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This Application Proof is in draft form. The information contained in it is incomplete and is subject to change
which can be material. By viewing this document, you acknowledge, accept and agree with the Company, its
respective sole sponsor, overall coordinator, advisers and members of the underwriting syndicate that:

(a)

(b)

(©

(d)

(e)

)

(2)

(h)

()

)

(k)

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

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

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

this document is not the final listing document and may be updated or revised by the Company from time
to time in accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules™);

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

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

neither the Company nor any of its affiliates, advisers or members of its underwriting syndicate is
offering, or is soliciting offers to buy, any securities in any jurisdiction through the publication of this
document;

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

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

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

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

If an offer or an invitation is made to the public in Hong Kong in due course, prospective investors are
reminded to make their investment decisions solely based on the Company’s prospectus registered with the
Registrar of Companies in Hong Kong, copies of which will be distributed to the public during the offer period.
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This summary aims to give you an overview of the information contained in this
document. As it is a summary, it does not contain all the information that may be
important to you and is qualified in its entirety by, and should be in conjunction with, the
full text of this document. You should read the entire document before you decide to
[REDACTED] in the [REDACTED]. There are risks associated with any
[REDACTED)]. Some of the particular risks in [REDACTED] in the [REDACTED] are
set out in “Risk Factors” in this document. You should read that section carefully before
you decide to [REDACTED] in the [REDACTED].

OVERVIEW

We are a leading market player in China’s heritage gold (77iA#4) industry as
recognized by the China Gold Association (1B #4177 ®)*, epitomizing China’s intangible
cultural heritage value and craftsmanship blended with international fashion aesthetics through
our comprehensive product portfolio, with a market share in the heritage gold jewelry market
and the gold jewelry market in China of 2.0% and 0.6%, respectively, in terms of revenue in
2023, according to Frost & Sullivan. During the Track Record Period, we derived a material
portion of revenue from sales of self-designed heritage gold jewelry through our boutiques. We
adopt a self-operation model and a scenario-based operation style for all our boutiques. As of
the Latest Practicable Date, we self-operated 32 boutiques in reputable commercial centers in
13 cities across China, most of which were tier-one and new tier-one cities. We are dedicated
to offering products that harmonize cultural and fashionable attributes, showcase assertive
style, and demonstrate high quality, ranging from daily wear accessories to ornaments and
vessels. We believe that our brand positioning, product theme and style, sales network, and
scenario-based boutique style contributed to our success. Among the key brands in China’s
gold jewelry market, we are the only brand that focuses on the design, manufacture and sale
of heritage gold jewelry, according to Frost & Sullivan. Among all gold jewelry brands in
China, we ranked first in terms of single-store revenue in each of 2022 and 2023, according to
Frost & Sullivan. In 2023, we further achieved significant growth. Our average revenue for
2023 per boutique that existed as of December 31, 2023 reached RMB93.9 million, exceeding
twice the average revenue for 2022 per boutique that existed as of December 31, 2022.

As pure gold is soft, processing of pure gold, especially when embedding diamonds and
gemstones onto the surface of pure gold, requires sophisticated craftsmanship. Unprofessional
craftsmanship may cause pure gold to be bent, squeezed or deformed. Through years of
dedication and commitment, we have promoted many major developments and advancements
in China’s gold jewelry industry. According to Frost & Sullivan, founded in 2009, we were the
first gold jewelry brand in China to promote the concept of heritage gold, the first to introduce
diamond-inlaid pure gold jewelry, and the first to apply heat treatment of enamels (BEE:) to
pure gold products. Our continuous offering of quality products have made Laopu Gold (& #f
#42) a well-recognized brand among high net-worth individuals. According to the 2023 Hurun
Supreme Brands — Chinese High Net-Worth Individuals’ Brand Preferences Report ( 2023
I 2 R — P B v VR B ) 5 ) ) released by the Hurun Research Institute (#
A FEBE) in March 2023, our brand was listed among the top ten jewelry brands preferred by
high net-worth individuals, standing as one of the only two domestic jewelry brands.

* Based on The China Gold Yearbook 2020 ( "1[2 % “F2£2020) published by the China Gold Association, and
considering that, among other things, we were the first gold jewelry brand in China to promote the concept of
heritage gold, the first in the industry to embed diamond in pure gold, and the first in the industry to introduce
pure gold enamel jewelry products, according to Frost & Sullivan.
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According to Frost & Sullivan, heritage gold has heralded a new product era in China’s
gold jewelry industry. In recent years, the gold jewelry market has witnessed new opportunities
for development. Driven by the rapid increase in consumer demand for high-quality products,
heritage gold products have emerged as one of most promising and fastest-growing categories
in the gold jewelry market. According to Frost & Sullivan, the market size for heritage gold
jewelry in China, in terms of sales revenue, has grown from approximately RMB13.0 billion
in 2018 to approximately RMB157.3 billion in 2023 at a CAGR of 64.6%, and is expected to
reach approximately RMB421.4 billion by 2028 at a CAGR of 21.8%. With the transition of
main consumer group to the younger generation, there is an increasing market demand for gold
jewelry products with strong aesthetic attributes, unique cultural and brand identity, and a
sophisticated fashion sense. With our first-mover advantages in the heritage gold jewelry
industry, dedication in product design and manufacture, continuing innovation in product
research and development, and quality customer service offerings, we believe we are
well-positioned to capture the huge growth of China’s heritage gold jewelry market.

We aspire to become an internationally renowned gold jewelry brand that stands as a
beacon of classic and meticulous craftsmanship, epitomizing China’s intangible cultural
heritage value and craftsmanship blended with international fashion aesthetics. We draw
inspiration from classic elements of the Chinese culture to develop products that elegantly
combine traditional Chinese classical standards with modern aesthetics. Sticking with our
brand values of “classic (££H#)”, “meticulous (MiE()” and “timeless (f#1H)”, we craft our
jewelry with traditional handcrafting methods. We adhere to a spirit of meticulous
craftsmanship, and certain traditional technique we utilize, such as “filigree inlay” ({E 4% %)
and “gold and silver inlay” (4x$R#f), are recognized as national-level intangible cultural
heritage. We prioritize originality, emphasizing product research, development, innovation and
quality control. We continually launch new featured products to stay competitive in the market.
As of December 31, 2023, we created approximately 1,700 original product designs and held
copyrights of 1,073 works. Our product mix caters to the diverse needs of consumers of
different ages, including daily wear accessories, as well as stationary, daily use and decorative
ornaments and vessels. Our certain products have driven industry development. For example,
we introduced diamond-set pure gold jewelry products by the end of 2019, and according to
Frost & Sullivan, we were the first in the gold jewelry industry to embed diamond in pure gold,
changing the traditional standard of using K gold as the base material for diamond-set jewelry.
In 2022, by utilizing traditional technique of heat treatment of enamels, we were the first in the
industry to introduce pure gold enamel jewelry products, sparking a new trend in the heritage
gold industry, according to Frost & Sullivan.

We have established market presence in reputable commercial centers of tier-one and new
tier-one cities in China. As of the Latest Practicable Date, we self-operated a total of 32
boutiques, all located in shopping malls featuring high fashion with stringent entry
requirements, such as SKP and MixC (#5). According to Frost & Sullivan, as of April
2024, we covered eight out of the top ten high-end shopping malls nationwide, ranking first
among all domestic gold jewelry brands in terms of the coverage rate. We not only successfully
entered into these shopping malls, but also achieved outstanding sales performance in them.
For example, in 2023, our two boutiques located in Beijing SKP generated a total revenue of
RMB335.8 million, achieving a monthly revenue per sq.m. of approximately RMB440,574. To
put it in context, according to Frost & Sullivan, Beijing SKP is one of the world’s most
productive shopping malls in terms of sales per sq.m., and its monthly sales per sq.m. in 2023
was approximately RMB17,740.6. With our high-quality brand identity, as well as the superb
performances of our existing boutiques, we believe that we have gained a strong channel
expansion capability, enabling us to systematically open new boutiques at coveted positions in
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reputable commercial centers with stringent entry requirements. For example, after the
successful collaboration with Beijing SKP, we have established boutiques in other shopping
malls of the SKP group, such as Xi’an SKP, Chengdu SKP, and DT51. Such win-win
collaborations with top commercial centers achieves a virtuous cycle that continuously drives
our growth. We adopt a scenario-based operation style for jewelry stores, with boutiques
themed around classical Chinese study room scenes to largely enhance customer shopping
experience. Our premium boutique locations naturally attract high-end consumers that
perfectly match with our brand positioning, and the premium environments of our boutiques
serve as a testament to our brand identity. In addition, we also reach consumers nationwide
through online channels, including our flagship stores on Tmall and JD.com, which are
independent third-party e-commerce platforms, as well as our WeChat Mini Program that we
developed to optimize our customer experience and increase our online sales.

We experienced significant growth during the Track Record Period. Our revenue
increased from RMB1,264.6 million in 2021 to RMB1,294.2 million in 2022 despite the
adverse impact from COVID-19, and further increased to RMB3,179.6 million in 2023,
representing a CAGR of 58.6% from 2021 to 2023. We recorded a net profit of RMB113.9
million, RMB94.5 million and RMB416.3 million in 2021, 2022 and 2023, respectively.

In the future, we will adhere to strategic principles such as brand innovation, product
internationalization, and global market expansion, enabling us to effectively capture growth
opportunities in the gold and jewelry industry and further expand market share and brand
influence.

OUR COMPETITIVE STRENGTHS

We believe the following strengths have contributed to our success and differentiated us
from our competitors: (i) a leading market player in China’s heritage gold industry epitomizing
China’s intangible cultural heritage value; (ii) relentless focus on innovation and acute
sensitivity to the fashion trend of the times; (iii) comprehensive product portfolio with classic
craftsmanship, assertive style and high quality; (iv) strong sales network in reputable
commercial centers and systematic operational model of boutiques; and (v) adoption of
standardized enterprise management system to maintain efficient operations and effective
quality control in the ever-evolving consumer market.

OUR DEVELOPMENT STRATEGIES

Our goal is to showcase traditional Chinese handcrafted gold jewelry, as a symbol of
classic Chinese culture, on the world stage. We plan to implement the following strategies to
achieve that goal: (i) continue to prioritize product research and development innovation to
strengthen market presence; (ii) deepen brand strategic management to enhance brand
influence; and (iii) solidify the domestic market and actively expand in the international
market.

OUR PRODUCTS

We design, manufacture and sell high-end pure gold jewelry which combines ancient
wisdom and modern fashions. Our gold jewelry products primarily comprise pure gold jewelry
and gem-set jewelry (with diamonds or other gemstones inlaid in pure gold). Leveraging
Chinese age-old techniques to create gold jewelry, our products are embodiments of classic
elegance and craftsmanship, which reflects our brand’s core values and philosophy.
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The following table sets forth the breakdown of revenue by product type for the years
indicated:

Year Ended December 31,

2021 2022 2023
RMB’000 % RMB’000 % RMB’000 %
Pure gold jewelry . . .. 655,375 51.8 661,002 51.1 1,394,282 439
Gem-set jewelry . . . .. 603,061 477 629,528 48.6 1,780,658 56.0
Others* . . ......... 6,167 0.5 3,690 0.3 4,624 0.1
Total. . . .......... 1,264,603 100.0 1,294,220 100.0 3,179,564 100.0
Note:
* Others mainly include revenues generated from (i) the sales of non-gold jewelry products primarily made of

gemstones, and (ii) the provision of maintenance and repair services for jewelry products sold by us, as our
after-sales services.

The percentage of the sales of gem-set jewelry products of our total revenue increased
during the Track Record Period, mainly as we launched new series of gem-set jewelry products
embedded with innovative craftsmanship and novel designs in late 2019, which sparks a new
trend in the heritage gold industry thanks to their innovative craftsmanship and novel designs.
We have no plan to change our business focus in spite of such change in revenue contribution
from pure gold jewelry and gem-set jewelry. Going forward, we will continue to focus on
offering quality heritage gold jewelry products and keep introducing new styles of products,
including both pure gold jewelry and gem-set jewelry.

The following table sets forth a breakdown of our gross profit and gross profit margin by
types of goods or services for the years indicated:

Year Ended December 31,

2021 2022 2023

Gross Gross Gross

Gross profit Gross profit Gross profit

profit margin profit margin profit margin

RMB’000 % RMB’000 % RMB’000 %

Pure gold jewelry ... .. 248,628 37.9 251,220 38.0 514,516 36.9
Gem-set jewelry ...... 269,265 44.6 289,100 45.9 815,596 45.8
Others . ............. 3,108 50.4 1,818 49.3 1,845 39.9
Total . .............. 521,001 41.2 542,138 419 1,331,957 41.9

The gross profit for our pure gold jewelry products increased during the Track Record
Period, which was generally in line with the increase in revenue generated from the sales of
pure gold jewelry products during the same years. The gross profit margin for our pure gold
jewelry products remained relatively stable at 37.9% and 38.0% in 2021 and 2022,
respectively. The gross profit margin for our pure gold jewelry products decreased to 36.9% in
2023, primarily because (i) we launched gold bar products by the end of 2022, which feature
relatively simple craftsmanship and therefore have lower gross profit margin; (ii) this was
partially offset by the increase in cost of sales, which was mainly due to the impact of increase
in the purchase cost of gold.
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The gross profit for our gem-set jewelry products increased during the Track Record
Period, which was generally in line with the increase in revenue generated from the sales of
gem-set jewelry products during the same years. The gross profit margin for our gem-set
jewelry products increased from 44.6% in 2021 to 45.9% in 2022, primarily because (i) we
launched new gem-set jewelry product series, mainly including gem-set pendants and rings,
bangles and decorative ornaments, featuring innovative craftsmanship and novel design with
relatively higher gross profit margin in 2022; (ii) this was partially offset by the increase of
cost of sales, which was mainly due to the impact of increase in the purchase cost of gold and
gemstones. The gross profit margin for our gem-set jewelry products remained stable at 45.9%
and 45.8% in 2022 and 2023, respectively.

The gross profit margin level of our gem-set jewelry products was relatively higher than
the gross profit margin of our pure gold jewelry, mainly as (i) the design and craftsmanship of
our gem-set jewelry products is generally more intricate and complex; and (ii) gem-set jewelry
products, especially diamond-set jewelry products, generally have higher pricing space and
profit margins since they are usually fixed-price products with high brand premiums, which is
in line with the market, according to Frost & Sullivan.

PRODUCT SALES

We have adopted an integrated offline and online jewelry retail structure that combines
both offline boutiques and online sales channels to provide customers with a seamless and
consistent shopping experience. The following table sets forth the breakdown of our revenue

by channel for the years indicated:

Year Ended December 31,

2021 2022 2023
RMB’000 % RMB’000 % RMB’000 %
Boutiques” . .. ... .. 1,135,357 89.8 1,126,308 87.0 2,818,483 88.6
Online platforms®. . . . 129,246 10.2 167,912 13.0 361,081 11.4
Total. . ........... 1,264,603 100.0 1,294,220 100.0 3,179,564 100.0

(1)  Including sales from pop-up stores which we opened as promotional events for a short period of time,
typically ranging from several days to one month. For further details, see “— Marketing and Promotion
— Our Marketing Strategy and Promotion Channels” in this document.

(2)  Consisting of sales through third-party e-commerce platforms including Tmall and JD.com , as well as
WeChat Mini Program that we developed to streamline our customer experience and increase our online
sales.
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As of the Latest Practicable Date, we had a total of 32 boutiques covering 13 cities across
China, most of which were tier-one and new tier-one cities. All of our boutiques were
self-operated. According to Frost & Sullivan, as compared with franchise, another chain
operation model widely adopted by jewelry retailers in China, self-operation model enables
enterprises to retain the ownership of products sold at the retail counters, as well as the right
to recruit and manage sales and other personnels of their own. Moreover, boutiques under
self-operation model generally has a higher profit margin than those under franchise model. We
have been adopting the self-operation model for our boutiques and had never entered into any
franchise arrangement. We believe this self-operation model enables us to maintain strict
control over our service quality and provide meticulous management of sales and customer
service, which are conducive to building and preserving our brand image.

We had experienced steady-fast expansion during the Track Record Period and up to the
Latest Practicable Date. The table below sets forth the total number of our boutiques, and
openings and closures, for the periods indicated:

From
December 31,
2023 to the
Year Ended December 31, Latest
Practicable
2021 2022 2023 Date
Number of boutiques at the
beginning of the period. . . . 19 22 27 30
Number of new boutiques. . . . 4 6 5 2
Number of closed boutiques* . 1 1 2 -
Number of boutiques at the
end of the period........ 22 27 30 32
Note:
* We assess and evaluate the performance of our boutiques on a monthly basis. During the Track Record

Period and up to the Latest Practicable Date, we closed one, one, two, and nil boutique(s) in 2021, 2022,
2023, and the period from December 31, 2023 to the Latest Practicable Date, respectively. For more
details, see “Business — Product Sales — Our Boutiques” in this document.
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Our boutiques are mostly located in luxury and fashion districts of tier-one and new
tier-one cities across China. According to Frost & Sullivan, as of April 2024, we covered eight
out of the top ten high-end shopping malls nationwide, ranking first among all domestic gold
jewelry brands. We have steadily expanded our boutique network during the Track Record
Period and up to the Latest Practicable Date. The table below sets forth a breakdown of our
boutiques by geographic location as of the dates indicated:

December 31, Latest
Practicable

2021 2022 2023 Date
Mainland China*....... .. 21 26 28 29
Tier-one cities . ......... 11 13 15 16
New tier-one cities. . . . . .. 7 8 9 9
Other cities . ........... 3 5 4 4
Hong Kong ............. - - - 1
Macau ............ .. ... 1 1 2 2
Total . . ................. 22 27 30 32

Note:

* Tier-one cites where our boutiques are located include Beijing, Shanghai, Guangzhou, and Shenzhen.

New tier-one cities where our boutiques are located include Nanjing, Xi’an, Hangzhou, Chengdu,
Wuhan, and Tianjin. Other cities where our boutiques are located include Shenyang, Xiamen, Nanning,
and Fuzhou.

The following table sets forth the details of our same-store sales and same-store sales
growth of our boutiques during the Track Record Period, which are important metrics that our
management tracks in evaluating our boutique network’s performance:

Year Ended December 31,

2021 2022 2022 2023
Number of Same Stores*. . ... .. 18 21
Same-Store Sales (RMB’000). . . . 1,107,257 911,942 1,004,131 2,162,939
Same-Store Sales Growth Rate . . . (17.6)% 115.4%
Note:
* Referring to boutiques that were open for more than 300 days in both of the two years under comparison.

For 2021 and 2022, we had 18 same stores, whose sales decreased by 17.6% from
RMB1,107.3 million in 2021 to RMB911.9 million in 2022, which was primarily due to the
temporary closure of some of our boutiques as a result of the impact of the COVID-19.
Specifically, in 2022, 16 of the 18 same stores were temporarily closed for a period ranging
from three days to 42 days under the COVID-19 pandemic. For 2022 and 2023, we had 21 same
stores, whose sales increased significantly by 115.4% from RMB1.0 billion in 2022 to RMB2.2
billion in 2023, which was mainly due to (i) the recovery of economic activities in 2023,
whereas our sales were affected by the COVID-19 in 2022; (ii) consumers’ preference for
high-quality heritage gold jewelry products with high-end aesthetic attributes with the
upgrading of consumption concept; (iii) our increased brand awareness; (iv) the iteration and

i
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upgrade of our product series; and (v) the increase in gold price, which (a) boosted consumers’
willingness to purchase heritage gold products resulting in a higher sales volume, mainly as
gold jewelry products not only have aesthetic and consumption values, but are also considered
by many consumers as having certain investment values, given that gold is a kind of safe-haven
asset, especially when the domestic and global political and economic environment is faced
with uncertainty, according to Frost & Sullivan, and (b) led to a corresponding increase in the
prices of our products.

PRICING

We carefully consider several key factors to determine the prices of our products. These
factors include the material and production costs, the difficulty of crafting techniques, and the
market positioning of our brand as well as market demand. Although fluctuation in material
costs, especially gold prices, is indeed one of the factors we consider when pricing our
products, we believe that such fluctuation is manageable, as we from time to time adjust our
procurement plan of raw materials based on the actual market and production demand.
Specifically, our supply chain department adjusts our procurement plans on a monthly basis
after considering the historical sales turnover and anticipated sales trend provided by our sales
department. Upon issuing procurement orders each month, our supply chain department would
then follow up on the progress of the procurement, utilization of raw materials in production,
and stock level of raw materials. As such, even without any hedging instruments to manage
fluctuation in gold price, we are able to reduce the risk of overstocking of gold materials and
mitigate the impact of the cost fluctuation on our business operation and financial performance.
Each piece of our gold jewelry products is subject to a fixed price upon launch and such price
generally will not be simply adjusted along with the fluctuation of our material and production
costs. Our management will review the prices of our products periodically and adjust the
prices, if needed, after comprehensively considering various factors, including raw material
and production costs, the difficulty of crafting techniques, and the market positioning of our
brand as well as market demand, among others, to ensure our profitability and brand strategy.
To ensure a consistent and unwavering brand image, our gold jewelry pieces are priced
uniformly across all our offline and online boutiques; but from time to time, we participate in
promotional events hosted by third-party platforms, such as the Double 11 Shopping Festival
(B +— Y1), and the Double 12 Shopping Festival (%1 —J#E¥)fi). We offer discounts
pertaining to the policy of our customer Loyalty Program. See “Business — Product Warranty
and Customer Services — Customer Services — Customer Loyalty Program” in this document.
During the Track Record Period, we recorded our revenue based on the actual prices we
charged (i.e., after taking into consideration the discounts offered, if any).

