in the industries in which we operate. We have purchased property
insurance covering all risks of physical loss, destruction or damage to the inventory of our
products and our fixed assets. We have also purchased product liability insurance for some of
our products covering certain potential risks and liabilities. We mitigate our credit risks by
insuring certain sales to our customers, protecting us from non-payment of commercial debts
covering trade receivables.

We provide social security insurance, including pension insurance, unemployment
insurance, work-related injury insurance, maternity insurance and medical insurance for our
employees in China and statutorily required insurance coverage for overseas employees. In
addition, we have defined benefit plans for employees of certain overseas companies,
providing supplemental retirement benefits beyond the national regulatory insurance system.
Our management will evaluate the adequacy of our insurance coverage from time to time and
purchase additional insurance policies as needed.

RISK MANAGEMENT AND INTERNAL CONTROL

We recognize that effective risk management is integral to sustaining business continuity,
safeguarding assets, and ensuring long-term value creation for our stakeholders. At the core of
our risk management strategy is a strong governance structure. The Board of Directors oversees
the entire risk management process, ensuring that risk policies are effectively integrated into
our corporate strategy and operational practices. Senior executives and subject matter experts
are responsible for the continuous evaluation of emerging risks and the implementation of
appropriate mitigation measures. They regularly review risk assessments, monitor key risk
indicators, and ensure that risk management practices align with industry best standards and
regulatory requirements.

Our internal control system is designed to provide reliable financial reporting, promote
operational efficiency, and ensure compliance with applicable laws and regulations. We have
instituted a series of internal controls, including segregation of duties, authorization protocols,
and regular reconciliations, to prevent and detect errors or irregularities.
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We employ a systematic approach to risk assessment, utilizing quantitative and
qualitative methods to evaluate the likelihood and potential impact of identified risks. This
process involves regular risk assessments at both the enterprise and departmental levels,
enabling us to prioritize risks based on their significance to our business objectives. Mitigation
strategies are tailored to address specific risks, encompassing measures such as diversification
of supply chains, implementation of cybersecurity protocols, and establishment of contingency
plans for critical operations.

Maintaining compliance with all relevant laws, regulations, and industry standards is
paramount to our operations. Our compliance department oversees adherence to regulatory
requirements, conducts regular audits, and provides training to employees to ensure awareness
and understanding of compliance obligations. We proactively engage with regulatory bodies
and participate in industry forums to stay abreast of evolving regulatory landscapes, thereby
minimizing the risk of non-compliance and associated penalties.

We have established a comprehensive risk management system that encompasses
strategic, operational, financial, and compliance-related risks, such as:

. Sanctions and export controls. To comply with applicable sanctions and export
controls regulations, we maintain a trade compliance program which includes
policies, standard operating procedures, automated control systems, compliance
governance organization and an inquiry and reporting mechanism. We have been
continually investing resources to enhance the program. During the Track Record
Period and up to the Latest Practicable Date, the tariff rates for most of the
categories of our products subject to foreign tariffs remained stable. In terms of
export control, we currently have production bases in China and Thailand. During
the Track Record Period and up to the Latest Practicable Date, we consistently
complied with the applicable licensing, documentation and other requirements in
accordance with export control rules in jurisdictions we operate and did not
encounter any material issue related to export control measures including with
respect to obtaining and renewing necessary licenses and fulfilling other
requirements, as applicable. During the Track Record Period and up to the Latest
Practicable Date, although tariffs and export control policies have been implemented
in various overseas markets for products from China, such measures have not had
a material impact on our business operations or financial performance. This is
primarily because our revenue base is well diversified and not significantly
dependent on any single overseas country or region. During the Track Record
Period, Mexico was the only overseas market that contributed more than 5% of our
total revenue, and revenue generated from the U.S. amounted to less than 2% of our
total revenue. During the Track Record Period and up to the Latest Practicable Date,
we have not directed, and to the best knowledge of our Directors, are not aware of
any instances where our customers in non-U.S. countries have subsequently sold our
products to the U.S.. Moreover, tariffs and export control policies in most major
overseas markets, including Mexico, remained relatively stable, and changes in U.S.
tariffs and export controls over recent years did not materially affect our business
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given the limited amount of revenue generated from this region. In addition, we have
established production bases in mainland China and Thailand, allowing us to
flexibly adjust production and delivery locations in response to evolving trade
policies. In light of the above, our Directors are of the view, which is concurred by
the Sole Sponsor, that the tariffs and export control measures currently in place have
no material impact on our business and financial performance. Future developments
in geopolitics could have further impacts on our business and financial performance.
For details, see “Risk Factors — Risks Relating to Our Business and Industry — We
conduct operations worldwide and are exposed to legal, regulatory, political,

economic, commercial and other risks in each country in which we operate.”

Anti-bribery. We have established a comprehensive anti-bribery framework to
uphold ethical business conduct and mitigate integrity risks. Our “Nine Integrity
Articles” serve as the foundation of our ethical guidelines and are disseminated
through posters, internal meetings, and employee handbooks. We incorporate
integrity clauses in agreements with business partners and conduct regular integrity
training, with enhanced programs before sensitive periods such as the Spring
Festival. New employees must sign an “Integrity Commitment Letter”, while
disciplinary actions for integrity violations are promptly announced to reinforce
awareness. Employees in sensitive roles, such as procurement, finance, and HR, are
subject to regular job rotations, with a rotation notice and handover audit required
to enhance accountability and reduce risks. Through these measures, we are
committed to maintaining the highest standards of professional ethics.