The table below sets forth the breakdown of revenue from sales of gold jewelry products
by different selling price range for the years indicated:

Revenue as a Percentage of Total Revenue®

Selling Price Range

per Piece” Year Ended December 31,
2021 2022 2023
Pure gold jewelry . . . ... .. Less than RMB10,000 3.7% 3.5% 1.9%
RMB10,000 - RMB50,000 26.9% 26.5% 24.3%
RMB50,000 - RMB250,000 15.2% 15.6% 13.4%
Over RMB250,000 6.0% 5.6% 4.2%
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. . Revenue as a Percentage of Total Revenue®
Selling Price Range

per Piece” Year Ended December 31,
2021 2022 2023
Gem-set jewelry . . . ... ... Less than RMB10,000 6.6% 8.5% 8.2%
RMB10,000 - RMB50,000 32.6% 31.8% 40.7%
RMBS50,000 - RMB250,000 6.2% 5.7% 5.6%
Over RMB250,000 2.2% 2.7% 1.5%

Notes:

(1)  The selling price range is calculated based on the actual prices we charged the customers (including
taxes and other charges payable by consumers, and net of discount if any) for the relevant products. The
price of our products depends on various factors, including the materials used, the gram weights of gold
material used, and the intricacy and complexity of the products’ design and craftsmanship.

(2)  Represents the percentage of revenue generated from sales of the relevant products with selling prices
that fall within the corresponding price range.

OUR CUSTOMERS

During the Track Record Period, substantially all of our customer base consisted of
individual customers. We have not entered into any long-term agreements with our individual
customers. We do not extend credit periods to our customers. None of these individual
customers accounted for more than 5% of our total revenue.

We cooperate with certain shopping malls under concession arrangements, where
shopping malls will collect sales proceeds for us from our customers and settle with us later.
For more details, see “Business — Our Boutiques — Arrangements with Shopping Malls” in
this document. Therefore, we recorded trade receivables from shopping malls during the Track
Record Period. We usually grant a credit period of up to 60 days to the relevant shopping malls.
Our trade receivables turnover days were 27 days, 29 days and 28 days in 2021, 2022 and 2023,
respectively, which was in line with our credit policy and within the trade receivable turnover
days of the industry. For more details, see “Financial Information — Discussion of Selected
Items for Consolidated Statements of Financial Position — Trade Receivables” in this
document. Though we receive payments from shopping malls under such arrangements, we do
not regard them as our customers according to the relevant accounting policies.

OUR SUPPLIERS

During the Track Record Period, we did not experience any material shortage or delay in
the supply. Our major suppliers are raw material providers and production service providers.
The aggregate purchases from our five largest suppliers in each year during the Track Record
Period was RMB772.1 million, RMB704.5 million and RMB2,144.5 million, accounting for
approximately 95.1%, 93.3% and 95.0% of our total purchases for the respective year. Our
purchase from the largest supplier in each year during the Track Record Period amounted to
RMB605.9 million, RMB633.8 million and RMB1,826.0 million, accounting for approximately
74.7%, 84.0% and 80.9% of our total purchases for the respective year.
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Our largest supplier in each year during the Track Record Period, Beijing Gongmei Group
Limited Liability Company (b3 TEEBE G RE(EAF]) (“Gongmei Group”), is a qualified
supplier of gold in the PRC and a general member of the Shanghai Gold Exchange. We have
maintained a stable relationship with Gongmei Group for the supply of gold for around eight
years. We procured the majority of our gold materials from Gongmei Group during the Track
Record Period primarily because we have established deep trust and a smooth communication
mechanism with Gongmei Group through years of business cooperation. Moreover, we have
never met any impediment of renewing the gold supply framework agreement with Gongmei
Group upon its expiration. Therefore, we believe that the likelihood of the relationship with
Gongmei Group to be subject to material adverse change or termination is low. Even if
Gongmei Group no longer supplies gold for us, there are many other gold suppliers readily
available in the market to supply gold to us at comparable prices. According to the Shanghai
Gold Exchange, it has over 140 general and financial members, and each of them is qualified
to purchase gold from Shanghai Gold Exchange for non-member organizations like us. Based
on the above, we believe that our supplier concentration risk is manageable. For more details,
see “Business — Our Customers and Suppliers — Our Suppliers” and “Risk Factors — Risks
Relating to Our Business and Industry — We procure raw materials from a limited number of
suppliers. Particularly, we had material reliance on a sole supplier during the Track Record
Period. We may not be able to secure a stable supply of qualified raw materials at all times and
on commercially acceptable terms or at all.” in this document.

INVENTORY MANAGEMENT

Our inventory primarily comprises (i) raw materials, mainly including gold, diamonds,
other gemstones, and packaging materials, (ii) work-in-progress jewelry products, (iii) finished
jewelry products and (iv) goods in transit. Our inventories turnover days were 357 days, 383
days and 205 days in 2021, 2022 and 2023, respectively. For more details, see “Financial
Information — Discussion of Selected Items From Consolidated Statements of Financial
Position — Inventories” in this document.

We have in place a comprehensive and robust inventory management and security system,
which includes vaults, 24-hour surveillance at our boutiques, insurance coverage and daily
stock count. Our management and sales team proactively track and monitor the turnover and
inventory level at each boutique based on sales information that is updated in our IT system
on a realtime basis. For more details, see “Business — Our Logistics and Inventory
Management — Inventory Management” in this document

SUMMARY OF HISTORICAL FINANCIAL INFORMATION AND SUMMARY OF
MAJOR FINANCIAL RATIOS

The following is a summary of the consolidated statements of profit or loss and other
comprehensive income during the Track Record Period as derived from the Accountants’
Report, the full text of which is set out in Appendix I to this document. This summary should
be read in conjunction with the aforesaid Accountants’ Report and the section headed
“Financial Information” of this document.

— 10 =
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Summary of Consolidated Statement of Profit or Loss and Other Comprehensive Income

The following table sets forth selected consolidated statement of profit or loss and other
comprehensive income for the years indicated:

Year Ended December 31,

2021 2022 2023
RMB’000 RMB’000 RMB’000

Revenue ... ..................... 1,264,603 1,294,220 3,179,564
Costofsales . .................... (743,602) (752,082) (1,847,607)
Gross Profit . .. ... ... .. ... ... ... 521,001 542,138 1,331,957
Other income

and gains . . ............. ... ..., 5,566 4,277 2,650
Selling and distribution expenses. . . . . . (262,435) (297,177) (579,347)
Administrative expenses . ........... (89,121) (94,117) (167,571)
Research and development expenses . . . (8,411) (8,525) (10,720)
Other expenses, net . . .............. (720) (2,853) (5,318)
Finance costs. .. .................. (11,671) (16,973) (18,182)
Profit Before Tax . ................ 154,209 126,770 553,469
Income tax expense................ (40,329) (32,241) (137,167)
Profit for the Year . . .. ............ 113,880 94,529 416,302
Attributable to: Owners of the

Company...................... 113,880 94,529 416,302

Revenue

During the Track Record Period, we generated revenue primarily from the sales of pure
gold jewelry products and gem-set jewelry products in mainland China. Our revenue amounted
to RMB1,264.6 million, RMB1,294.2 million and RMB3,179.6 million in 2021, 2022 and
2023, respectively. Such increase over the Track Record Period was mainly due to (i) the
recovery of economic activities, especially in 2021 and 2023; (ii) the expansion of our boutique
network; (iii) consumers’ preference for high-quality heritage gold jewelry products with
high-end aesthetic attributes with the upgrading of consumption concept; (iv) our increased
brand awareness; (v) the iteration and upgrade of our product series; and (vi) the increase in
gold price, which (a) boosted consumers’ willingness to purchase heritage gold products
resulting in a higher sales volume, mainly as gold jewelry products not only have aesthetic and
consumption values, but are also considered by many consumers as having certain investment
values, given that gold is a kind of safe-haven asset, especially when the domestic and global
political and economic environment is faced with uncertainty, according to Frost & Sullivan,
and (b) led to a corresponding increase in the prices of our products.

Gross Profit

Our gross profit amounted to RMB521.0 million, RMB542.1 million and RMB1,332.0
million in 2021, 2022 and 2023, respectively. Such increase was in line with the increase in our
revenue and was primarily due to the recovery of economic activities from the pandemic in the
PRC, especially in 2021 and 2023, the continuous enrichment of our product portfolio and
styles, as well as the expansion of our offline boutiques.

—11 =
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Net Profit

Our net profit decreased from RMB113.9 million in 2021 to RMB94.5 million in 2022,
mainly as the fixed costs increased with the expansion of our offline boutique network, while
our revenue growth was relatively slower due to the negative effect of the pandemic on our
offline sales in 2022.

Our net profit significantly increased from RMB94.5 million in 2022 to RMB416.3
million in 2023, primarily as in 2022, the fixed costs increased with the expansion of our
offline boutique network, while our revenue growth was relatively slower due to the negative
effect of the pandemic on our offline sales, while in 2023, our revenue increased significantly,
which was in line with our business expansion and thanks to the elimination of the negative
impact of the pandemic. Our net profit increased by 340.4% from 2022 to 2023, higher than
the revenue growth rate of 145.7% for the corresponding years, mainly as some costs in selling
and distribution expenses and administrative expenses, such as staff costs, did not increase at
the same pace of revenue.

Summary of Consolidated Statements of Financial Position
The table below sets forth selected information from our consolidated statements of
financial position as of the dates indicated, which have been extracted from our audited

consolidated financial statements included in Appendix I to this document:

As of December 31,

2021 2022 2023
RMB’000 RMB’000 RMB’000
Total non-current assets. . ........... 246,090 286,230 382,711
Total current assets . ............... 922,880 1,004,982 1,775,836
Total assets. . . ................... 1,168,970 1,291,212 2,158,547
Total non-current liabilities . .. ....... 131,391 130,262 168,987
Total current liabilities . ............ 267,267 291,381 474,144
Net current assets . ............... 655,613 713,601 1,301,692
Total liabilities . . . . ... ............ 398,658 421,643 643,131
Netassets . ...................... 770,312 869,569 1,515,416

Our net current assets increased from RMB655.6 million as of December 31, 2021 to
RMB713.6 million as of December 31, 2022, primarily due to (i) an increase in inventories of
RMB36.5 million, (ii) an increase in cash and cash equivalents of RMB35.1 million, and (iii)
an increase in prepayments, deposits and other assets of RMB14.7 million; partially offset by
(i) a decrease in trade receivables of RMB4.2 million, and (ii) an increase in lease liabilities
of RMB25.7 million.

Our net current assets further increased from RMB713.6 million as of December 31, 2022
to RMB1,301.7 million as of December 31, 2023, primarily due to (i) an increase in inventories
of RMB461.1 million, and (ii) an increase in trade receivables of RMB276.1 million; partially
offset by (i) an increase in other payables and accruals of RMB76.3 million, (ii) an increase
in trade payables of RMB52.6 million, and (iii) an increase in lease liabilities of RMB29.9
million. We had a relatively considerable amount of inventories during the Track Record

— 12 =
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Period, with turnover days of 357 days, 383 days and 205 days in 2021, 2022 and 2023,
respectively. Although we generally do not have a significant amount of slow-moving or
obsolete stock, we may retain a portion of finished products for display at our boutiques, which
are normally sold at a slower pace than our other finished products. For more details, see
“Financial Information — Discussion of Selected Items for Consolidated Statements of
Financial Position — Inventories” in this document. We have in place a comprehensive
inventory management and security system. The inventory levels of our gold jewelry products
at our boutiques are determined by product display standards, the sales turnover, and
anticipated sales trend. Our management and sales team proactively track and monitor the
turnover and inventory level at each boutique based on sales information that is updated in our
IT system on a real-time basis. For more details, see “Business — Our Logistics and Inventory
Management — Inventory Management” in this document.

Our net assets increased from RMB770.3 million as of December 31, 2021 to RMB869.6
million as of December 31, 2022, mainly reflected changes in equity primarily resulting from
our total comprehensive income for the year of RMB97.4 million and share-based payments of
RMB1.9 million. Our net assets further increased from RMB869.6 million as of December 31,
2022 to RMB1,515.4 million as of December 31, 2023, mainly reflected changes in equity
resulting from our total comprehensive income for the year of RMB415.5 million, issuance of
ordinary shares of RMB225.0 million, and share-based payments of RMB8.6 million, offset by
share issue expenses of 3.2 million.

Summary of Cash Flow Statements

The following table sets forth a summary of our cash flows information for the years
indicated:

Year Ended December 31,

2021 2022 2023
RMB’000 RMB’000 RMB’000
Operating profit before working capital changes . . . 231,955 227,679 705,986
Changes in working capital . ... .......... ... (82,130) (47,403) (608,623)
Cash generated from operations. . . . ... ... ... 149,825 180,276 97,363
Interest received . .. ........ ... ... .. ... .. 123 168 350
Income tax paid .. ....... ... ... . ... . ... (47,702) (31,946) (126,909)
Net cash flows from/(used in) operating activities . 102,246 148,498 (29,196)
Net cash flows used in investing activities . . . . . . (30,949) (34,583) (59,218)
Net cash flows from/(used in) financing activities . (55,084) (79,268) 98,973
Net Increase in cash and cash equivalents . . . . . . 15,613 34,647 10,559
Cash and cash equivalents at beginning of the year . 9,719 25,190 60,282
Effect of foreign exchange rate changes, net. . . . . . (142) 445 (1,003)
Cash and cash equivalents at end of the year. . . . 25,190 60,282 69,838
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Our net cash flow from operating activities increased from RMB102.2 million in 2021 to
RMB148.5 million in 2022, primarily due to (i) an increase in cash generated from operation
of RMB30.5 million, mainly resulting from a decrease in negative changes in working capital
of RMB34.7 million, despite a decrease in profit before tax adjusted for non-cash and
non-operating items of RMB4.3 million; and (ii) a decrease in income tax paid of RMB15.8
million. We recorded net cash flow from operating activities of RMB148.5 million in 2022,
while recorded net cash flow used in operating activities of RMB29.2 million in 2023,
primarily due to a decrease in cash generated from operation of RMB82.9 million, mainly
resulting from a more significant increase in negative changes in working capital of RMB561.2
million compared to the increase in profit before tax adjusted for non-cash and non-operating
items of RMB478.3 million, and an increase in income tax paid of RMB95.0 million.

Our net cash flow used in investing activities increased from RMB30.9 million in 2021
to RMB34.6 million in 2022, and further increased to RMB59.2 million in 2023, mainly due
to an increase in purchases of items of property, plant and equipment and other assets in the
respective years.

Our net cash flow used in financing activities increased from RMB55.7 million in 2021
to RMB79.3 million in 2022, mainly due to (i) a decrease in new bank and other borrowings
of RMB15.7 million, and (ii) an increase in payments of lease liabilities of RMB14.6 million;
partially offset by a decrease in repayment of bank and other borrowings of RMB13.2 million.
We recorded net cash flow used in financing activities of RMB79.3 million in 2022, while
recorded net cash from financing activities of RMB99.0 million in 2023, mainly due to (i) an
increase in capital contribution received from issuance of ordinary shares of RMB221.8
million, and (ii) a decrease in repayment of bank and other borrowings of RMB47.8 million;
partially offset by (i) a decrease in new bank and other borrowings of RMB56.4 million, and
(ii) an increase in payments of lease liabilities of RMB26.4 million.

For more details, see “Financial Information — Cash Flows” in this document.
Key Financial Ratios

The table below sets forth our key financial ratios as of the dates indicated:

As of/Year Ended December 31,

2021 2022 2023
Gross profit margin ... ... .. .. .. .. 41.2% 41.9% 41.9%
Net profit margin® . ... ... ... .. .. 9.0% 7.3% 13.1%
Return on equity™® .. ... ... ... ... .. 16.0% 11.5% 34.9%
Return on total assets™ ... ........ .. 10.9% 7.7% 24.1%
Current ratio™ .. ............... .. 3.5x 3.4x 3.7x
Quick ratio®. . ... ... 0.6x 0.7x 1.1x
Gearing ratio™ . ... ... ... ... .. .. 17.7% 15.7% 8.4%
Debt to equity ratio™ ... ... ... ... .. 14.5% 8.7% 3.8%
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Notes:
(1)  Gross profit margin was calculated based on gross profit divided by revenue for the respective year.

(2)  Net profit margin was calculated based on net profit after taxes divided by revenue for the respective
year.

(3)  Return on equity was calculated based on net profit of the respective year, divided by the arithmetic
mean of the opening and closing balances of total equity and multiplied by 100%.

(4)  Return on total assets was calculated based on net profit of the respective year, divided by the arithmetic
mean of the opening and closing balances of total assets and multiplied by 100%.

(5)  Current ratio was calculated based on the total current assets divided by the total current liabilities as
of the relevant dates.

(6)  Quick ratio was calculated based on the total current assets less inventories and divided by the total
current liabilities as of the relevant dates.

(7)  Gearing ratio was calculated based on interest-bearing bank and other borrowings divided by total
equity as of the relevant dates and multiplied by 100%.

(8)  Debt to equity ratio was calculated based on interest-bearing bank and other borrowings net of cash and
cash equivalents divided by total equity as of the relevant date and multiplied by 100%.

Gross Profit Margin

In 2021, 2022 and 2023, our gross profit margin was approximately 41.2%, 41.9% and
41.9%, respectively. For more discussion of the factors affecting our gross profit margin during
the Track Record Period, see “Financial Information — Review of Historical Results of
Operations” in this document.

Net Profit Margin

In 2021, 2022 and 2023, our net profit margin was 9.0%, 7.3% and 13.1%, respectively.
For more discussion of the factors affecting our net profit margin during the Track Record
Period, see “Financial Information — Review of Historical Results of Operations” in this
document.

Return on Equity

Our return on equity decreased from 16.0% in 2021 to 11.5% in 2022, mainly due to a
decrease in net profit in 2022 primarily attributable to the negative impact of the pandemic.
Our return on equity ratio increased to 34.9% in 2023, mainly due to the higher growth in net
profit contributed by the significant increase in revenue and thanks to the elimination of the
negative impact of the pandemic in 2023.

Return on Total Assets

Our return on total assets increased were 10.9%, 7.7% and 24.1% in 2021, 2022 and 2023,
respectively, which were generally in line with the trend of return on equity.
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Current Ratio

Our current ratio generally remained stable at 3.5x, 3.4x and 3.7x as of December 31,
2021, 2022 and 2023, respectively.

Quick Ratio

Our quick ratio was 0.6x, 0.7x and 1.1x as of December 31, 2021, 2022 and 2023,
respectively. Such increase was mainly due to the greater increase in our current assets despite
the growing inventories, which was in line with our business expansion and the accumulation
of our ongoing operations.

Gearing Ratio

Our gearing ratio was 17.7%, 15.7% and 8.4% as of December 31, 2021, 2022 and 2023,
respectively. Such decrease was mainly due to the greater increase in our total equity which
was in line with our business expansion and the accumulation of our ongoing operations, as
well as the increase of our share capital as a result of the [REDACTED] investments we
obtained in 2023.

Debt to Equity Ratio

Our debt to equity ratio was 14.5%, 8.7% and 3.8% as of December 31, 2021, 2022 and
2023, respectively. Such decrease was generally in line with our gearing ratio.

CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, Honggiao Jinji directly held 56,101,300 Shares,
representing approximately 39.33% of the total issued share capital of our Company and was
deemed to be interested in 9,284,900 Shares held by Tianjin Jincheng of which Hongqiao Jinji
is the general partner, representing approximately 6.51% of the total issued share capital of our

Company and thus a Controlling Shareholder of our Company. Hongqiao Jinji is owned as to
70% by Mr. Xu and 30% by Mr. Xu Dongbo, the son of Mr. Xu.

As of the Latest Practicable Date, Mr. Xu directly held 31,934,400 Shares, representing
approximately 22.39% of the total issued share capital of our Company and Mr. Xu Dongbo
directly held 14,319,200 Shares, representing approximately 10.04% of the total issued share
capital of our Company.

On November 8, 2023, Mr. Xu and Mr. Xu Dongbo entered into a joint-control
confirmation, pursuant to which Mr. Xu and Mr. Xu Dongbo confirmed that they have been
jointly controlled the management and operation of our Group since the establishment of our
Company, and will continue to jointly control the management and operation of our Group.
They had agreed to consult with each other and reach a unanimous consensus between
themselves before the decision, implementation and agreement on all material management
affairs, votings and/or commercial decisions, including but not limited to financial and
operational matters, of any member of our Group and if there is any disagreement between
them in respect of the operation and management of our Group, the decisions of Mr. Xu shall
prevail.
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Thus, as of the Latest Practicable Date, Mr. Xu, Mr. Xu Dongbo, Hongqiao Jinji and
Tianjin Jincheng together were entitled to exercise voting rights attached to the 111,639,800
Shares, representing approximately 78.27% of the total issued share capital of our Company.
Since Mr. Xu, Mr. Xu Dongbo, Hongqgiao Jinji and Tianjin Jincheng together are able to control
more than 30% of the voting rights in our Company, they will continue to be a group of
Controlling Shareholders of our Company immediately after the [REDACTED]. For details,
please see section headed “Relationship With Our Controlling Shareholders” in this document.

JOINT-CONTROL CONFIRMATION

On November 8, 2023, Mr. Xu and Mr. Xu Dongbo entered into a joint-control
confirmation, pursuant to which Mr. Xu and Mr. Xu Dongbo confirmed that they have been
jointly controlled the management and operation of our Group since the establishment of our
Company, and will continue to jointly control the management and operation of our Group.
They had agreed to consult with each other and reach a unanimous consensus between
themselves before the decision, implementation and agreement on all material management
affairs, votings and/or commercial decisions, including but not limited to financial and
operational matters, of any member of our Group and if there is any disagreement between
them in respect of the operation and management of our Group, the decisions of Mr. Xu shall
prevail. For details, see paragraph headed “History, Development and Corporate Structure —
Joint-Control Confirmation” in this document.

PREVIOUS A-SHARE LISTING ATTEMPTS

Our Company engaged Huatai United Securities Co., Ltd. CGEZRE G 5A RE(LA A
as our sponsor to submit our application for listing of our shares (the “A-share Attempt”) on
the main board of the Shenzhen Stock Exchange (the “SZSE”) to the CSRC in June 2020. In
August 2021, upon CSRC’s review, our Company’s A-share Attempt was not approved. Based
on the decision of disapproval for the listing application of Laopu Gold Co., Ltd. ( {BHAA
T AL S B A PR R B R A BB TR R BT SR PRE ) ) issued by the CSRC,
the major comments and reasons of the CSRC for disapproving our Company’s A-share
Attempt were (i) the necessity and fairness in pricing of our Company’s continuing transactions
with Stationery Culture, a company controlled by the Controlling Shareholders after our
Company had acquired the business of Golden Treasury; (ii) the reasonableness of our
Company’s significant higher gross profit margin as compared to other market comparable; and
(ii1) the reasonableness for fund transfers between the related party and a management
personnel of our Group and external manufacturers of the Company (the “CSRC Comments”).

In February 2022, our Company engaged China Securities Co., Ltd. (H {5 @478
FBRZAH]) as our sponsor for a proposed second A-share listing Attempt on the SZSE. Upon the
completion of the pre-listing tutoring which did not constitute a listing approval for the
proposed second A-share Listing Attempt by itself, our Company submitted our second A-share
Attempt in June 2023 and subsequently withdrew it in late July 2023.

Our Directors are of the view that the CSRC Comments are no longer applicable or
relevant to the [REDACTED], and do not render our Company unsuitable for the
[REDACTED)]. For details, please refer to paragraphs headed “History, Development and
Corporate Structure — Previous A-Share Listing Attempts” in this document.
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[REDACTED] INVESTMENTS

During the period from November 2017 to November 2023, our Company obtained
several rounds of investments, including Nov-2017 Capital Increase, May-2018 Capital
Increase and Nov-2023 Capital Increase, from the [REDACTED] Investors through
subscriptions for increased registered capital of our Company. For more details, please see
“History, Development and Corporate Structure — [REDACTED] Investments” in this
document.

USE OF [REDACTED]

We estimate that we will receive [REDACTED] from the [REDACTED] of
approximately HK$[REDACTED] million, after deducting [REDACTED], fees and estimated
expenses payable by us in connection with the [REDACTED], and assuming the
[REDACTED] being not exercised and an [REDACTED] of HK$[REDACTED] per Share,
which is the mid-point of the indicative [REDACTED] range stated in this document. If the
[REDACTED] is set at HK$[REDACTED] per Share, which is the high end of the indicative
[REDACTED] range, the [REDACTED] from the [REDACTED] will increase by
approximately HK$[REDACTED] million. If the [REDACTED] is set at HK$[REDACTED]
per Share, which is the low end of the indicative [REDACTED] range, the [REDACTED]
from the [REDACTED] will decrease by approximately HK$[REDACTED] million.

We currently intend to apply these [REDACTED] for the following purposes:

. [REDACTED]% or approximately HKS{REDACTED] million, will be allocated to
expand our sales network, and promote the internationalization of our brand through
opening new boutiques at both domestic and overseas markets within the next few
years;

. [REDACTED]%, or approximately HK$[REDACTED] million, will be allocated
to maintain the positioning of our brand and increase our brand awareness;

. [REDACTED]%, or approximately HK${[REDACTED] million, will be allocated
to optimize the internal information technology system and enhance the level of
automation and informatization, so as to improve the efficiency of our operation;

. [REDACTED]%, or approximately HK$[REDACTED] million, will be allocated
to strengthen our research and development capabilities; and

. [REDACTED]%, or approximately HK$[REDACTED] million, will be allocated
to our general working capital and general corporate purposes.

DIVIDENDS

No dividend has been proposed, paid or declared by our Company since its incorporation,
or by any of the subsidiaries of our Group during the Track Record Period.

After completion of the [REDACTED], we may distribute dividends in the form of cash
or by other means permitted by our Articles of Association. Any proposed distribution of
dividends shall be formulated by our Board and will be subject to approval of our Shareholders.
A decision to declare or to pay any dividends in the future, and the amount of any dividend,
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will depend upon a number of factors, including our earnings and financial condition, operating
requirements, capital requirements, business prospects, statutory, regulatory and contractual
restrictions on our declaration and payment of dividends, and any other factors that our
Directors may consider important.

There is no assurance that dividends of any amount will be declared or be distributed in
any year. Currently, we do not intend to adopt a formal dividend policy or a fixed dividend
distribution ratio following the [REDACTED].

PRC laws require that dividends be paid only out of the profit for the year calculated
according to PRC accounting principles, which differ in many aspects from the generally
accepted accounting principles in other jurisdiction, including the IFRSs. According to the
applicable PRC laws and our Articles of Association, we will pay dividends out of our profit
after tax only after we have made the following allocations:

. recovery of the losses incurred in the previous year;
. allocations to the statutory reserve equivalent to 10% of our profit after tax; and

. allocation to a discretionary common reserve of not less than 10% of our profit after
tax that are approved by a shareholders’ meeting.

[REDACTED] EXPENSES

We estimate that the [REDACTED] expenses of approximately RMB[REDACTED]
million (HK$[REDACTED] million) (including [REDACTED] of approximately
RMB[REDACTED] million (HK$[REDACTED] million), assuming the [REDACTED] is
not exercised and based on the [REDACTED] of HK${REDACTED] per [REDACTED],
being the mid-point of the estimated [REDACTED] range) will be incurred by our Company,
among which (i) [REDACTED]-related expenses, including [REDACTED] and other
expenses are approximately RMB[REDACTED] million (HK$[REDACTED] million) and (ii)
non-[REDACTED]-related expenses are approximately RMB[REDACTED] million
(HK$[REDACTED] million), comprising (a) fees and expenses of legal advisors and
accountants of approximately RMB[REDACTED] million (HK$[REDACTED] million) and
(b) other fees and expenses of approximately RMB[REDACTED] million
(HK$[REDACTED] million). As of December 31, 2023, we incurred a total of approximately
RMB[REDACTED] million (HK$[REDACTED] million) of [REDACTED] expenses, among
which RMB[REDACTED] million (HK$[REDACTED] million) were recognized in our
statement of profit or loss, and RMB[REDACTED] million (HK$[REDACTED] million)
were expected to be deducted from equity.

We estimate that additional [REDACTED] expenses of approximately
RMB[REDACTED] million (HK$[REDACTED] million) (assuming the [REDACTED] is
not exercised and based on the [REDACTED] of HK$[REDACTED] per [REDACTED],
being the mid-point of the estimated [REDACTED] range) will be incurred by our Company,
among which approximately RMB[REDACTED] million (HK$[REDACTED] million) is
expected to be charged to our statements of profit or loss, and approximately
RMB[REDACTED] million (HK$[REDACTED] million) is expected to be deducted from
equity. Our [REDACTED] expenses as a percentage of [REDACTED] is [REDACTED]%,
assuming an [REDACTED] of HK$[REDACTED] per Share, being the mid-point of the
estimated [REDACTED] range and that the [REDACTED] is not exercised. The
[REDACTED] expenses above are the latest practicable estimate for reference only, and the
actual amount may differ from this estimate.
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[REDACTED] STATISTICS

The numbers in the following table are based on the assumptions that (i) the

[REDACTED] had completed and [REDACTED] H Shares
[REDACTED], (ii) the [REDACTED] is not exercised, and (iii) [REDACTED] Shares are in
issue and outstanding following the completion of [REDACTED].

Based on the
[REDACTED] of

were issued in the

Based on the
[REDACTED] of

HK$[REDACTED] HK$[REDACTED]
per Share per Share

Market capitalization of HK$[REDACTED] HKS$[REDACTED]

our Shares ... ... .. ... ... ... million million
Market capitalization of our HK$[REDACTED] HK$[REDACTED]

H Shares® .. ... ............. million million
Unaudited [REDACTED] adjusted

consolidated net tangible assets

attributable to owners of

the Company per Share® ... ... HKS$[REDACTED] HKS$[REDACTED]

Notes:

(1)  The calculation of market capitalization is based on [REDACTED] Shares expected to be in issue
immediately upon completion of the [REDACTED], assuming the [REDACTED] is not exercised.

(2)  The calculation of market capitalization of our H Shares is based on [REDACTED] H Shares expected
to be in issue immediately upon completion of the [REDACTED] (assuming the [REDACTED] is not
exercised) and the conversion of [REDACTED] Unlisted Shares into H Shares.

(3)  The unaudited [REDACTED] adjusted consolidated net tangible assets attributable to owners of the
Company per Share is arrived at after adjustments referred to in the preceding paragraphs and on the
basis that [REDACTED] Shares are in issue assuming the [REDACTED] have been completed on
December 31, 2023. For more details , please refer to the section headed “Appendix II — Unaudited
[REDACTED] Financial Information” in this document.

SUMMARY OF MATERIAL RISK FACTORS

Our business faces risks including those set out in the “Risk Factors” section. As different
investors may have different interpretations and criteria when determining the significance of
a risk, you should read the “Risk Factors” section in its entirety before you decide to invest in
our H Shares. Some of the major risks that we face include: (i) we operate in a highly
competitive industry and if we are unable to compete effectively, our sales, profitability and
growth prospects may be materially and adversely affected; (ii) if we are unable to respond
effectively to changes in market trends and customer preferences, our market share and result
of operations could be adversely affected; (iii) we depend on the impact of our “EHitH 4"
(LAOPU GOLD) brand, and any deterioration in our brand could have an adverse effect on our
sales, profitability and the implementation of our growth strategy; (iv) we outsourced the
production of certain products to external producers. Our brand image and business may be
negatively affected by the failure of our contracted external producers to deliver products that
meet our quality standards to us on time; (v) we procure raw materials from a limited number
of suppliers. Particularly, we had material reliance on a sole supplier during the Track Record
Period. We may not be able to secure a stable supply of qualified raw materials at all times and
on commercially acceptable terms or at all; (vi) failure to recover a significant portion of our
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trade receivables in a timely manner may have a materially adverse effect on our business and
financial results; and (vii) failure to maintain optimal inventory levels, ensure the security or
manage the impairment risk of our inventory could have a material adverse effect on our
business, financial condition and results of operations.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE
Business Expansion

After the Track Record Period and up to the Latest Practical Date, we opened two new
boutiques in Beijing and Hong Kong, respectively. There was no material adverse change in
our business operation and financial performance subsequent to the Track Record Period and
up to the Latest Practical Date. For details of our expansion plan, see “Business — Product
Sales — Our Boutiques — Our Boutique Network and Strategy,” “Risk Factors — Risks
Relating to Our Financial Position — We expect to incur additional capital expenditure and
increase in depreciation and amortization expenses associated with the expansion of our
boutique network,” and “Future Plans and [REDACTED]” in this document.

No Material Adverse Change

Our Directors confirm that there has been no material adverse change in our business,
financial condition and results of operations since December 31, 2023, being the latest balance
sheet date of our consolidated financial statements as set out in the Accountants’ Report
included in Appendix I to this document, and up to the date of this document.

CSRC Filing

According to the Trial Administrative Measures of Overseas Securities Offering and
Listing by Domestic Companies ( (HiAARZESAMEITRE M E T B HEATHHE) ), which
was promulgated by the China Securities Regulatory Commission on 17 February 2023 and
executed on 31 March 2023, domestic companies issuing and listing overseas shall, in
accordance with these Measures, file with the CSRC, submit filing reports, legal opinions and
other relevant materials, and truthfully, accurately and completely explain the shareholder
information. Where a domestic companies issues and listings overseas, the issuer shall directly
file with the CSRC.

We have submitted a filing to the CSRC to apply for the [REDACTED] and the
conversion of Unlisted Shares into H Shares and [REDACTED] of our H Shares on the Stock
Exchange on November 14, 2023 and the CSRC accepted the filing on December 1, 2023. The
CSRC published the notification on completion of filing procedures on March 25, 2024. No
other approvals from the CSRC are required to be obtained for the [REDACTED] of the H
shares on the Stock Exchange.

IMPACT OF THE COVID-19 PANDEMIC

Since the end of December 2019, the outbreak of the COVID-19 pandemic has materially
and adversely affected the global economy. Governments around the world implemented strict
measures to control the outbreak of the pandemic, including school and business closures,
travel restrictions, border controls and workplace shutdowns. On account of the restrictions
imposed, traditional sales channels, such as offline stores, were temporarily closed. According
to Frost & Sullivan, the outbreak of the COVID-19 pandemic and the relevant subsequent
control measures have influenced the offline sales growth and luxury fashion purchases since
2020. As a majority of our revenue was derived from offline sales of gold jewelry products, our
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sales performance and business operations were also impacted by the COVID-19 pandemic,
though our revenue continued to grow during the Track Record Period. According to Frost &
Sullivan, it is not uncommon for industry peers to undergo such an adverse impact due to the
COVID-19 pandemic.

The COVID-19 pandemic resulted in the closure of one boutique during the Track Record
Period. In February 2021, we closed Hong Kong Harbor City Boutique (Fisi#sIk)5) after
considering the then unfavorable market conditions under the influence of the COVID-19
pandemic. It achieved initial breakeven for a period of approximately two months since its
establishment in June 2018, and generated operating profits in each of 2018 and 2019.
However, it recorded operating loss in 2020 and 2021 as impacted by the COVID-19 pandemic.

Control measures such as lockdowns and travel restrictions also resulted in the temporary
closure of our offline stores. In 2022, most of our boutiques experienced temporary closure.
Specifically, for the 28 boutiques that had opened in 2022, 19 boutiques were temporarily
closed for a period of 23.2 days on average, ranging from three days to 75 days. Our same-store
sales were also affected by the COVID-19 pandemic. For 2021 and 2022, we had 18 same
stores, whose sales decreased by 17.6% from RMB1,107.3 million in 2021 to RMB911.9
million in 2022, mainly as a result of the temporary closure of our boutiques. Specifically, in
2022, 16 of the 18 same stores were temporarily closed for a period ranging from three days
to 42 days under the COVID-19 pandemic.

During the Track Record Period, certain of our boutiques incurred net operating losses
during their respective operation under the influence of the COVID-19 pandemic. Among our
34 boutiques that have been in operation during the Track Record Period, we had five, three,
and one loss-making boutique(s) in 2021, 2022, and 2023, respectively. Net operating losses
incurred by our loss-making boutiques amounted to approximately RMBS5.2 million, RMB4.6
million, and RMBO.1 million for the same corresponding years, primarily due to the adverse
effects of the COVID-19 pandemic from 2021 to 2022, which was substantially eliminated in
2023.

During the Track Record Period, our production activities and supply chain were not
materially and adversely affected by the outbreak of the COVID-19 pandemic, but were
slightly impacted in 2022. Our actual production volume slightly decreased in 2022 as
impacted by the COVID-19 pandemic, which resulted in a slight decrease in our utilization rate
in the same year. We did not experience any material shortage or delay in our raw material
supplies on account of the COVID-19 pandemic during the Track Record Period.

In line with government guidelines, we implemented precautionary measures to maintain
a hygienic environment for our employees and customers. These measures include (i)
purchasing and distributing masks, gloves, hand sanitizers and other cleaning supplies, (ii)
disinfecting our boutiques, offices and warehouses, and (iii) requiring our employees to take
preventive isolation measures as the case may be.

Since December 2022, the restrictive measures had been gradually eased. As of the Latest
Practicable Date, all of our boutiques resumed normal operations. Although our revenue
continued to grow during the Track Record Period and we had recovered from the impact of
the COVID-19 pandemic since 2023, we may face various risks related to health pandemics
and other natural disasters in the future. For details, see “Risk Factors — Risks Relating to Our
Business and Industry — Any catastrophe could severely disrupt our business operations” in
this document.
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In this document, unless the context otherwise requires, the following terms and
expressions shall have the meanings set out below.

“affiliate(s)”

“AFRC”

“Articles” or “Articles of

Association”

“associate(s)”

“Board” or “Board of Directors”

“Business Day”

“CAGR”

“China” or “the PRC”

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

Accounting and Financial Reporting Council of Hong
Kong

the articles of association to be adopted by our Company
with effect upon [REDACTED] (as amended from time
to time), a summary of which is set out in Appendix VI
to this document

has the meaning ascribed thereto under the Listing Rules

the board of Directors

[REDACTED]

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

compound annual growth rate

[REDACTED]
the People’s Republic of China excluding, for the
purposes of this document, Hong Kong, the Macau

Special Administrative Region of the People’s Republic
of China and Taiwan
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“China Gold Association”

“close associate(s)”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company” or “our Company”

“connected person(s)”

“Controlling Shareholder(s)”

“core connected person(s)”

“CSRC”

“Director(s)”

“DT51”

a nationwide not-for-profit organization dedicated to gold
industry mechanism establishment, approved and
registered by the Ministry of Civil Affairs of the People’s
Republic of China and the former State Economic and
Trade Commission in November 2001 in accordance with
the Proposal for Reforming the State Gold Management
System defined by the State Council

has the meaning ascribed thereto under the Listing Rules

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

Laopu Gold Co., Ltd. (Z#i#&RMAA R A, a limited
liability company incorporated in the PRC on December
5, 2016 which was converted into a joint stock company
with limited liability on November 25, 2019

has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, refers to Mr. Xu,
Mr. Xu Dongbo, Honggiao Jinji and Tianjin Jincheng for
further details of which, please refer to the section
headed “Relationship with our Controlling Shareholders”
in this document

has the meaning ascribed thereto under the Listing Rules

China Securities Regulatory Commission (H Bl 75 73 B &
EHEHE)

the director(s) of our Company

a high-end shopping mall opened in January 2023 in
Beijing under Beijing Hualian Group Investment Holding

Co., Ltd. (bt E A EERARAR]) (BHG)
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“effective tax rate”

“Extreme Conditions’

“Frost & Sullivan”

)

“Frost & Sullivan Report”

“General Rules of
[REDACTED]”

“Golden Treasury”

G

“Group”, “our Group

13

we”’, or “us”

“H Share(s)”

LR INT3 t3]

, “our”,

the rate equal to income tax expense divided by profit
before tax

extreme conditions caused by a super typhoon as
announced by the government of Hong Kong

[REDACTED]

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

independent market research and consulting company

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

General Rules of [REDACTED] published by the Stock

Exchange and as amended from time to time

[REDACTED]

Beijing Golden Treasury Cultural Communication Co.,
Ltd. (bt & 8 m UL ERE A R/ ), (formerly known
as Beijing Golden Treasury Travel Cultural
Communication Co., Ltd. (jhﬁéﬁgﬁﬁﬁﬁiﬂt%%;ﬁ
FRZyF])) a limited liability company established on June
28, 2004 which was ultimately controlled by Mr. Xu and
was de-registered on May 31, 2022

the Company and all of its subsidiaries, or any one of
them as the context may require

Shares which an [REDACTED] has been made for
[REDACTED] and permission to [REDACTED] on the
Hong Kong Stock Exchange with nominal value of
RMB1.00 each
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[REDACTED]

“HKFRS” Hong Kong Financial Reporting Standard

[REDACTED]

“Hong Kong” or “HK” the Hong Kong Special Administrative Region of the
PRC

“Hong Kong dollars” or “HK$” Hong Kong dollars and cents respectively, the lawful
currency of Hong Kong

“Hong Kong Laopu” LAO PU (HONG KONG) COMPANY LIMITED (&#ii#t
E(EW)APRATA]), a limited company incorporated in
Hong Kong on January 2, 2018 and one of our wholly-
owned subsidiaries
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“Hong Kong Stock Exchange” or
“Stock Exchange”

“Honggqiao Jinji”

“IFRS ”

“Independent Third Party(ies)”

[REDACTED]

The Stock Exchange of Hong Kong Limited, a wholly
owned subsidiary of Hong Kong Exchanges and Clearing
Limited

[REDACTED]

Beijing Honggiao Jinji Consulting Co., Ltd. (AL ALE &
FREAEMABR/A ), a limited liability company
incorporated in the PRC on July 5, 2017 and one of our
Controlling Shareholders

International Financial Reporting Standards, amendments
and interpretations issued by the IASB

any person(s) or entity(ies) who is not a connected person
of the Company within the meaning of the Listing Rules

[REDACTED]
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“Latest Practicable Date”

“Listing Committee”

“Listing Rules” or “Hong Kong
Listing Rules”

“Macau”

[REDACTED]

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

[REDACTED]

the listing committee of the Hong Kong Stock Exchange

[REDACTED]

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)

the Macau Special Administrative Region of the PRC
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“Macau Laopu”

“Main Board”

“MiXC”

“MOF”

“MOFCOM”

“Mr. Xu”

“Mr. Xu Dongbo”

“NDRC”

“NIPA”

“NPC”

LAO PU GOLD COMPANY LIMITED (3 & # 4 (IR )
— ANA MR/ HE]), a limited liability company incorporated
in Macau on September 17, 2019 and one of our
wholly-owned subsidiaries

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

[REDACTED]

a high-end shopping mall under China Resources
(Holdings) Company Limited (FE(EEB)ARATF]),
with a geographic layout covering over 30 cities in
China.