Intellectual property management. Since 2018, we have gradually established a
dedicated intellectual property management team to oversee our I[P management
activities, and have put in place a set of internal policies to govern various aspects
of IP management, such as our Patent Management Regulations, Confidentiality
Control Procedures, Patent Valuation and Maintenance Procedures, Intellectual
Property Dispute Resolution Control Procedures, and Patent Risk Management
Control Procedures. Our intellectual property management framework incorporates
proactive risk management strategies to identify and mitigate potential risks. For
instance, upon identifying potential conflicts in the design of a new air conditioner
model, we evaluate the infringement risk and examines product appearance,
packaging, and structure at multiple working levels to mitigate patent infringement
risks. Based on the evaluation report, we will implement necessary design
adjustments to ensure compliance and protect our market position.

Since 2018, we established a structured reporting mechanism for patent litigation
matters. In the event of disputes, our established protocols facilitate timely and
effective resolution through administrative and judicial channels. When intellectual
property disputes arise, we implement our structured reporting protocol by promptly
notifying the R&D department head. Our legal department subsequently takes the
lead in assembling and coordinating the litigation response team. Based on our
litigation experience, we have developed a comprehensive litigation analysis
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framework incorporating four assessment matrices since 2020. These include our
defense point checklist, infringement assessment matrix, patent stability review
chart, and invalidity analysis table. For example, our defense point checklist
evaluates five dimensions in patent disputes: standing to sue, non-infringement
arguments, infringement exemptions, patent validity status, and compensation
defenses. This checklist helps us identify critical issues in patent litigation. This
systematic approach has significantly improved our success rate in intellectual
property litigations.

To ensure the effective implementation of our intellectual property strategies, we
maintain detailed management ledgers and classified archives, updated in
accordance with our archival management policies. These records encompass patent
management ledgers, copyright management ledgers, and patent value assessment
forms. Such documentation ensures that all intellectual property assets are
accurately tracked, maintained, and readily accessible for strategic decision-making.
In 2024, we took steps to further enhance our risk control processes and tools,
including the development of a “Patent Search Control Table” to strengthen our
approach. This table provides a structured framework for analyzing relevant factors,
such as the number of competitor patents, the range of competitive products and
components, as well as the search strategies employed.

We undergo annual certification of our intellectual property management system by
qualified third parties to verify our compliance with national standards such as
GB/T29490-2023. Additionally, before advancing core projects to production, we
engage qualified third parties to conduct comprehensive infringement risk analyses,
ensuring proper risk mitigation and freedom to operate.

Our independent internal control consultant has confirmed that our Company’s internal
control systems are well designed and operational effective. In particular, it has confirmed that
the results of the internal control review related to intellectual property infringement risks
indicated no findings, demonstrating that our internal control systems and processes are
operating effectively and properly designed while the internal control measures are operational
effective to mitigate key risks. Our internal control consultant possesses strong expertise in IP
management, including policies, procedures (application, licensing, protection), and relevant
laws. Their team includes senior specialists with experience in IP audits and identifying risks
like unclear rights or infringement. They have a proven track record of advising clients on
improving IP management systems, confidentiality, licensing, and strategic planning. This
includes implementing tools and databases to minimize infringement risks and avoid
legal/commercial disputes. Based on the independent due diligence steps conducted by the Sole
Sponsor, including its review of relevant rules and policies under our Company’s intellectual
property management framework, nothing has come to the attention of the Sole Sponsor that
would reasonably cause the Sole Sponsor to disagree with the internal control consultant’s
view above.
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We are dedicated to fostering a culture of continuous improvement in our risk
management and internal control practices. Regular internal and external audits are conducted
to evaluate the effectiveness of our control measures and identify areas for enhancement.
Feedback mechanisms and performance metrics are in place to monitor the efficacy of risk
management initiatives, ensuring that our strategies remain responsive to the dynamic business
environment. Furthermore, our commitment to building organizational resilience enables us to
swiftly adapt to unforeseen challenges, thereby sustaining our operational integrity and
competitive advantage. We recognize that, despite having established and maintained internal
control policies and procedures to prevent corruption, bribery and fraudulent activities, no
system is completely immune to human error or intentional misconduct, especially as our
business operations expand. In response, we have further enhanced our anti-corruption
framework by strengthening compliance training, upgrading whistle-blowing channels,
improving due diligence on counterparties, and increasing audit coverage in high-risk areas. To
our Directors’ best knowledge, apart from otherwise disclosed in “— Legal Proceedings and
Compliance — Bribery Case Relating to a Former Employee of Our Subsidiary,” during the
Track Record Period and up to the Latest Practicable Date, there have been no bribery cases
involving our Group or our Directors.

By integrating these comprehensive risk management and internal control practices into
our corporate framework, we ensure the safeguarding of our assets, the integrity of our

operations, and the continuous achievement of our strategic objectives.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG)

We are steadfast in our commitment to ESG principles, recognizing that sustainable
practices are integral to our long-term success and the well-being of our stakeholders. Our
comprehensive ESG framework is meticulously designed to align with global standards and
regulatory requirements, ensuring that our operations not only drive business growth but also
contribute positively to society and the environment.

As advised by our PRC Legal Advisors, during the Track Record Period and up to the
Latest Practicable Date, we had been in compliance with health, work safety and environmental
laws and regulations appli