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

Ministry of Commerce of the PRC (H'3 A [ 2 o 15
)

Mr. XU Gaoming (#=8), our executive Director and
one of our Controlling Shareholders

Mr. XU Dongbo (fR3i), one of our Controlling
Shareholders, the son of Mr. Xu

the National Development and Reform Commission of

the PRC (Hh3E A R ILHN B0 5 85 ANk 4 2% B )

the National Intellectual Property Administration of the

PRC (32 A R A0 [ o8] 52 0 5 HEE Sy )

the National People’s Congress of the PRC (H#E A L%
G EST PN N =)
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“PBOC”

“PRC Company Law”

“PRC Government”

“PRC Legal Advisors”

[REDACTED]

the People’s Bank of China (HFE] AR %$R1T), the central
bank of the PRC

the Company Law of the People’s Republic of China ("
#E N RILFE A F]¥%), as amended, supplemented or
otherwise modified from time to time

the central government of the PRC and all governmental
subdivisions (including provincial, municipal and other
regional or local government entities) and
instrumentalities thereof or, where the context requires,
any of them

Global Law Office, our PRC legal advisors
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DEFINITIONS

“[REDACTED] Investment(s)”

“[REDACTED] Investors”

“Regulation S”

“RMB” or “Renminbi”

“SAFE”

“SAT”

“Securities and Futures

Commission” or “SFC”

“Securities Law”

“SFO”

the investment(s) in our Company undertaken by the
[REDACTED] Investors prior to the [REDACTED], the
details of which are set out in “History, Development and
Corporate Structure” in this document

the investors in our Company prior to the [REDACTED]
as named in “History, Development and Corporate

Structure — [REDACTED] Investments — Information
About the [REDACTED] Investors” in this document

[REDACTED]

Regulation S under the U.S. Securities Act

[REDACTED]

Renminbi, the lawful currency of the PRC

the State Administration of Foreign Exchange of the PRC
G NS N e

the State Administration of Taxation of the PRC (FF# A
B LA [ A 5 A ) )

the Securities and Futures Commission of Hong Kong
the Securities Law of the PRC (3 A B LA B 35 7577%),
as amended, supplemented or otherwise modified from
time to time

the Securities and Futures Ordinance (Chapter 571 of the

Laws of Hong Kong), as amended, supplemented or
otherwise modified from time to time
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“Shanghai Gold Exchange”

“Share(s)”

“Shareholder(s)”

“SKP”

“Sole Sponsor”

“State Council”

)

“Stationery Culture’

“subsidiary(ies)”

“substantial shareholder(s)”

“Supervisor(s)”

“Supervisory Committee”

“Takeovers Code”

a premier state-level market in China dedicated to gold
trading, established by the People’s Bank of China with
approval from the State Council and officially launched
in October 2002

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

holder(s) of the Share(s)

a high-end shopping mall under BHG, with Beijing SKP,
Xi’an SKP, and Chengdu SKP in its network.

the sole sponsor of the [REDACTED] of the H Shares on

the Hong Kong Stock Exchange as named in “Directors,
Supervisors and Parties Involved in the [REDACTED]”

[REDACTED]

the State Council of the PRC (H 3 A R 30 B B %5 ¢ )
Beijing Stationery Culture Development Co., Ltd. (4t
A AL AR/ F]), a limited liability company
established on July 24, 2012 which was owned as to 70%
by Mr. Xu and 30% by Mr. Xu Dongbo

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

the supervisory committee of our Company

the Code on Takeovers and Mergers and Share Buybacks

published by the SFC (as amended, supplemented or
otherwise modified from time to time)

— 32 _



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

DEFINITIONS

“Tianjin Jincheng”

“Tianjin Jindi”

“Tianjin Jinji

“Tianjin Jinli”

“Tianjin Jinyong”

“Track Record Period”

“United States” or “U.S.”

Tianjin Jincheng Enterprise Management Consulting L.P.
(Limited Partnership) (KGR AREE M AP E
(ABEE%)), a stock incentive platform established in the
PRC which is controlled by Hongqiao Jinji as the general
partner and one of our Controlling Shareholders

Tianjin Jindi Enterprise Management Consulting L.P.
(Limited Partnership) (REEWHEETHEN A B A
(A FRE%)), a stock incentive platform established in the
PRC which is controlled by WANG Jianming (F&H),
the audit manager of Stationery Culture, as the general
partner

Tianjin Jinji Enterprise Management Consulting L.P.
(Limited Partnership) (KBRS EE A G BAAE
(AFR4E%)), a stock incentive platform established in the
PRC which is controlled by LIU Qiong (#/¥), our
customer service director, as the general partner

Tianjin Jinli Enterprise Management Consulting L.P.
(Limited Partnership) (KE&H MEEHFEN B
(ABRE%)), a stock incentive platform established in the
PRC which is controlled by LIU Zhi (#|7), our finance

manager, as the general partner

Tianjin Jinyong Enterprise Management Consulting L.P.
(Limited Partnership) (K4 wkdb 8 M S B AE
(ABRE%)), a stock incentive platform established in the
PRC which is controlled by MA Le (F54%), our senior
manager of supply chain management, as the general
partner

the three financial years ended December 31, 2021, 2022

and 2023

[REDACTED]

the United States of America, its territories, its
possessions and all areas subject to its jurisdiction
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“Unlisted Shares” unlisted ordinary Share(s) issued by our Company, with a
nominal value of RMB1.00 each, which is/are not listed

or traded on any stock exchange

“U.S. dollars”, “US$” or “USD” United States dollars, the lawful currency of the United
States

“U.S. Securities Act” the U.S. Securities Act of 1933, as amended,
supplemented or otherwise modified from time to time,

and the rules and regulations promulgated thereunder

[REDACTED]

“Yueyang Laopu” Yueyang Laopu Gold Filigree Craft Co., Ltd. (P& 5
WA TEARAH), a limited liability company
incorporated in the PRC on March 28, 2018 and one of

our wholly-owned subsidiaries
“%” per cent
For ease of reference, the names of PRC laws and regulations, governmental authorities,
institutions, nature persons or other entities (including our subsidiaries) have been included in

this document in both the Chinese and English languages and in the event of any inconsistency,
the Chinese versions shall prevail.
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GLOSSARY OF TECHNICAL TERMS

In this document, unless the context otherwise requires, explanations and definitions
of certain terms used in this document in connection with our Group and our business shall
have the meanings set out below. The terms and their meanings may not always correspond
to standard industry meaning or usage of these terms.

“Au”

“Au9999”

“breakeven”

“carving/engraving (Z%()”

“cash investment payback period”

“concession (B

“customer relationship
management (CRM) system”

“enamel glaze (FAHFH)”

“filigree ({L4%)”

“filigree inlay (1E#45EH%)”

the symbol for the chemical element of gold

refers to fine gold with gold content of 99.99% or above,
which is a common standard for denoting gold purity
adopted by the Shanghai Gold Exchange

the first month for the revenue of a newly opened
boutique to at least equal its costs and expenses

a technique of using designed specific tools to carve
different patterns on the surface of an object

the amount of time it takes for the accumulated operating
profit from a boutique to cover the initial investment

a common commercial arrangement between a shopping
mall and the stores located therein, where the shopping
mall (instead of the stores by themselves) will collect the
sales proceeds of the stores and invoice end customers,
and settle with the stores later in an agreed period

a system which enables a business to administer its
interactions with customers by using data analysis to
study large amounts of customer information

a decorative coloring coating material made from various
minerals

a technique of drawing gold into delicate threads and
fashioning them into different shapes

a traditional gold crafting technique that combines
filigree technique and inlay technique. It was approved
by the State Council of the People’s Republic of China to
be included in the national intangible cultural heritage
list in 2008

35—



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

GLOSSARY OF TECHNICAL TERMS

“free forging (1#/i)”

“gem-set jewelry”

“gemstone”

“gold and silver inlay

(E#REH”

“hammering (§E45)”

“heat treatment of enamels

()

“heritage gold (it 4r)
jewelry”

“inlay (#Eix)”

“investment casting (JSUEALHY)”

“K”

a technique of shaping gold and silver using special tools
to directly knock the gold or silver pieces into different
shapes by hand

jewelries with diamonds or other gemstones inlaid

mineral crystals of aesthetics value, often used to make
jewelry or ornament, among which diamond is a special
kind of gemstone formed only from one single element of

carbon, in comparison with other gemstones

a traditional technique of embedding threads of gold and
silver to make decorative patterns on the surface of an
object. It was approved by the State Council of the
People’s Republic of China to be included in the national
intangible cultural heritage list in 2014

a technique of beating gold with a hammer to make it
extend and expand to a variety of shapes

a decorative process that entails the application of
colored enamel glaze onto the surface of gold products,
which results in a vibrant and multi-hued appearance

a type of pure gold jewelry that combines modern designs
and classic Chinese culture, features matte (M%), sandy
(E#) or other texture of ancient royal jewelry, and
applies at least two Chinese traditional handmade gold
crafting techniques as specified in the group standards
published by the China Gold Association

a decorative method wherein diamonds or other
gemstones are seamlessly integrated into gold or other

alloys

the process of using wax to create the casting model and
then utilizing the model to create the object through

pouring molten metal into it

a fractional measure of purity for gold alloys, in parts
fine per 24 parts whole. Under the K measurement, the
higher the K value, the higher the purity of gold, with 1K
represents a purity level of 4.167% and 24K represents a
theoretical purity level of 100%
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“K gold”

“new tier-one cities”

“pure gold”

“revenue/sales per sq.m.”

“sand hole repair and polishing

(OIS 4T )

“tier-one cities”

“wax ejecting (ML HAE)”

a common term, typically refers to a type of non-pure
gold with a K measurement of 22K (91.6%), 18K
(75.0%), or even lower

Chengdu, Chongqing, Hangzhou, Wuhan, Suzhou, Xi’an,
Nanjing, Changsha, Tianjin, Zhengzhou, Dongguan,
Qingdao, Kunming, Ningbo and Hefei according to the
Ranking of Cities’ Business Attractiveness in China 2023
( 20234 ZEME JJPEATH%) ) released by the New
Tier One Cities Institute of YiMagazine ( (55— %8 JE
T B — BRI BT A

refers to fine gold with gold content of 99.0% or above,
according to the PRC National Standard No. GB11887

refers to the amount of revenue/sales generated per
square meter of retail space, a metric commonly used by
retail companies to determine the sales efficiency and
calculated by dividing the amount of revenue/sales
generated over a defined period with the amount of retail

space used by a company

the process of repairing minor surface imperfections in
the gold item by welding, followed by polishing and
refining the surface using tools like sandpaper and files

Beijing, Shanghai, Guangzhou and Shenzhen according
to the Ranking of Cities’ Business Attractiveness in
China 2023 ( 20234 B ZE0E J1 PEA1TH%) ) released by
the New Tier One Cities Institute of YiMagazine ( {&f—
SAREJE ) B — BRIk 2 i)

the process of creating wax pieces based on design
blueprints and casting requirements
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FORWARD-LOOKING STATEMENTS

This document contains certain forward-looking statements relating to our plans,
objectives, beliefs, expectations, predictions and intentions, which are not historical facts and
may not represent our overall performance for the periods of time to which such statements
relate. 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 document. You are strongly cautioned that reliance
on any forward-looking statements involves known and unknown risks and uncertainties. The
risks, uncertainties and other factors facing our Company which could affect the accuracy of

forward-looking statements include, but are not limited to, the following:

o our future business development, financial condition and results of operations;

. our business strategies and plans to achieve these strategies;

. our ability to identify and satisfy user demands and preferences;

. our ability to maintain good relationships with business partners;

. general economic, political and business conditions in the industries and markets in

which we operate;

. relevant government policies and regulations relating to our industry, business and

corporate structure;

. the actions and developments of our competitors; and

. all other risk and uncertainties described in the section headed “Risk Factors” in this
document.

TP 9 EE T3 9

In some cases, we use the words “aim,” “anticipate,” “believe,” “can,” “continue,”

“could,” “estimate,” “expect,” “going forward,” “intend,” “ought to,” “may,” “might,” “

99 ¢

plan,”
“potential,” “predict,” “project,” “seek,” “should,” “will,” “would” and similar expressions to
identify forward-looking statements. In particular, we use these forward-looking statements in
the “Business” and “Financial Information” sections of this document in relation to future
events, our future financial, business or other performance and development, the future
development of our industry and the future development of the general economy of our key

markets.

— 38 —



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

FORWARD-LOOKING STATEMENTS

The forward-looking statements are based on our current plans and estimates and speak
only as of the date they were made. We undertake no obligation to update or revise any
forward-looking statements in light of new information, future events or otherwise. Forward-
looking statements involve inherent risks and uncertainties and are subject to assumptions,
some of which are beyond our control. We caution you that a number of important factors could
cause actual outcomes to differ, or to differ materially, from those expressed in any
forward-looking statements.

Our Directors confirm that the forward-looking statements are made after reasonable care
and due consideration. Nonetheless, due to the risks, uncertainties and assumptions, the
forward-looking events and circumstances discussed in this document might not occur in the
way we expect, or at all.

Accordingly, you should not place undue reliance on any forward-looking statements in

this document. All forward-looking statements contained in this document are qualified by
reference to this cautionary statement.
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RISK FACTORS

You should carefully consider all of the information in this document, including the
risks and uncertainties described below, before making an [REDACTED] in our H
Shares. The following is a description of what we consider to be our material risks. Any
of the following risks could have a material adverse effect on our business, financial
condition and results of operations. In any such case, the [REDACTED] of our H Shares
could decline, and you may lose all or part of your [REDACTED].

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 ‘“‘Forward-looking

Statements” in this document.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We operate in a highly competitive industry and if we are unable to compete effectively,
our sales, profitability and growth prospects may be materially and adversely affected.

The jewelry industry is highly competitive, and we face competition at an international,
regional and national level. The jewelry market is characterized by the presence of
well-established brands recognized for offering original and trendy designs and high-quality
products with distinctive brand characteristics. Jewelry brands compete mainly on the basis of
their brand image, the popularity and quality of their products, their sales network, the success
of their marketing efforts and the quality of their customer service. Our competitors may have
greater brand recognition or financial resources than we do, and they may be able to respond
more quickly than we can to emerging market trends. In addition, there is a recent trend that
certain wholesalers for gold and jewelry products begin to offer services to individual
consumers. Such wholesalers may appeal to price-sensitive consumers due to their smaller

price premium.

Competition in our market could cause us to increase capital investment, increase
marketing and other expenditures or prevent us from increasing prices to recover higher costs,
thereby causing us to reduce margins or lose market share. If we fail to compete effectively
against our competitors, our business, results of operations, financial condition and growth

prospects may be materially and adversely affected.

If we are unable to respond effectively to changes in market trends and customer
preferences, our market share and result of operations could be adversely affected.

The success of our business is dependent on our ability to identify market trends and
customer preferences, and then to design and bring to market in a timely manner products that
satisfy the current preferences of a broad range of customers, by either enhancing existing
products or developing new product offerings. However, customer preferences may shift over
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time in response to changing aesthetics and economic circumstances. If we fail to anticipate or
respond to changes in customer preferences or fail to bring to market in a timely manner
products that satisfy new preferences, our market share and our sales and profitability could be
adversely affected.

We depend on the impact of our “E#HZES” (LAOPU GOLD) brand, and any
deterioration in our brand could have an adverse effect on our sales, profitability and the
implementation of our growth strategy.

We consider our “##i# 4> (LAOPU GOLD) brand to be one of our most important
assets. Our sales of jewelry products rely on the strength of our brand. The strength of our
brand is based on our reputation for providing authentic and high quality products with
superior craftsmanship, complemented by consistent customer service across all of our
boutiques. Our image is also built on our ability to control the perception of our brand, our
product designs, the materials used to make our products, the presentation and quality of our
products, the image of the boutiques in which our products are sold and the effectiveness of
our brand messaging.

Failure to manage any of the above factors or the failure of our promotion and other
activities to distinguish and further strengthen our brand could adversely affect the value and
perception of our brand and image, as well as our ability to maintain existing or attract new
customers. In addition, our reputation and image may be negatively affected by certain factors
which are beyond our control. For example, although we have never entered into any
arrangement with any KOLs or fashion buyers to purchase our products and then resell them
to other customers, we notice that the purchase amount and frequency from certain of our
customers were higher than that of other customers, which may indicate that such buyers are
not making the purchases purely for themselves. See “Business — Our Customers and
Suppliers — Our Customers” in this document. The subsequent sales of such buyers, if any, are
totally beyond our control, and there is no guarantee that they will not resell our products with
defects caused by them or replace our products with counterfeit ones, which may deteriorate
our image and reputation among customers. Should our brand or image deteriorate, we may not
be able to maintain our current prices and/or sales volumes or introduce new products or enter
new markets, which may materially and adversely affect our business, results of operations,
financial condition and our growth strategies.

We outsourced the production of certain products to external producers and relied on
external manufacturers to secure the supply of our products when our in-house
production capacity is insufficient. Qur brand image and business may be negatively
affected by our failure to maintain relationships with our external producers as well as the
failure of our contracted external producers to deliver products that meet our quality
standards to us on time.

During the Track Record Period, we outsourced the manufacturing of our certain jewelry
products to external producers. In 2021, 2022 and 2023, our outsourcing processing fees were
approximately RMB17.2 million, RMB15.2 million and RMB42.1 million, respectively,
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representing 2.3%, 2.0% and 2.3% of our total cost of sales in the corresponding year. In 2021,
2022, and 2023, production volume from outsourcing production accounted for 36%, 32%, and
41%, of our total production volume, respectively. See “Business — Procurement and
Production — Production — Outsourced Production” in this document. When there is a
significant increase in market demand for our products while the utilization rate of our in-house
production facility is close to or even exceeds 100%, we need to involve external
manufacturers to ensure timely delivery of products to some extent. However, there is no
assurance that we will be able to maintain the relationships with our external manufacturers.
In the event that our external manufacturers terminate their business relationship with us, we
may be unable to find qualified external manufacturers on a timely basis and on commercially
acceptable terms, and our business, financial conditions and results of operations may be
adversely affected.

Although we have set strict quality standards for our external procedures, as we have
limited control over the operations of them, we cannot ensure that they will adhere to our
quality control policies and guidelines at all times. Any defect in, or any failure to adhere to
quality standards with respect to, the products manufactured by our external procedures could
subject us to liability or damage our reputation and reduce the demand for the products we sell.

In addition, the ability of our external producers to deliver the products we order on time
can be negatively affected by various factors including, among others, (i) significant shortage
in manpower, (ii) significant unscheduled downtime at their facilities due to equipment
breakdowns, power failures, weather conditions and so forth; (iii) being requested by relevant
authorities to suspend production for rectification due to violation of labor, environmental
protection, fire prevention or other laws and regulations; and (iv) delays in delivery due to
transportation shortages, work stoppages, infrastructure congestion or natural disasters. The
failure of our external producers to deliver the products we order on time, or at all, may have
a material and adverse effect on our ability to complete production schedules on time and
maintain adequate inventories.

Furthermore, we cannot assure you that our external procedures will fully comply with
the applicable laws and regulations, such as labor and environmental laws. If there is any
negative publicity regarding such non-compliance, our brand image may be damaged.

We procure raw materials from a limited number of suppliers. Particularly, we had
material reliance on a sole supplier during the Track Record Period. We may not be able
to secure a stable supply of qualified raw materials at all times and on commercially
acceptable terms or at all.

During the Track Record Period, we had material reliance on our major suppliers,
especially our largest supplier in each year during the Track Record Period, for raw materials.
The aggregate purchases from our five largest suppliers in each year during the Track Record
Period was RMB772.1 million, RMB704.5 million and RMB2,144.5 million, accounting for
approximately 95.1%, 93.3% and 95.0% of our total purchases for the respective periods. Our
purchase from the largest supplier in each year during the Track Record Period amounted to
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RMB605.9 million, RMB633.8 million and RMB1,826.0 million, accounting for approximately
74.7%, 84.0% and 80.9% of our total purchases for the respective year. There is no assurance
that we will be able to continue to source sufficient and high-quality supply of raw materials
from any of our major suppliers. In the event that any of our major suppliers, especially our
largest supplier in each year during the Track Record Period, fails to meet our purchase orders
on a timely manner or fails to offer us commercially acceptable terms or fails to supply us with
materials of the quality and quantity that we require or terminates their business relationship
with us, we may be unable to source sufficient raw materials from comparable alternative
suppliers on a timely basis and on commercially acceptable terms or at all, and our business,

financial conditions and results of operations may be adversely affected.

Our brand and products may be subject to counterfeiting, imitation or infringement by
third parties, which may lead to loss in consumer confidence and materially and adversely
affect our brand reputation.

We rely on intellectual property laws in the PRC and other jurisdictions to protect our
brand and trademarks. We may be subject to counterfeiting and imitation by external parties
that manufactured and marketed their products under “copycat” brand names and trademarks
that closely resembled ours. While we take steps to protect our intellectual property rights, we
cannot assure you that such counterfeiting or imitation will not occur in the future or, if it does
occur, that we will be able to detect or address the problem effectively or quickly. See
“Business — Intellectual Property” in this document. Any occurrence of counterfeiting or
imitation of our products or other breaches of our intellectual property rights could adversely
affect our reputation and brand name and lead to a loss of consumer confidence in our brand.
For example, if the details of our designs were inappropriately obtained or leaked prior to our
product launch, it is likely that copycat products would be marketed prior to our official
product launch, which could materially and adversely affect our brand name, sales and
profitability.

Any litigation to prosecute infringements upon our rights and products will be expensive
and will divert our management’s attention as well as other resources away from our business.
We may have to bear the costs arising from such litigation to the extent we are unable to
recover them from the relevant parties. Moreover, if there are any concerns about the quality
of the counterfeit products and consumers are not fully able to distinguish such counterfeit
products from our products, our reputation and brand value may be impaired. As a result, our
business, financial condition, results of operations and prospects may be materially and
adversely affected.

Fluctuations in prices, or any unavailability, of the raw materials that we use in our
products may materially and adversely affect our business, results of operations or
financial condition.

Our purchases of raw materials represent the largest component of our cost of sales, and
significant fluctuations in the prices of raw materials, which primarily include gold, can have
a significant effect on our business, results of operations and financial condition.
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Gold prices may be affected by a number of factors, such as (i) industrial and jewelry
demand, (ii) lending, sales and purchases of gold by government agencies (including central
banks) and multilateral institutions that hold gold, and other proprietary trading and (iii) sales
of recycled gold, levels of gold production, production costs and supply disruptions in major
gold-producing nations, such as South Africa, the United States and Australia. Gold prices may
also be affected by factors resulting from how gold markets are structured, such as
non-concurrent trading hours of gold markets and, at times, rapid short-term changes in supply
and demand because of speculative trading activities. Other factors affecting the price of gold
include the structure of, and confidence in, the global monetary system, expectations of the rate
of inflation, the relative strength of, and confidence in, the US dollar (the currency in which
the price of gold is generally quoted), interest rates, gold borrowing and lending rates, and
global or regional economic, political, regulatory, judicial or other events, as well as wars and
other upheavals. In addition, we are susceptible to the fluctuations in gold prices, as we do not
have any hedging instruments to manage such fluctuations.

We use diamonds in our jewelry production and a majority of the world’s supply of rough
diamonds is controlled by a limited number of diamond mining firms. Any decisions made by
this limited number of diamond mining firms to restrict the supply of rough diamonds could
substantially impair our ability to source diamonds at commercially acceptable prices, if at all.

While a significant percentage of our raw materials are commodities, which are
obtainable through a variety of sources, if the (i) availability of, (ii) our access to, or (iii) the
cost of purchasing certain raw materials that we need for our products is adversely affected (for
example, due to a decrease in the number of suppliers of such raw materials, or a reduction in
the overall availability of such raw materials — whether due to a lack of supply, the loss of
a supply contract, increased demand from our competitors or fluctuations in world market
prices), we may have to pay more for, or may be unable to source, these raw materials.

Failure to maintain optimal inventory levels, ensure the security or manage the
impairment risk of our inventory could have a material adverse effect on our business,
financial condition and results of operations.

Maintaining optimal inventory levels is critical to the success of our business. As of
December 31, 2021, 2022 and 2023, the balance of our inventories was RMB770.3 million,
RMBS806.8 million and RMB1,267.9 million, respectively. In 2021, 2022 and 2023, our
inventory turnover days were 357 days, 383 days and 205 days, respectively. See “Financial
Information — Discussion of Selected Items From Consolidated Statements of Financial
Position — Inventories” in this document. We are exposed to inventory risks as a result of a
variety of factors which are beyond our control, including delay or disruption in the supply by
our suppliers, changing consumption trends and customer preferences and launches of
competing products. Moreover, for stocking purposes we generally estimate demand for the
products we sell ahead of the actual time of sale. We cannot assure you that we can accurately
predict these trends and events and maintain adequate levels of inventory at all times. Any
unexpected decrease in the market demand for the products we sell could lead to excessive
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inventory, which may adversely affect our financial condition and results of operations. On the
other hand, insufficient inventory level may cause us to lose sales to our competitors and our
results of operations may also be adversely affected accordingly.

We are also subject to certain risks related to product warehousing. Accidents such as
theft, fire, explosion, smoke, water damage and weather damages may cause damage to the
products we store in our warehouse and adversely affect our ability to supply products to our
boutiques on time. The occurrence of any of these accidents could also require us to make
significant unanticipated expenses and delay our delivery of products. Lost sales or increased
costs that we may incur due to such disruption of operations and delay in product delivery may
not be recoverable under our existing insurance policies, and prolonged business disruptions
could result in a loss of our customers. If any one or more of the above risks were to occur,
our market reputation, business, financial condition and results of operations may be adversely
affected.

Furthermore, due to the expansion of our business, our inventory may further increase in
the future. If the market price of gold and other raw materials declines significantly, we will
be exposed to the risk of inventory impairment, which may have an adverse impact on our
financial condition and results of operation.

Any quality issue related to our products could result in a loss of customers and sales.

The success of our business depends on our ability to consistently deliver high-quality
products. Maintaining consistent product quality depends on a variety of factors, including
quality design and craftsmanship, the procurement and use of quality raw materials and the
effectiveness of our quality control systems. The effectiveness of our quality control systems
depends on several factors, including the design of our quality control systems and our ability
to ensure that our employees adhere to our quality control policies and guidelines. Although we
implement quality control standards and measures throughout our entire manufacturing
process, we cannot assure you that our quality control systems will prove to be effective at all
times, or that we can identify any defects in our quality control systems in a timely manner.
See “Business — Procurement and Production — Quality Control and Assurance” in this
document. If the quality of any of our products deteriorates for any reason, or if the consumers
do not perceive our products to be in line with their expectations, we may be faced with returns

or customer complaints which could result in a loss of customers and sales.

We may experience increases in labor costs, shortage of labor or deterioration in labor
relations.

Our staff costs, which are allocated among our selling and distribution expenses,
administrative expenses and research and development expenses, amounted to RMB156.3
million, RMB177.7 million and RMB264.9 million in 2021, 2022 and 2023, respectively.
Labor cost increases may cause our production costs to increase, and we may not be able to
pass on such increase to our customers.
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Since our products feature traditional handmade gold craftsmanship, our production
capacity is primarily determined by the production manpower of our factory. We cannot assure
you that we will not experience any shortage of labor. If we cannot retain sufficient skilled
labor or fail to find replacement for relevant positions with comparable experiences at similar
wages, costs incurred for our operation may increase as a result of increase of our salary
payment, training cost for newly joined employees and shortage in labor may also affect our
product quality, which will have an adverse impact on our business, financial conditions and
results of operations.

We seek to maintain favorable labor relations with our employees as we believe that our
long-term growth depends on the expertise, experience, and development of our employees.
See “Business — Employees” in this document. We cannot assure you that we will not have
any labor disputes in the future. Any deterioration of our labor relations could result in
disputes, strikes, claims, legal proceedings and reputational damage, labor shortages that
disrupt our business operations, as well as loss of experience, know-how and trade secrets.

If our product development capabilities decline, our competitiveness and market share
may be adversely affected.

Our products are all independently designed and have won the favor of consumers with
the elegant and exquisite product appearance and continuous product iteration. The
development process of our designs usually includes four steps: overall research and
development planning, product design and sampling, sample acceptance and post product
maintenance. See “Business — Our Products — Product Design and Development — Product
Design and Development Process” in this document. If our research and development of
products fails to continue to meet customers’ demand, the sales of our products may be
negatively affected. In addition, our competitors may develop production techniques which are
superior to ours in terms of costs, time and product quality, which would render our production
techniques out-of-date and our business non-competitive. Should any of these factors
materialize, our business, financial conditions and results of operations could be materially and
adversely affected.

Our processing and production plants are concentrated in Yueyang.

A majority of our jewelry products are processed and produced in our production facilities
located in Yueyang. The concentration of our production facilities and our raw material
warehouses in a single geographical region, Yueyang, means that our business and results of
operations are dependent on the degree to which we are able to continue to import raw
materials into, manufacture products in, and export products from, this region. Our operations
in the Yueyang could also be adversely impacted due to changes in local economic conditions,
increases in wage levels, trade issues, strikes or other labor unrest in, or affecting, our
production facilities, widespread public health problems, delays in shipments to or from
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Yueyang, or other disruptions due to power outages, theft, robbery, fire or natural disasters.
Any of the above factors could increase the costs of our production or disrupt our production
in Yueyang, which may have a material adverse effect on our business, results of operations or
financial condition.

We may experience disruptions or delays in our production.

Significant shortage in manpower and unscheduled downtime at our facilities due to
equipment breakdowns, power failures, planned power outages, weather conditions, fire or
explosion or other natural disasters could cause disruptions in our operations or delay our
delivery schedules.

While we have implemented policies to reduce risks of such incidents, the risk of any
disrupting event in the future cannot be eliminated. Should our ability to operate at our
facilities be compromised for any reason, it could take a significant amount of time and
resources to replace our manufacturing capabilities, which could materially and adversely
disrupt and delay our production or prevent our products from being finished if alternative
facilities cannot be located.

If any manufacturing plant were to be damaged or cease operations, including as a result
of an explosion, fire or other disruptions, it would temporarily reduce our manufacturing
capacity and affect our ability to provide our products to our customers, which could adversely
affect our reputation, sales, business, financial condition and results of operation.

Inadequate production capacity could hinder our capability to satisfy customer demand.

We cannot assure you that our production capacity will be adequate to meet the overall
market demand for our products, especially if we experience increased demand for our
products as we expand our network of boutiques. Similarly, we cannot assure you that we will
be able to meet the overall demand for our products or demand for any of our specific products
in particular, should the production in any of our production facilities be disrupted in the
future, especially during periods when we experience high demand for some or all of our
products. Under these circumstances, our business, financial condition and results of
operations may be materially and adversely affected.

In the future, as our business grows, we may need to expand our production capacity
through various measures, including the construction of new factories. We cannot assure you
that our new premises will be ready in time or our production capacity will otherwise be
successfully expanded. A number of factors could delay our expansion plans or increase our
costs, including:

. failure to raise sufficient funds to establish and maintain working capital to operate

our business at the new premises;
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. failure to obtain environmental and regulatory approvals, permits or licenses from

the relevant government authorities in a timely manner;

o failure to find new sites for our production facilities;

. shortage or late delivery of building materials resulting in late delivery of the
premises for occupancy and use;

. various factors affecting construction progress and resulting in late delivery of the

premises for occupancy and use; and

. technological changes, capacity expansion or other changes to our plans for the new

premises necessitated by changes in market conditions.
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Failure to expand our production capacity could hinder our capacity to satisfy customer
demand and growth prospects. Furthermore, if market demand declines in the future, we may
not be able to recoup the costs incurred for the construction of new premises and the
maintenance of expanded production capacity. A delay in or cancelation of our expansion plans
could also subject us to disputes with various counterparties, including shopping malls,
financiers and relevant government authorities. As a result, our business, financial condition,
results of operations and prospects may be materially and adversely affected.

We may not be able to find suitable locations for new boutiques on commercially
acceptable terms, if at all.

Our future development depends, to a significant extent, on the location of our new
boutiques. When selecting a site for a boutique, we take into account various factors, including:

. whether it is located in a central or prime shopping district, or in a shopping center
with significant consumer traffic;

. the risk of cannibalization of existing boutique sales by the new boutique opening;

. its convenience and accessibility to our target consumer group;
. the expected pedestrian flow;
. the size of the available space;

. the availability of supplementary facilities including parking lots; and

. the level of surrounding competition.

As of the Latest Practicable Date, all of our boutiques are located on leased properties.
Going forward, as we open more boutiques, we will need to secure more retail locations
through leases, concession or ownership, as determined on a case-by-case basis. The supply of
prime locations for new boutiques is scarce and the competition to secure these locations is
intense. As a result, we may not be able to identify and lease or acquire suitable locations or
sign concession agreements with related shopping malls for our new boutiques.

Our ability to purchase or lease suitable properties or sign concession agreements with
related shopping malls on terms acceptable to us is critical to the success of our business and
expansion strategy. We cannot assure you that we will be able to lease or acquire suitable
locations or sign concession agreements with related shopping malls on terms commercially
acceptable to us, as we have been able to do so in the past. In the event that we encounter
difficulties in securing suitable sites for boutiques in the localities we plan to expand into, our
business and growth prospects will be adversely affected.
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If we fail to maintain or renew the lease agreements or concession agreements of our
boutiques with shopping malls, particularly the top five shopping malls, our business and
results of operations may be negatively affected.

We enter into lease agreements or concession agreements with shopping malls for our
boutiques. It is important to the operation of our business that our existing leases and
concession agreements are maintained or renewed on terms acceptable to us. In recent years,
property prices and rental related expenses in the cities in which we operate have fluctuated but
have overall increased. In the event that we are unable to renegotiate or renew our leases or
concession agreements on terms acceptable to us or such leases or concession agreements are
terminated for various reasons, such as the disputes with the landlords of our boutiques, prior
to their expiration, we will need to relocate the relevant boutiques to alternative premises. Any
relocation of a boutique may cause disruptions to our business and may require significant
expenditure. We cannot assure you that, in such cases, we will be able to find alternative
suitable premises on commercially acceptable terms in a timely manner, or at all, which may
result in the closure of such boutique. Particularly, revenues derived from our boutiques in the
top five shopping malls accounted for 35.7%, 37.2% and 39.1% of our total revenues in 2021,
2022 and 2023, respectively. See “Business — Our boutiques — Performance of Our
Boutiques” in this document. If we fail to renew the lease agreements or concession agreements
with any or all of the top five shopping malls, the operation of our boutiques in such shopping
mall(s) could be disrupted, which may negatively affect our business and results of operations.
In addition, we cannot assure you that our boutiques will avoid losses or maintain a level of
sales, profitability or growth that is consistent with historical rates. In particular, as our leases
typically have terms between one to five years, we cannot assure you that the premises and
location of our boutiques will remain attractive during our occupancy of the premises. In such
cases, the sales and profitability of such boutiques may be materially and adversely affected,
and we may incur additional costs in terminating our lease or concession agreement, vacating
the property and subsequently relocating the boutique.

Our new boutiques may not achieve our expected level of profitability within our desired
time frame, or at all.

As part of our growth strategy, we plan to open approximately 35 new boutiques in
mainland China and around 12 new boutiques outside of mainland China, including Hong
Kong, Macau, and Singapore, in the next few years. For more details of our expansion plans,
see “Business — Product Sales — Our Boutiques — Our Boutique Network and Strategy” and
“Future Plans and [REDACTED] — [REDACTED]” in this document. Opening new
boutiques requires significant capital outlays upfront, including the cost of the boutique
inventories, rent or concession fee, and the cost of hiring and training of managers and sales
staff. A new boutique may not achieve our expected level of profitability for a prolonged period
of time, or at all, due to a variety of factors, including, among others, (i) our ability to properly
position our new boutiques and to execute our business strategy in the locality, (ii) actions by
our existing or new competitors in the same locality and (iii) the effectiveness of our marketing
activities in the locality. Some of these factors are not entirely within our control. If our new
boutiques do not break even or achieve our expected level of profitability within our expected
timeframe, or at all, our expansion plan and profitability may be adversely affected.
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We are exposed to risk of cannibalization between our existing and new boutiques.

We position our boutiques to effectively capture market demands from our target
customers, while the development plan of each boutique is determined based on additional
factors that may vary at different geographic regions, such as general economic condition,
average disposal income, distinctive local trend or preference, as well as competition. In
developing our boutique network, we intend to, where appropriate, open new boutiques in and
around areas of existing boutiques to leverage operational efficiencies and effectively serve our
customers. Our existing and new boutiques may engage in market cannibalization among
themselves. The capacities and growth in some of our target location and demands from our
target customers for our products may be limited and may not be able to support our expansion
plan. There could be overlapping coverage and unexpected competition between our existing
and new boutiques due to the over-expansion and cannibalization effect. As a result, our new
boutiques may not perform as anticipated and may have adverse effect on the overall
performances of our boutiques and our profitability. There is no assurance that our measures
to mitigate potential cannibalization among different boutiques can always be successful, the
occurrence of, which could, in turn, adversely affect our business, financial condition or results
of operations.

A significant portion of our online sales in Mainland China depends on certain online
platforms.

We rely on a limited number of key online platforms for a substantial portion of our online
sales in mainland China, including e-commerce platforms such as Tmall.com, JD.com, and
WeChat Mini Program, which are owned, controlled by, or associated with, a limited number
of technology companies. In 2021, 2022 and 2023, the revenue we generated from online sales
channels represented 10.2%, 13.0% and 11.4% of our total revenue. As such, we may be subject
to concentration and counterparty risks from these key online platforms. We cannot assure you
that we will be able to maintain our relationships with our key online platforms. These
platforms are not obliged to continue to cooperate with us in the future at a level similar to
historic levels, or at all. Should any of these key platforms terminate their business relationship
with us entirely, we may not be able to secure new online sales platforms to compensate for
such reduction in sales demand or loss of business. If our relationship with these key online
platforms deteriorates, or if there is a perceived decline in the quality of service or general
reputation of these platforms, our sales through these platforms may decrease. As a result, our
business, financial condition, results of operations and prospects may be materially and
adversely affected.
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Future changes in the online marketing industry and consumer behavior may adversely
affect our sales through online channels.

The future growth of our online sales depends on our ability to continue attracting online
customers and gaining new purchasers from various online channels, as well as our ability to
retain and increase traffic to our websites and social media platforms. We believe that
maintaining a strong online presence helps improve our brand visibility and awareness.
However, we may not be successful in any of these respects. The success of our online sales
channels also depends on a number of factors relating to the online marketing industry and

consumer behavior, including:

. consumer traffic on e-commerce platforms generally and our ability to increase the

consumer traffic on our online stores and on the e-commerce platforms we engage;

. our ability to respond to the changes in internet and mobile penetration, as well as
the online marketing industry in mainland China;

. the reliability of the independent e-commerce platforms; and

. the availability of the relevant network infrastructure, such as online or mobile

payment platforms.

In addition, a decline in the popularity of online shopping in general or our failure to
identify or respond to trends or consumer requirements in our online channels could result in
a decreased number of online customers and reduced attractiveness of our online channels. This
in turn could materially and adversely affect our business, financial condition, results of
operations and prospects.

We may not be able to integrate and manage our online and offline sales channels.

We sell our products through both offline boutiques and online platforms. The success of
our business depends on optimizing sales channels with the goal of providing the same level
of customer satisfaction in all of those channels. In line with our multi-channel strategy, we
have been progressively implementing initiatives over the Track Record Period. For example,
we apply the same Customer Loyalty Program to our offline boutiques and online stores, which
enables our members to enjoy the same membership benefits in both channels. In addition, we
provide comprehensive after-sale consumer services both online and offline. Customers who
purchased our products online can also seek after-sale services in our offline boutiques.
However, we cannot assure you that these initiatives, or any future initiatives, will be
successful in integrating and effectively managing our omni-channel model. Any failure of
such may affect our customers’ shopping experience and therefore have a material influence on
our business performance.
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Our marketing activities may not be effective in attracting our target customers.

We market our brand and products through various channels and methods, including
displaying advertisements at or around the shopping malls where our boutiques are located and
placing advertisements on social media and other digital platforms. We also actively participate
in promotion activities hosted by shopping malls that we collaborated with, or shopping
festivals by online sales platforms. These marketing activities result in significant advertising
and promotion expenses. In 2021, 2022 and 2023, our advertising and promotion expenses
were RMB10.3 million, RMB15.1 million and RMB18.8 million, respectively. We cannot
assure you that our marketing activities will enable us to successfully promote our brand and
products or increase our sales.

In addition, we rely on our sales and marketing personnel to implement effective
marketing campaign. Our sales and marketing personnel are required to have a good knowledge
of our heritage gold products. If we are unable to effectively train our in-house sales and
marketing personnel or monitor and evaluate their performances, our sales and marketing may
be less successful than desired. Moreover, competition for experienced marketing, promotion
and sales personnel is intense. If we are unable to attract, motivate and retain a sufficient
number of qualified and professional marketing, promotion and sales personnel, we may be

unable to expand our business coverage or increase our market penetration as contemplated.

The effectiveness of sales and marketing activities is relatively hard to predict and
evaluate. Their effects may be delayed, resulting in slower revenue growth which may not fully
reflect the effort or costs of the sales and marketing activities. If the results of our marketing
activities fail to meet our expectations, or if we fail to conduct our marketing activities as
planned, our business, financial condition, results of operations and prospects may be
materially and adversely affected.

If Buyer Customers cease to offer our products to end-customers on terms more
favourable than those otherwise available to such end-customers, our business and results
of operations may be negatively affected.

Currently, some end-customers are willing to purchase our products through Buyer
Customers since such Buyer Customers can offer our products to end-customers on terms more
favourable than those otherwise available to such end-customers. See “Business — Our
Customers and Suppliers — Our Customers” in this document. However, as we have never
entered into any arrangement with any Buyer Customers to purchase our products and then
resell them to other customers, we cannot predict whether such Buyer Customers will cease to
offer our products in the future. If they do so, price-sensitive end-customers might choose not
to purchase our products, leading to a potential decrease in sales volume, which in turn, may
negatively affect our business and results of operations.
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Any negative news concerning the personnels whom we engage to market our products
could materially and adversely affect our sales and reputation.

As an established brand, our brand image is sensitive to the public’s perception of our
business. Public perception of our business is formulated not only by the quality and
competitiveness of our products, but also the culture, values and ethics that we embody as a
business. We cannot assure you that the personnels whom we engage to market our products,
or any celebrities whom we may engage in the future, will not, intentionally or incidentally,
distribute information about us or our products that may result in a negative perception of us
by the public. In addition, even though we only engage personnels who share our core brand
values, we cannot assure you that their actions will not deviate from our core values, and any
negative publicity regarding our spokespersons may result in a negative perception of us by the
public even if the negative publicity does not involve our products at all. Any negative
publicity about our spokespersons or products, regardless of veracity, could lead to potential
loss of consumer confidence or difficulty in retaining or recruiting talent that is essential to our
business operations. As a result, our business, financial condition, results of operations,
reputation and prospects may be materially and adversely affected.

We may fail to protect our proprietary data and customer information.

We believe that our ability to compile and analyze sales and customer data is critical to
our success. We have built a large customer database leveraging our extensive network of
boutiques and our information technology systems. We obtain customer data, such as our
customers’ personal information, Loyalty Member information and transaction history,
primarily through our boutiques and online stores. Concerns about our practices with regard to
the collection, storage, use or disclosure of personal information or other privacy-related
matters, even if unfounded, could damage our reputation, and as a result, our business,
financial condition, results of operations and prospects may be materially and adversely
affected. Furthermore, any actual or alleged leakage or unauthorized use of the customer data
we have collected could result in decreases in the online traffic to purchase our products and
the overall sales, either of which could have a material adverse effect on our business, financial

condition, results of operations and prospects.

We have adopted security policies and measures to protect our proprietary data and
customer information. However, advances in technology, the expertise of hackers, new
discoveries in the field of cryptography or other events or developments could result in
compromises or breaches of the technologies that we use to protect confidential information.
We may not be able to prevent third parties, especially hackers or other individuals or entities
engaging in similar activities, from illegally obtaining and misappropriating our proprietary
data and customer information. In addition, we have limited control or influence over the
security policies or measures adopted by third party online payment service providers through
which some of our customers may elect to make online purchases. Furthermore, our third-party

logistics service providers may also violate their confidentiality obligations and illegally or
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improperly disclose or use information about our customers. Any negative publicity regarding
the safety or privacy protection mechanism and policy of our information technology systems
or online sales channels could have a material adverse effect on our brand image and
reputation.

Furthermore, the regulations governing data privacy and the use of personal data are
evolving. Any change in the regulations governing the use of personal data could adversely
affect our ability to collect, use and store such data or discourage our customers from using our
online sales channels, either of which could have a material adverse effect on our business,

financial condition, results of operations and prospects.
Our sales may be affected by seasonality.

We experience seasonal fluctuations in demand for our products, especially around
holidays and shopping festivals. The peak seasons include the Mid-Autumn Festival and the
PRC National Day holiday, the period from Christmas till Chinese New Year, and the period
from Chinese New Year till Valentine’s Day. Besides, the third-party platforms where we sell
our products also have numerous shopping festivals that affect market demand, such as the
Double 11 Shopping Festival (5 —§#)fii), and the Double 12 Shopping Festival (& 1 i
Y Hii). Therefore, we typically record higher sales in the first and fourth quarters of a calendar
year. Due to these seasonal factors, comparison of sales and operating results between different
periods within a single financial year may not be meaningful and should not be relied upon as
indicators of our performance. In addition, these seasonal consumption patterns may cause our

operating results and financial condition to fluctuate from period to period.

Delivery delays, poor handling by third party logistics providers or disruptions, security
hazards in the transportation network may adversely affect our business.

We outsource the delivery of the products we sell online to independent third-party
logistics service providers. As of December 31, 2023, we mainly engaged three logistics
service providers. Disputes with, or the termination of our contractual relationships with, one
or more of our logistics service providers could result in delayed delivery of products,
increased costs or customer dissatisfaction. We cannot assure you that we can continue or
extend relationships with our current logistics service providers on terms and prices acceptable
to us, or at all. We also cannot assure you that, as we expand our online channels, we will be
able to establish relationships with new logistics service providers to ensure accurate, timely
and cost-efficient delivery services. If we are unable to maintain or develop good relationships
with logistics service providers, we may experience increases in our costs, or disruption to our
ability to offer products in sufficient quantities on a timely basis or at prices acceptable to our
customers. As we do not have any direct control over these logistics service providers, we
cannot guarantee the quality of their services. If there is any delay in delivery, damage to
products resulting from poor handling, we may lose customers and sales and our brand image

may be damaged.
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In addition, delays in delivery due to disruptions to the transportation network, such as
natural disasters, strikes or infrastructure congestion, could adversely impact our ability to
timely deliver products to our online customers. Moreover, due to the high value of our
products, the transportation of products to online customers also expose us to security risks
including theft and robbery. Should any of these factors materialize, our business, financial
conditions and results of operations could be materially and adversely affected.

Interruption or security breaches to our IT systems may have a material adverse effect on
our business, results of operations or financial condition.

We rely on information technology systems including the Kingdee System, for the timely
exchange of business information between our warehouses, factories, boutiques and
headquarter, and these systems are critical to our day-to-day business operations. We cannot
assure you that our information systems will always operate without interruption or
malfunction. Any breakdown for an extended period of time, or other failure of our information
systems from, among other things, security breaches, viruses, hacking or damage to the
hardware or software systems, may cause interruptions to our operations and inventory
management, and may adversely affect the integrity of our information, our business
performance and profitability. Although we have disaster recovery systems in place and engage
cloud service providers for cloud storage of data, we cannot assure you that these systems will
be adequate to support our operations in the event of a prolonged breakdown of our primary
system, in which case our business operations will be materially and adversely affected. In
addition, the increasing business complexity of our operations due to our growth strategies may
place additional requirements on our systems, controls, procedures, and management and, as
a result, may strain our ability to manage our future growth.

Our efforts in developing and investing in technology may not generate the expected
outcomes.

We rely on technology, including Kingdee System and CRM System, in many aspects of
our operations. We have invested and plan to continue to invest in maintaining and upgrading
these systems. However, we may not always be successful in developing, installing, running
and migrating to new software or systems as required by our business development.

In addition, we have made and continue to make investments in digital initiatives,
applications and tools to enhance customer experience. A key element of our customer
retention and acquisition strategy is using digitalization to make it easier for customers to stay
engaged with our brand and products. For example, we have developed a WeChat Mini
Program which allows customers to place orders and engage with our sales personnel
seamlessly without visiting our offline stores. We intend to continue to invest in digitalization
and launch more initiatives and services across our markets.
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Although we continuously upgrade our technologies to keep up with the latest industry
developments, we cannot assure you that our investment in these technologies could produce
the expected outcomes, in which case our business, financial condition, results of operations
and prospects could be materially and adversely affected.

Our insurance coverage may not cover all losses.

We maintain different types of insurance policies to cover our operations. For example,
we purchase public liability insurance for our boutiques and property damage insurance for the
gold in our Macau boutique. However, there can be no assurance that our insurance coverage
is sufficient to prevent us from any loss or that we will be able to successfully claim our losses
under our current insurance policy on a timely basis, or at all. If we incur any loss that is not
covered by our insurance policies, or the compensated amount is significantly less than our
actual loss, our business, financial condition and results of operations could be materially and
adversely affected.

In addition, we generally do not maintain Property All Risks insurance policies for our
boutiques in mainland China. Although we have put in place various measures such as vaults
and 24-hour surveillance to safeguard our inventories and other properties at our boutiques,
there is no assurance that these measures are sufficient enough to protect us against accidents
such as theft, fire, explosion, etc. If any of such accidents occur and there is no insurance to
cover our losses arising therefrom, our business, financial condition and results of operations
could be materially and adversely affected.

We rely upon certain key personnel. If they leave or become unable or unwilling to fulfill
their roles, our business and future growth may be affected adversely.

Our success depends significantly on the efforts and abilities of key individuals who have
valuable experience and knowledge of our products and industry, and who have made
substantial contributions to the development of our operations, the design and craftsmanship of
our products, and raw material procurement. If we were to lose such personnel, including those
from our senior management team, design and production team, or raw material procurement
team, or other key employees, or if these individuals fail to devote the same amount of time
and effort to our business as they have done in the past, we cannot assure you that we would
be able to replace such individual or individuals with new personnel capable of making the
same contribution in the near term or at all. As such, the loss of the services of one or more
of these key individuals, or any negative market or industry perception arising from such loss,
could have a material adverse effect on our business, results of operations and financial
condition.
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Our risk management and internal control systems may not be adequate or effective.

We have established risk management and internal control systems consisting of
organizational frameworks, policies, procedures and risk management methods that we believe
are appropriate for our business operations, and we seek to continue to improve these systems.
However, due to the inherent limitations in the design and implementation of risk management
and internal control systems, including the identification and evaluation of risks, internal
control variables and the communication of information, we cannot assure you that such
systems will be able to identify, mitigate and manage all our exposure to risks.

Our risk management and internal controls also depend on the proficiency of and
implementation by our employees. We cannot assure you that such implementation will not
involve any human error or mistakes, which may materially and adversely affect our business,
financial condition and results of operations.

Our business depends on our intellectual property, particularly our trade name,
trademarks, product designs and trade secrets, which we may not be able to protect
against infringement and unauthorized use in counterfeit products.

We consider our “&## 4" (LAOPU GOLD) trade name, related trademarks and other
intellectual property rights to be critical to our success and competitive advantage. Our policy
is to register and protect such intellectual property rights in the jurisdictions in which we
operate to the extent that we are able to under relevant local law. As of December 31, 2023,
we registered 526 trademarks in China and 35 overseas. However, we cannot assure you that
we can successfully renew the trademark applications beyond expiration of our trademarks. In
such event, we may no longer be able to use such trademarks in our business or become
prohibited from manufacturing or selling products under such trademarks, and our business,
financial conditions and results of operations will be materially and adversely affected.

Further, although we are not aware of any material violations, infringements or
unauthorized use in relation to our trade name or trademarks, we cannot assure you that the
steps we have taken to protect our trade name, trademarks and other intellectual property rights
are sufficient or will be sufficient to protect such intellectual property rights, or that such
intellectual property rights will not be subject to infringement in the future. Any unauthorized
use of such intellectual property rights could harm our brand, market image and reputation,
which could adversely affect our financial condition and results of operations. In addition, our
results of operations may be adversely affected as a result of incurring additional costs and the
diversion of management’s attention when initiating any trade name or trademark claims.

Trade names that are identical or similar to our trade name may have been registered or
used by third parties in other markets we may decide to enter. We may incur significant
expenses should we decide to acquire the right to use our trade name in these markets. If we
are unable to acquire these rights on terms acceptable to us, or at all, we may be unable to enter
these markets using our trade name.
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In addition, our key craftmanship, including filigree, carving, embedding and heat
treatment of enamels, is rooted Chinese ancient gold-making traditions and has been passed
down through generations. Since most of our craftmanship is in public domain, we can only
protect the know-how of our craftmanship in term of trade secrets. There can be no assurance
that such protections are adequate, and in the event that third parties copy our know-how, the
competitiveness of our products and our reputation could be adversely affected, which could
in turn affect our business and results of operational. In addition, we may face difficulties in
proving that a third party has copied our know-how or may incur high costs even if we are

successful in proving so.

We may be subject to intellectual property infringement claims which may be expensive
to defend and may result in significant liabilities.

Our competitors or other third parties may have intellectual property rights and interests
which could potentially conflict with ours. If any trademark infringement or other intellectual
property claims against us are successful, we may be required to take significant liabilities. In
addition, we may not have a legal right to continue to develop, produce, 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 redesign our products 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. Additionally, we may be subject to infringement or misappropriation
claims by third parties in other aspects of our day-to-day operations, such as our usage of
images, fonts or music in our advertising and promotional activities. Any intellectual property
disputes could have a material adverse effect on our business, financial condition, results of
operations and prospects.

Failure to obtain certain intellectual property in time may materially and adversely affect
our business, financial condition and results of operations.

We are applying for, and may in the future apply for, certain trademarks, patents or other
intellectual property rights. Such application process takes some time and our use of these
intellectual property rights may lack legal protection during this period. Failure to obtain these
intellectual property rights in time may affect our brand, our products and our operations which
may result in loss of our customers and damage of our reputation, which may in turn materially
and adversely affect our financial condition and results of operations. Any unauthorized use of
such intellectual property rights by third parties, and the expenses incurred in protecting our
intellectual property rights, may materially and adversely affect our business and financial
condition. See “Business — Intellectual Property” in this document.
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Any loss of or failure to obtain or renew the certificates, licenses, approvals and permits
or to complete various registrations or filings applicable to our business, may materially
and adversely affect our business, results of operations, and financial condition.

We are subject to extensive PRC laws and regulations at the national and local level,
which govern various aspects of our operations. We are required to obtain and maintain certain
certificates, licenses, approvals and permits, and to complete various registrations or filings, in
order to conduct our business. These operating certificates, licenses, approvals and permits are
granted, renewed and maintained upon our satisfactory compliance with, among others, the
applicable criteria set by the relevant governmental departments or organizations. See
“Regulatory Overview” and “Business — Licenses, Permits and Approvals” in this document.
Complying with government regulations on these approvals, licenses, permits, registrations or
filings may require substantial expense, and any non-compliance may expose us to penalties.
For example, as of December 31, 2023, some of our leased properties used for business
operation were yet to complete registration and filing procedures. See “Business — Properties”
in this document. As advised by our PRC Legal Advisors, the non-registration of the relevant
property lease will not affect the validity of the lease contracts and the legal use of the leased
properties, but relevant local housing authorities may require us to complete the registration
within the prescribed period and we may be subject to penalties of RMB1,000 to RMB10,000
as a result of delay in registration for each of such leased properties. Further, the certificates,
licenses, approvals and permits that we had obtained during the Track Record Period and as of
the Latest Practicable Date may only be valid for a limited period of time and may be subject
to periodic review and renewal by government authorities or relevant organizations. In
addition, the standards of compliance required in relation thereto may change in the future. As
advised by our PRC Legal Advisors, the PRC laws and regulations may continue to evolve. If
we fail to adjust in a timely manner to ensure compliance with these new changes, we may be
exposed to the risk of non-compliance. If deemed non-compliant, we could be subjected to
administrative or regulatory fines and penalties, including the suspension or revocation of our
certificates, licenses, approvals and permits, and our operations may be hindered or halted,
which could have a material and adverse effect on our business and results of operations.

We are exposed to the risk of litigation, claims and disputes, which may cause us to pay
significant damages awards and incur other costs.

We believe that all of our operations are in material compliance with applicable laws and
regulations in the jurisdictions in which we operate. However, we cannot assure you that we
will not be subject to liabilities in the future. Substantial liability arising from a lawsuit
judgment or a significant regulatory action against us or a disruption in our business arising
from adverse adjudications in proceedings against the Directors, officers or employees could
have a material adverse effect on our business, financial condition and results of operations.
Moreover, even if we ultimately prevail in the litigation, regulatory action or investigation,
such proceedings could result in us incurring additional costs and significantly harm our
reputation, which could materially affect our business, financial condition and results of
operations.
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Negative publicity about us, our Shareholders and affiliates, our brand and our
management may have a material adverse effect on our business, reputation, and the
[REDACTED] of our Shares.

Negative publicity about us, our Shareholders and affiliates, the products we provide,
including possible defects of the products, even without our fault, our service quality, our
brand, our management and other aspects of our business operations may arise from time to
time. They may appear in the form of comments on internet postings and other media sources.
For example, in the event that we fail to meet our customers’ expectations as to the quality of
our products or services, our customers may disseminate negative comments on social media
platforms. In the long term, if such negative publicity about us, our Shareholders and affiliates,
our brand, our management and other aspects of our business operations damage our reputation
and result in a loss of customer confidence, it would affect our future ability to attract and
retain new customers and employees. As a result, our business, results of operations, financial
condition, and prospects would be materially and adversely affected.

Any catastrophe could severely disrupt our business operations.

Health pandemics may adversely impact in the long term, on the economy and social
conditions globally, which may cause temporary decrease in demand for jewelry products, and
adversely affect our business, financial condition and operations. For example, certain of our
boutiques were closed temporarily due to the impact of COVID-19 during the Track Record
Period. If there is another COVID-19 or other pandemic outbreak in the future, we may face
various risks, including but not limited to: (i) decrease in demand for our products; (ii)
temporary closure of our boutiques; (iii) disruption of the operations of our business partners;
and (iv) increased volatility or disruption of global capital market, which may adversely affect
our ability to raise funds for our operation.

Our operations are also vulnerable to interruption and damage from natural disasters and
other calamities. Due to their nature, we cannot predict the incidence, timing and severity of
catastrophes. In addition, changing climate conditions, primarily rising global temperatures,
may be increasing, or may in the future increase, the frequency and severity of natural
catastrophes. If any such catastrophes or extraordinary events were to occur in the future, our
ability to operate our business could be seriously impaired, and therefore adversely affect our

operations and financial conditions.

Challenging economic conditions and economic uncertainty over a prolonged period of
time could materially and adversely affect our business.

The demand for our products depends, in part, on the income and spending patterns of our
current and prospective customers, which are affected by prevailing economic conditions, job
market outlook and the performance of stock market and other investments, as well as expected
future global and regional macroeconomic conditions such as employment rates, inflation and
interest rates. Any adverse economic developments in one or more of our key markets where
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the majority of our revenue is generated, could result in reduced demand for our products,
which in turn could result in lower revenue and reduced profit. Our business, results of
operations and financial condition would likely be hindered by an economic downturn in any
of our key markets or generally.

We cannot assure you that general consumer demand in our markets will not be adversely
impacted by global economic conditions. In addition, in the event that our competitors react to
any declines in consumer confidence by reducing retail prices, our ability to maintain our
market share may be adversely impacted and we may have to intensify our marketing efforts
in order to compete effectively. Such efforts could materially and adversely affect our business,
results of operations and financial condition.

Any breach of or failure to successfully implement our environmental, health and safety
(“EHS”) policies could have a material adverse effect on our business and growth
prospects.

As consumers are paying increasing attention to corporate social responsibility matters,
conducting our business in a responsible and sustainable way is important to our brand and
reputation. While we have implemented policies relating to environmental, workplace health
and safety matters and have adopted a number of initiatives to reduce our environmental
footprint, we cannot assure you that these policies will not be breached or will continue to be
effective. If we fail to implement our EHS policies effectively or update these policies to
reflect the latest social and environmental developments, our brand image and reputation could
be damaged, which will negatively impact our business, financial condition and results of
operations.

RISKS RELATING TO OUR FINANCIAL POSITION

Failure to recover a significant portion of our trade receivables in a timely manner may
have a materially adverse effect on our business and financial results.

As of December 31, 2021, 2022 and 2023, we had trade receivables of RMB104.4 million,
RMB100.3 million and RMB376.3 million, respectively. Substantially all of our customers are
individual customers. And we do not grant any credit period to our individual customers.
However, as certain of our boutiques are operated in cooperation with shopping malls,
customers’ payments to these boutiques are typically collected by the shopping malls first and
then transferred to us after deducting the relevant charges by these shopping malls. We
generally settle with these shopping malls on a monthly basis. Certain shopping malls may
default on their payment to us as a result of deteriorating financial condition or liquidity issue.
We cannot guarantee that we can always detect potential default by the shopping malls we
cooperate with. If we cannot collect trade receivables on time, our liquidity, result of operation
and financial condition may be adversely affected.
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We rely on short-term and long-term borrowings to fund our operations.

We use external financing to support the growth and expansion of our business. As of
December 31, 2023, our current liabilities included interest-bearing bank and other borrowings
of RMB127.8 million. These borrowings are used mainly to finance our inventories and expand
our boutiques. Although we have maintained good relationships with our banks that provide us
with such financing and have not experienced any difficulties in repaying our borrowings, our
ability to continue to obtain financing is subject to a variety of factors. Such factors include
our future financial condition, operating results and cash flows, the regulatory approvals to
obtain financing in the domestic or international markets, the general condition of global and
domestic financial markets, and changes in monetary policies, interest rates and lending
policies. We cannot assure you that we will be able to obtain bank loans or renew existing
credit facilities in the future on favorable terms, or at all. Our efforts to raise equity capital,
if any, may result in the dilution of the shareholding of our existing Shareholders. If adequate
funding is not available to us on favorable terms, or at all, we may not be able to finance our
existing operations and develop or expand our business, and therefore our business, financial
condition, results of operations and prospects may be materially and adversely affected.

We expect to incur additional capital expenditure and increase in depreciation and
amortization expenses associated with the expansion of our boutique network.

We plan to open 35 new boutiques in mainland China and 12 new boutiques outside of
mainland of China within the next few years. See “Future Plans and [REDACTED] —
[REDACTED]” in this document. Therefore, we expect to incur additional capital expenditure
and increase in depreciation and amortization expenses in relation to the lease of premises,
renovation and so forth, which could negatively affect our financial condition and results of
operations. In addition, there is no guarantee that we could achieve profitability from opening
and operation of new boutiques in the near term.

Any discontinuation or reduction of the government grant would have a material and
adverse impact on our business.

During the Track Record Period, we recognized government grants as our other income
of RMB4.5 million, RMB3.0 million, and RMBI1.0 million in 2021, 2022 and 2023,
respectively. Our government grants mainly represented the subsidies related to our operating
activities and the previous listing attempts. As the determination and granting of such subsidies
are subject to the discretion of the government and are non-recurring in nature, the receipt of
such subsidies is varied from period to period. We cannot assure you that we will continue to
receive government grants at the same level or at all, in which case our business, financial
condition and result of operations may be materially and adversely affected.
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We had historical net cash flows used in operating activities.

We had net cash flows used in operating activities of RMB29.2 million in 2023, which
was primarily due to profit before tax of RMB553.5 million, as adjusted for certain non-cash
and/or non-operating items, mainly including (i) depreciation of right-of-use assets of
RMBO1.4 million; (ii) depreciation of property, plant and equipment of RMB25.6 million; (iii)
finance costs of RMB18.2 million; and (iv) negative changes in working capital. See “Financial
Information — Cash Flows — Net Cash Flows From/Used in Operating Activities” in this
document. We cannot guarantee that we will not record net cash flows used in operating
activities in the future. Any net cash flows used in operating activities will adversely affect our
liquidity and our ability to further develop our business. We may need to resort to external
financing in case of net cash flows used in operating activities, but we cannot ensure that we
will be able to secure the sources of funds at commercially reasonable terms, or at all. If we
cannot source sufficient financing to fund net cash flows used in operating activities, our
business, results of operation and financial condition may be adversely affected.

We may not be able to manage the growth of our business and operations and grow at a
rate comparable to our growth rate in the past.

We have experienced significant growth during the Track Record Period. Our revenue
increased from RMB1,264.6 million in 2021 to RMB3,179.6 million in 2023, representing a
CAGR of 58.6%. However, this growth trend reflects only our past performance and does not
have any implication or may not necessarily reflect our financial performance in the future. The
sustainability of our growth depends on a number of factors, many of which are beyond our
control, including our ability to retain existing customers and attract new ones. In addition, the
effects of changing economic, jewelry industry, competitive conditions and future expansion of
our sales network, and many other factors cannot be fully predicted and may have a material
adverse effect on our business, financial condition, results of operations and prospects. There
is no assurance that we can sustain the growth rate we achieved in the past. If we are not able
to manage our growth effectively, our business and prospects may be materially and adversely
affected.

RISKS RELATING TO DOING BUSINESS IN THE COUNTRY WHERE WE OPERATE

Adverse changes in economic, political and social conditions, could have a material
adverse effect on our business and prospects.

Substantially all of our revenue is derived from our businesses in the PRC. Accordingly,
our financial condition, results of operations and prospects are, to a material extent, subject to
economic, political, and social conditions in the PRC. If the macro-economy condition
experiences significant adverse changes due to any reason, demand for our products and our
ability to maintain our operations may suffer, which will consequently have a material adverse

effect on our financial condition, results of operations and our future prospects.
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The interpretation and enforcement of PRC laws and regulations may change from time
to time, which may subject us to non-compliance due to unexpected changes to laws and
regulations applicable to us.

The PRC legal system is based on written statutes. Unlike common law systems, it is a
system in which legal cases have limited value as precedents. In the late 1970s, the PRC
government began to promulgate a comprehensive system of laws and regulations governing
economic matters in general. The overall effect of legislation over the past four decades has
significantly increased the protections afforded to various forms of foreign or private-sector
investment in China. Our PRC subsidiaries are subject to various PRC laws and regulations
generally applicable to companies in China. However, since these laws and regulations are
relatively new and the PRC legal system continues to evolve, the interpretations and

enforcement of many laws, regulations and rules are subject to changes from time to time.

From time to time, we may have to resort to administrative and court proceedings to
enforce our legal rights. However, since PRC administrative and court authorities have a
certain degree of discretion within their scope of authority in interpreting and implementing
statutory and contractual terms, it may be difficult to evaluate the outcome of administrative
and court proceedings and the level of legal protection we enjoy. Such uncertainties, including
uncertainty over the scope and effect of our contractual, property (including intellectual
property) and procedural rights, and any failure to respond to changes in the regulatory
environment in China could materially and adversely affect our business and impede our ability
to continue our operations, and may further affect the legal remedies and protections available
to investors, which may, in turn, adversely affect the value of your [REDACTED].

We may be subject to filing procedure and other requirements of the CSRC or other PRC
governmental authorities in connection with this [REDACTED], future capital raising
activities and future major events.

On July 6, 2021, the relevant PRC government authorities issued Opinions on Strictly
Cracking Down Illegal Securities Activities in Accordance with the Law ( CBEARIZENE B 4T %
76 SR EE TS B E L) ). These opinions enhanced administration and supervision on overseas
listing by the PRC-based companies and proposed to take effective measures, such as
promoting the construction of relevant regulatory systems to deal with the risks and incidents
faced by The PRC based oversea-listed companies.

On February 17, 2023, the CSRC released the Trial Administrative Measures of Overseas
Securities Offering and Listing by Domestic Companies ( 3% A {ESERESMNET 175750 LT 3
AAATHHE) ) (the “Trial Measures”) and five supporting guidelines, which came into effect on
March 31, 2023. The Trial Measures comprehensively improved and reformed the prior
regulatory regime for overseas listing of securities of PRC domestic companies, and had
regulated both direct and indirect overseas listing of PRC domestic companies’ securities by
adopting a filing based regulatory regime. Pursuant to the Trial Measures, domestic companies
that seek to offer or list securities overseas, both directly and indirectly, should fulfill the filing
procedure and report relevant information to the CSRC, and in the event of subsequent offering

— 65—



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

RISK FACTORS

and occurrence of certain major events, domestic companies shall also fulfill relevant filing
procedures and report information to the CSRC. If a domestic company fails to complete the
filing procedure, omits any material fact, falsifies any content or contains any misleading
statement in its filing documents, such domestic company may be subject to administrative
penalties, such as order to rectify, warnings, fines, and its controlling shareholders, actual
controllers, the person directly in charge and other directly liable persons may also be subject
to administrative penalties, such as warnings and fines. See “Regulatory Overview — the PRC
— Laws and Regulations Relating to Overseas Listing” in this document. Since the Trial
Measures was newly promulgated, the interpretation, application and enforcement of Trial

Measures are subject to changes.

If it is determined that we are subject to any filing or other authorization or requirements
of the CSRC or other PRC governmental authorities for future fund raising activities or other
major events, and we fail to complete such filing or meet such requirements in a timely manner
or at all, we could be subject to sanctions by the CSRC or other PRC regulators authorities. If
we are determined not in compliance with the requirements under the Trial Measures, and thus
are unable to complete the filing with the CSRC, we may need to postpone or terminate our
future fund-raising activities if any. Any uncertainties or negative publicity regarding such
filing or other requirements stated above could materially and adversely affect our business,
prospects, financial condition, reputation, and [REDACTED] and [REDACTED] of the
Shares.

Fluctuations in the value of the Renminbi and other currencies may have a material
adverse impact on your [REDACTED].

During the Track Record Period, substantially all of our revenues and expenditures were
denominated in Renminbi, while the [REDACTED] from the [REDACTED] will be in Hong
Kong dollars. Fluctuations in the exchange rate between the Renminbi and the Hong Kong
dollar will affect the relative purchasing power in Renminbi terms of the [REDACTED] from
the [REDACTED]. Fluctuations in the exchange rate may also cause us to incur foreign
exchange losses and affect the relative value of any dividend issued by us.

Movements in Renminbi exchange rates are affected by, among other things, changes in
political and economic conditions and China’s foreign exchange regime and policy. With the
development of the foreign exchange market and progress towards interest rate liberalization
and Renminbi internationalization, the PRC government may in the future announce further
changes to the exchange rate system, and we cannot assure you that the Renminbi will not
appreciate or depreciate significantly in value against other currencies in the future. It is
difficult to predict how market forces or relevant government policies may impact the
exchange rate between the Renminbi and other currencies in the future.

To date, we have not entered into any hedging transactions in an effort to reduce our
exposure to foreign currency exchange risks. In any event, the availability and effectiveness of
these hedges may be limited and we may not be able to hedge our exposure successfully, or at
all.

— 66 —



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

RISK FACTORS

Regulations on currency exchange may limit our foreign exchange transactions, including
our ability to pay dividends and other obligations, and may affect the value of your H
Shares.

Currently, the conversion and remittance of foreign currencies from RMB are subject to
PRC foreign exchange regulations. It cannot be guaranteed that under a certain exchange rate,
we will have sufficient foreign exchange to meet our foreign exchange requirements. Under the
current PRC foreign exchange regulatory system, foreign exchange transactions under the
current account conducted by us, including the payment of dividends, do not require advance
approval from the SAFE, but we are required to present documentary evidence of such
transactions and conduct such transactions at designated foreign exchange banks within China
that have the licenses to carry out foreign exchange business. Foreign exchange transactions
under the capital account conducted by us, however, must be approved in advance by the
SAFE.

Under existing foreign exchange regulations, following the completion of the
[REDACTED], we will be able to pay dividends in foreign currencies without prior approval
from the SAFE by complying with certain procedural requirements. However, the foreign
exchange policies regarding payment of dividends in foreign currencies may change from time
to time in the future. In addition, any insufficiency of foreign exchange may restrict our ability
to obtain sufficient foreign exchange for dividend payments to shareholders or to satisfy any
other foreign exchange requirements. If we fail to obtain approval from the SAFE to convert
Renminbi into any foreign exchange for any of the above purposes, our capital expenditure
plans, and even our business, operating results and financial condition, may be materially and
adversely affected.

Payment of dividends is subject to laws and regulations in regions where we operate.

Under the PRC laws, dividends may be paid only out of distributable profits. Our
distributable profits represent our distributable net profits less appropriations to statutory
surplus reserve, general reserve, and discretionary surplus reserve (as approved by our
Shareholders’ meeting), each such appropriation based on the unconsolidated net profit
determined under PRC GAAP. Our distributable net profit referred to above represents the
lowest of (i) our net profit attributable to our equity holders for a period plus distributable
profits or net of accumulated losses, if any, at the beginning of such period, as determined
under PRC GAAP, and (ii) our net profit attributable to our equity holders for the period plus
distributable profits or net of accumulated losses, if any, at the beginning of such period, as
determined under IFRS. As a result, we may not have sufficient distributable profits, if any, to
make dividend distributions to our Shareholders in the future, including in respect of periods
where we register an accounting profit. Any distributable profits that are not distributed in a
given year are retained and available for distribution in subsequent years. In addition, we also
have a subsidiary in Hong Kong and may establish more subsidiaries outside of mainland
China in the future, and the distribution of dividends by our subsidiaries to our Company may
also be subject to local laws and other restrictions.
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Policies on foreign investment in the PRC may adversely affect our business and results
of operations.

The investment activities of foreign investors in the PRC are subject to certain regulations
regarding the industry participated and imposed to additional verification procedures by certain
authorities. The Special Management Measures (Negative List) for the Access of Foreign
Investment (2021) ( CHMREGHCEHEA S A FRAE BB IS #)(20214FM)) , the “Negative
List”) issued by the NDRC and MOFCOM, which set out in a unified manner the restrictive
measures for the access of foreign investments such as the requirements for equity and senior
management, and the industries that are prohibited for foreign investment. The Negative List
covers 12 industries, and any field not covered by the Negative List shall be administered under
the principle of equal treatment to domestic and foreign investment. As of the Latest
Practicable Date, our main business in China does not fall within the Negative List. However,
certain industries are specifically prohibited for foreign investment, which may restrict us from
entering into these industries afterwards.

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

Under the current PRC tax laws and regulations, non-PRC resident individuals and
non-PRC resident enterprises are subject to different tax obligations with respect to the
dividends paid to them by us and the gains realized upon the sale or other disposition of H
Shares. Non-PRC resident individuals are required to pay PRC individual income tax at a 20%
rate for the income derived in China under the Individual Income Tax Law of the PRC ( ("
#e N RILFNE B A5 803%) | the “IIT Law”) and its implementation guidelines. Accordingly,
we are required to withhold such tax from dividend payments, unless applicable tax treaties
between China and the jurisdiction in which the foreign individual resides reduce or provide
an exemption for the relevant tax obligations. However, pursuant to the Circular on Certain
Policy Questions Concerning Individual Income Tax ( {BFBUES - B ZBIHS 485 B i (8 15
Bl T EOR BERHESN) ) (Cai Shui Zi [1994] No. 020) issued by the MOF and SAT on May
13, 1994, the income gained by individual foreigners from dividends and bonuses of enterprise
with foreign investment are exempted from individual income tax for the time being. In
addition, under the IIT Law and its implementation regulations, non-PRC resident individual
holders of H shares are subject to individual income tax at a rate of 20% on gains realized upon
the sale or other disposition of H shares. However, pursuant to Circular of Declaring that
Individual Income Tax Continues to be Exempted over Income of Individuals from the Transfer
of Shares (B8 N\ BB E2 B AR AU S U ( A PR A B3 AT) ) (Cai Shui Zi [1998]
No. 61) issued by the MOF and the SAT on March 30, 1998, from January 1, 1997, the income
of individuals from the transfer of the shares of listed enterprises continues to be exempted
from individual income tax.

As of the Latest Practicable Date, no aforesaid provisions have expressly provided that

individual income tax shall be levied non-PRC resident individual holders on the transfer of
shares in PRC resident enterprises listed on overseas stock exchanges, and to our knowledge,
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no such individual income tax was levied by PRC tax authorities in practice. However, there
is no assurance that the PRC tax authorities will not change these practices which could result
in levying income tax on non-PRC resident individual holders on gains from the sale of H
shares.

For non-PRC resident enterprises that do not have establishments or premises in China,
and for those have establishments or premises in China but whose income is not related to such
establishments or premises, under the Enterprise Income Tax Law of the PRC ( (% A\ R4t
B 2E 3875 ) | the “EIT Law”) and its implementation regulations, dividends paid by us
and gains realized by such foreign enterprises upon the sale or other disposition of H Shares
are typically subject to PRC enterprise income tax at a 20% rate. In accordance with the
Circular on Issues Relating to Withholding of Enterprise Income Tax by PRC Resident
Enterprises on Dividends Paid to Overseas Non-PRC Resident Enterprise Shareholders of H
Shares ( CBHJA o B i R AR S 1] 55 AN H R I S8 R AR SE ORI 8 IR S AR ARSI A SE TR B A 1A R
RYEAT) ) (Guo Shui Han [2008] No. 897) issued by SAT on November 6, 2008, the
withholding tax rate for dividends payable to non-PRC resident enterprise holders of H Shares
has been reduced to 10% and we intend to withhold tax at a rate of 10% from dividends paid
to non-PRC resident enterprise holders of our H Shares (including [REDACTED]). Non-PRC
resident enterprises that are entitled to be taxed at a reduced rate under an applicable income
tax treaty or arrangement will be required to apply to the PRC tax authorities for a refund of
any amount withheld in excess of the applicable treaty rate, and payment of such refund will
be subject to the PRC tax authorities” approval.

Pursuant to the Arrangement between the Mainland of China and the Hong Kong Special
Administrative Region (the “HKSAR”) for the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with Respect to Taxes on Income (< A LA F 5 4 Il 4 7 IR [ B 7
3F T A5 2k G, B E OB AN B 1 M TR R B 2 HE) ) signed on August 21, 2006, the Chinese
government may impose tax on dividends paid by a Chinese company to a resident of the
HKSAR (including natural person and legal entity), but such tax will not exceed 10% of the
total amount of the dividends payable by the Chinese company. If an HKSAR resident directly
holds 25% or more of the equity interest in a Chinese company, such tax will not exceed 5%
of the total dividends payable by the Chinese company. The Fifth Protocol to the Arrangement
between the Mainland of China and the HKSAR for the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with Respect to Taxes on Income ( << AN 7 i 45 HIl 47 B [ B
i S T A5 2 e B OB R B 1 MR B L PES S TR E &) ) issued by the SAT effective on
December 6, 2019 stipulates that the arrangements or transactions made for the primary
purpose of obtaining the above-mentioned tax benefits are not subject to the above-mentioned
provisions.

Despite the arrangements mentioned above, the PRC tax laws and regulations as well as
the interpretation and application of such laws and regulations may change from time to time
in the future which may adversely affect the value of your [REDACTED] in our
[REDACTED].
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It may be difficult to effect service of process upon us or our Directors, Supervisor or
executive officers who reside in China or to enforce against them in China any judgments
obtained from non-PRC courts.

All of our executive Directors, Supervisors and executive officers reside within China,
and substantially all of our assets are located within China. Similar to the difficulties faced by
most of the countries around the world on effecting service of process and enforcing judgment
obtained from foreign countries, it may be difficult for investors to effect service of process
upon us or our executive Directors, Supervisors and officers inside China or to enforce against
us or them in China any judgments obtained from non-PRC courts.

A judgment of a court of another jurisdiction may be reciprocally recognized or enforced
in the PRC only if the jurisdiction has a treaty with China or if the jurisdiction has been
otherwise deemed by the courts in China to satisfy the requirements for reciprocal recognition,
subject to the satisfaction of other requirements. However, China does not have treaties
providing for the reciprocal recognition and enforcement of judgments of courts of some other
countries and regions. Therefore, recognition and enforcement in China of judgments of a court
in any of these non-PRC jurisdictions in relation to any matter not subject to a binding
arbitration provision may be difficult or impossible.

On July 14, 2006, the Supreme People’s Court of the PRC and Hong Kong entered into
the Arrangement on Reciprocal Recognition and Enforcement of Judgements in Civil and
Commercial Matters by the Courts of the PRC and of the Hong Kong Special Administrative
Region Pursuant to Choice of Court Agreements between Parties Concerned ( B A b Bl 75
YRR A T B i i W AR 0 ) A T T N I s B 1 R SRR HE) ) (the  “2006
Arrangement”). Pursuant to such arrangement, a party with a final 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 the PRC, and vice versa. However, it is subject to the parties in the dispute
agreeing to enter into a choice of court agreement in writing under the 2006 Arrangement. On
January 18, 2019, the Supreme People’s Court of the PRC and Hong Kong entered into the
Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and
Commercial Matters by the Courts of the PRC and of the Hong Kong Special Administrative
Region (KB A b B Hs 45 1l A7 BB i V25 B A EL R AT ANUAT IR Pl 5 AT FI DRI ZHE) ) (the
“2019 Arrangement”), the commencement date of which shall be announced after the Supreme
People’s Court promulgates judicial interpretations and relevant procedures are completed in
Hong Kong. The 2019 Arrangement will supersede the 2006 Arrangement and afford greater
clarity and certainty for reciprocal recognition and enforcement of judgments in civil and
commercial matters. The 2006 Arrangement will remain applicable to a “choice of court
agreement in writing” entered into before the 2019 Arrangement taking effect.
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Any failure to comply with relevant regulations regarding the registration requirements
for employee share incentive plans may subject our share incentive plan participants or
us to fines and other legal or administrative sanctions.

In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign
Exchange Administration for Domestic Individuals Participating in Stock Incentive Plan of
Overseas Publicly Listed Company ( B 55 E A\ 2 BT Ab b 172 ) IRORE I0Bh =t &1 51 e 2
HEAMERA) ) (Hui Fa [2012] No. 7), replacing earlier rules promulgated in 2007.
Pursuant to these rules, PRC citizens and non-PRC citizens who reside in China for a
continuous period of not less than one year and participate in any stock incentive plan of an
overseas publicly listed company, subject to a few exceptions, are required to register with
SAFE through a domestic qualified agent and complete certain other procedures. In addition,
an overseas-entrusted institution must be retained to handle matters in connection with the
exercise or sale of stock options and the purchase or sale of shares and interests. We and our
executive officers and other employees who are PRC citizens or who reside in China for a
continuous period of not less than one year and who have been granted options will be subject
to these regulations when our company becomes an overseas-listed company upon the
completion of the [REDACTED]. Failure to complete SAFE registrations may subject them to
fines, and legal sanctions. In light of the above, we cannot assure you that we will continuously
adopt additional incentive plans for our directors, executive officers and employees under PRC
law.

In addition, SAT 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. We have
obligations to file documents related to employee share options or restricted shares with
relevant tax authorities and to withhold individual income taxes of 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 governmental authorities.

We are subject to environmental protection, fire safety and health and safety laws and
regulations and may be exposed to potential costs for compliance and liabilities, including
consequences of accidental contamination, biological or chemical hazards, or personal
injury.

Our business operations are subject to national and local laws in the jurisdictions in which
we operate, including but not limited to the laws on the treatment and discharge of pollutants
into the environment. The Environmental Protection Law of the PRC ( (" #E A\ B ILAN1 B B35

#7%) ) (the “Environmental Protection Law”), was promulgated and effective on December
26, 1989, and most recently revised on April 24, 2014. Pursuant to the Environmental
Protection Law, construction projects that have environmental impact shall be subject to
environmental impact assessment. Installations for the prevention and control of pollution in
construction projects must be designed, built and commissioned together with the principal
construction plan of the project. Such installations shall not be dismantled or left idle without
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authorization from the competent government agencies. Consequences of violations of the
Environmental Protection Law include warnings, fines, rectification within a time limit, forced
shutdown, or criminal punishment.

Our business operations are also subject to applicable fire safety laws in the PRC. In
accordance with the Fire Prevention Law of the PRC ( {#3E N RALFNEHEGA) ) adopted on
April 29, 1998 and last amended and took effect on April 29, 2021, a special construction
project as provided in the Interim Provisions on the Examination and Acceptance of Fire
Control and Design of Construction Projects ( CEa% LFEIH Bk st 85 &5l E T ATHUE) )
effective from June 1, 2020 shall be subject to fire protection design review before such project
commence construction and shall be subject to fire protection inspection before such project
was put into use. Other construction projects shall be subject to fire protection inspection
recordation, and the competent department of housing and urban-rural development shall
conduct a random fire protection inspection thereof. The constructor or user entity shall apply
to the fire and rescue department of the local people’s government at or above county level for
a fire safety inspection before a public gathering place is put into use or opens for business.

Because the requirements imposed by such laws and regulations may change and more
stringent laws or regulations may be adopted, we may be unable to comply with, or to
accurately predict the potentially substantial cost of complying with, these laws and
regulations. If we fail to comply with environmental protection and fire safety and safety laws
and regulations, we may be subject to various consequences, including substantial fines,
potentially significant monetary damages or suspensions of our business operations, which

may in turn adversely impact our business, financial conditions and results of operations.

In addition, we cannot fully eliminate the risk of accidental personal injury at our
production facilities during our production processes. In the event of any accident, we could
be held liable for damages that, to the extent not covered by existing insurance or
indemnification, which could be burdensome to our business. Other adverse effects could result
from such liability, including reputational damage resulting in the loss of business from
customers. We may also be forced to suspend operations at certain of our affected production
facilities temporarily for investigation and inspection purposes. As a result, any accidental
personal injury could have a material and adverse impact on our business, financial conditions
and results of operations.

If we fail to comply with anti-bribery or anti-money laundering laws, our reputation may
be harmed, and we could be subject to significant penalties and expenses that could have
a material adverse effect on our business, financial conditions and results of operations.

We are subject to the laws governing anti-bribery and anti-money laundering in the PRC.
In the PRC, the Anti-Unfair Competition Law, and provisions of the Criminal Code, prohibit
giving and receiving money or property (which includes cash, proprietary interests and items
of value) to obtain an undue benefit. Further, in the PRC, Anti-Money Laundering Law of the
People’s Republic of the PRC ( {3 N RILHIE [k #4i%) ), promulgated by the Standing
Committee of the National People’s Congress on October 31, 2006 and effective on January 1,
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2007, prohibits money laundering. Our procedures and controls to monitor anti-bribery and
anti-money laundering compliance may fail to protect us from reckless or criminal acts
committed by our employees. If we fail to comply with applicable anti-bribery laws and
anti-money laundering laws, we may be subject to criminal and civil penalties and sanctions
or incur significant expenses, and our reputation could be harmed, all of which could have a
material adverse effect on our business, financial conditions and results of operations.

RISKS RELATING TO THE [REDACTED]

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

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

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

The [REDACTED] of our H Shares may be volatile and could fluctuate widely in
response to factors beyond our control, including general market conditions of the securities
markets in Hong Kong, China, the United States and elsewhere in the world. In particular, the
performance and fluctuation of the market prices of other companies with business operations
located mainly in mainland China that have listed their securities in Hong Kong may affect the
volatility in the price of and [REDACTED] for our H Shares. A number of mainland
China-based companies have listed their securities, and some are in the process of preparing
for listing their securities, in Hong Kong. Some of these companies have experienced
significant volatility, including significant price declines after their initial public offerings. The
trading performances of the securities of these companies at the time of or after their offerings
may affect the overall investor sentiment towards mainland China-based companies listed in
Hong Kong and consequently may impact the trading performance of our H Shares. Pursuant
to the applicable PRC law, within the 12 months following the [REDACTED], all existing
Shareholders (including the [REDACTED] Investors) could not dispose of any of the Shares
held by them. Due to such lock-up requirement, the liquidity and trading volume of the H
Shares in the short term following the [REDACTED] may be significantly affected. These
factors may significantly affect the market price and volatility of our H Shares, regardless of
our actual operating performance.
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Future [REDACTED] of substantial amounts of our H Shares in the public market could
have a material adverse effect on the price of our H Shares and our ability to raise
additional capital in the future.

The [REDACTED] of our H Shares could decline as a result of future [REDACTED] of
a substantial number of our H Shares or other securities relating to our H Shares in the public
market, or the issuance of [REDACTED] or other securities, or the perception that such
[REDACTED)] or issuances may occur. Future [REDACTED], of substantial amounts of our
securities, including any future [REDACTED], could also materially and adversely affect our
ability to raise capital at a specific time and on terms favorable to us. In addition, our
shareholders may experience dilution in their holdings if we issue more securities in the future.
[REDACTED] or shares-linked securities issued by us may also confer rights and privileges
that take priority over those conferred by the H Shares.

You will incur immediate and substantial dilution if the [REDACTED] of our H Shares is
higher than the net tangible asset value per H Share and may experience further dilution
if we issue additional Shares in the future.

The [REDACTED] of the [REDACTED] is higher than the net tangible asset value per
H Share immediately prior to the [REDACTED]. Therefore, purchasers of the [REDACTED]
in the [REDACTED] will experience an immediate dilution in [REDACTED] consolidated
net tangible asset value. There can be no assurance that if we were to immediately liquidate
after the [REDACTED], any assets will be distributed to Shareholders after the creditors’
claims. To expand our business, we may consider [REDACTED] additional Shares in the
future. Purchasers of the [REDACTED] may experience dilution in the net tangible asset value
per Share of their Shares if we issue additional Shares in the future at a price which is lower
than the net tangible asset value per Share at that time.

Certain facts and other statistics in this document with respect to the markets in which
we operate and the jewelry industries are derived from official government sources,
documents, or statements, and may not be accurate, reliable, complete or up to date.

We cannot assure you of the accuracy or completeness of certain facts, forecasts and other
statistics obtained from official government sources, documents, or statements contained in
this document. Certain facts, forecasts and other statistics relating to the jewelry industries
contained in this document, particularly in “Industry Overview”, have been derived from
various public data sources and other independent third-party sources including Frost &
Sullivan. We believe that the sources of the information are appropriate sources for such
information, and we have taken reasonable care in extracting and reproducing such
information. However, information from official government sources, documents, or
statements has not been independently verified by us or any of the Relevant Persons. Any facts,
forecasts, and other statistics from such sources may not be prepared on a comparable basis or
may not be consistent with other sources. Neither we nor the Relevant Persons are responsible
for the accuracy, reliability or completeness of information from such official government
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sources, documents, or statements. For these reasons, you should not place undue reliance on
such information as a basis for making your [REDACTED] in the Shares. You should carefully
consider the importance placed on such information or statistics.

The interests of the Company’s Controlling Shareholders may conflict with the best
interests of its other Shareholders.

Immediately upon the completion of the [REDACTED], without taking into account any
Shares which may be issued pursuant to the exercise of the [REDACTED], our Controlling
Shareholders will, through their voting power at the Shareholders’ meetings and their delegates
on the Board, have significant influence over our business and affairs, including decisions in
respect of mergers or other business combinations, acquisition or disposition of assets,
issuance of additional Shares or other equity securities, timing and amount of dividend
payments, and our management. Our Controlling Shareholders may not act in the best interests
of our minority Shareholders. This concentration of ownership may also discourage, delay or
prevent a change in control of our Company, which could deprive our Shareholders of an
opportunity to receive a premium for the Shares as part of a [REDACTED] of our Company
and may significantly reduce the price of our H Shares.

We have no experience operating as a public company, and we may incur increased costs
as a result of becoming a listed company.

We have no experience conducting our operations as a public company. As a result of the
[REDACTED] on the Hong Kong Stock Exchange, we may face enhanced administrative and
compliance requirements, which may make us incur substantial related costs and expenses that
we did not incur as a private company. We expect rules and regulations applicable to public
companies to increase our accounting, legal and financial compliance costs and to make certain
corporate activities more time-consuming and costly. Our management may be required to
devote substantial time and attention to our public reporting obligations and other compliance
matters. We will evaluate and monitor developments with respect to these rules and
regulations, but we cannot predict or estimate the amount of additional costs we may incur or
the timing of such costs. Our reporting and other compliance obligations as a public company
may place a significant strain on our management, operational and financial resources and
systems for the foreseeable future.

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

This document contains certain statements and information that are “forward-looking”
and uses forward-looking terminology such as “aim”, “anticipate”, “believe”, “continue”,
“could”, “expect”, “estimate”, “intend”, “may”, “plan”, “potential”, “predict”’, “project”,
“propose”, “seek”, “should”, “will”, “would” or similar terms. Those statements include,
among other things, the discussion of our growth strategy and expectations concerning future
operations, liquidity and capital resources. Investors of our H Shares are cautioned that reliance
on any forward-looking statements 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. The uncertainties in this regard include, but are
not limited to, those identified in this section, many of which are not within our control. In light
of these and other uncertainties, the inclusion of forward-looking statements in this document
should not be regarded as representations that our plans or objectives will be achieved and
investors should not place undue reliance on such forward-looking statements. Our Company
does not undertake any obligation to update publicly or release any revisions of any
forward-looking statements, whether as a result of new information, future events or otherwise.
See “Forward-Looking Statements” in this document.

Investors should read the entire document carefully before making an [REDACTED]
decision concerning our H Shares and should not rely on information from other sources,
such as press articles, media or research coverage without carefully considering the risks
and the other information in this document.

There may be, subsequent to the date of this document but prior to the completion of the
[REDACTED], press, media or research analyst coverage regarding us, our business, our
industry and the [REDACTED].

You should rely solely upon the information contained in this document in making your
[REDACTED] decisions regarding the Shares and we do not accept any responsibility for the
accuracy or completeness of the information contained in such press articles, other media or
research analyst reports nor the fairness or the appropriateness of any forecasts, views or
opinions expressed by the press, other media or research analyst regarding the Shares, the
[REDACTED], our business, our industry or us.

We make no representation as to the appropriateness, accuracy, completeness or
reliability of any such information, forecasts, views or opinions expressed or any such
publications. To the extent that such statements, forecasts, views or opinions are inconsistent
or conflict with the information contained in this document, we disclaim them. Accordingly,
prospective investors are cautioned to make their [REDACTED] decisions on the basis of

information contained in this document only and should not rely on any other information.
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In preparation for the [REDACTED], our Company has sought and has been [granted] the
following waivers from strict compliance with the relevant provisions of the Listing Rules and
exemptions from strict compliance with the Companies (Winding Up and Miscellaneous
Provisions) Ordinance:

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rules 8.12 and 19A.15 of the Listing Rules, we must have a sufficient
management presence in Hong Kong. This normally means that at least two of our executive

Directors must be ordinarily resident in Hong Kong.

Our headquarters and most of our business operations are based, managed and conducted
in the PRC. 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 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 Rules
8.12 and 19A.15 of the Listing Rules.

Accordingly, we have applied to the Hong Kong Stock Exchange for, and the Hong Kong
Stock Exchange [has granted] us, a waiver from strict compliance with the requirements under
Rules 8.12 and 19A.15 of the Listing Rules, provided that our Company implements the
following arrangements:

(a) we have appointed Mr. XU Rui (#%#{) and Ms. LI Ching Yi (Z#&14) as our
authorized representatives pursuant to Rule 3.05 of the Listing Rules. The
authorized representatives will act as our Company’s principal channel of
communication with the Hong Kong Stock Exchange. The authorized
representatives will be readily contactable by phone, facsimile and email to
promptly deal with enquiries from the Hong Kong Stock Exchange, and will also be
available to meet with the Hong Kong Stock Exchange to discuss any matter within
a reasonable period of time upon request of the Hong Kong Stock Exchange;

(b) when the Hong Kong Stock Exchange wishes to contact our Directors on any matter,
each of the authorized representatives will have all necessary means to contact all
of our Directors (including our independent non-executive Directors) promptly at all
times. All of our Directors (including our independent non-executive Directors) will
provide their contact information to the authorized representatives when they expect
to travel or are out of office. Our Company will also inform the Hong Kong Stock
Exchange promptly in respect of any changes in the authorized representatives. We
have provided the Hong Kong Stock Exchange with the contact details (i.e. mobile
phone number, office phone number and email address) of all Directors to facilitate
communication with the Hong Kong Stock Exchange;
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(c)

(d)

(e)

all Directors who do not ordinarily reside in Hong Kong possess or can apply for
valid travel documents to visit Hong Kong and can meet with the Hong Kong Stock
Exchange within a reasonable period upon the request of the Hong Kong Stock
Exchange;

we have appointed Rainbow Capital (HK) Limited as our compliance advisor upon
listing pursuant to Rule 3A.19 of the Listing Rules for a period commencing on the
[REDACTED] and ending on the date on which we comply with Rule 13.46 of the
Listing Rules in respect of our financial results for the first full financial year
commencing after the [REDACTED]. Our compliance advisor will have access at
all times to our authorized representatives, our Directors and our senior management
as prescribed by Rule 3A.23 of the Listing Rules, who will act as the additional
channel of communication with the Hong Kong Stock Exchange when the
authorized representatives are not available; and

meetings between the Hong Kong Stock Exchange and our Directors can be arranged
through our authorized representatives or our compliance advisor, or directly with
our Directors within a reasonable time frame.

WAIVER IN RESPECT OF APPOINTMENT OF JOINT COMPANY SECRETARY

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, we must appoint a company

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

experience, is, in the opinion of the Hong Kong Stock Exchange, capable of discharging the

functions of the company secretary. Note 1 to Rule 3.28 of the Listing Rules provides that the

Hong Kong Stock Exchange considers the following academic or professional qualifications to

be acceptable:

(a)

(b)

(c)

a member of The Hong Kong Chartered Governance Institute;

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

a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong).
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Note 2 to Rule 3.28 of the Listing Rules further provides that the Hong Kong Stock
Exchange considers the following factors in assessing the ‘“relevant experience” of the
individual:

(a) length of employment with the issuer and other issuers and the roles he/she played;

(b) familiarity with the Listing Rules and other relevant laws and regulations including
the SFO, the Companies Ordinance, the Companies (Winding Up and Miscellaneous
Provisions) Ordinance and the Takeovers Code;

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

(d) professional qualifications in other jurisdictions.

Pursuant to Chapter 3.10 under the Guide for New Listing Applicants published by the
Stock Exchange, 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 nor Relevant Experience (both as defined
under paragraph 11 of Chapter 3.10 under 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 under 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 can be revoked if there are material breaches of the Listing Rules by the
issuer.

Our Company has appointed Ms. HE Jing ({T&#) as one of our joint company secretaries.
She has extensive experience in board and corporate management matters but presently does
not possess any of the qualifications under Rules 3.28 and 8.17 of the Listing Rules, and may
not be able to solely fulfill the requirements of the Listing Rules. Therefore, we have appointed
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Ms. LI Ching Yi, an associate member of The Chartered Governance Institute (formerly known
as The Institute of Chartered Secretaries and Administrators) in the United Kingdom and The
Hong Kong Chartered Governance Institute (formerly known as The Hong Kong Institute of
Chartered Secretaries), who fully meets the requirements stipulated under Rules 3.28 and 8.17
of the Listing Rules to act as the other joint company secretary and to provide assistance to Ms.
HE Jing for an initial period of three years from the [REDACTED] to enable Ms. HE Jing to
acquire the “relevant experience” under Note 2 to Rule 3.28 of the Listing Rules so as to fully
comply with the requirements set forth under Rules 3.28 and 8.17 of the Listing Rules.

Given Ms. LI Ching Yi’s professional qualification and experience, she will be able to
explain to both Ms. HE Jing and us the relevant requirements under the Listing Rules and other
applicable Hong Kong laws and regulations. Ms. LI Ching Yi will also assist Ms. HE Jing in
organizing Board meetings and Shareholders’ meetings of our Company as well as other
matters of our Company which are incidental to the duties of a company secretary. Ms. HE Jing
is expected to work closely with Ms. LI Ching Yi and will maintain regular contact with Ms.
LI Ching Yi. In addition, Ms. HE Jing will comply with the annual professional training
requirement under Rule 3.29 of the Listing Rules to enhance her knowledge of the Listing
Rules during the three-year period from the [REDACTED]. She will also be assisted by our
compliance advisor and our legal advisors as to the Hong Kong laws on matters in relation to
our ongoing compliance with the Listing Rules and the applicable laws and regulations.

Since Ms. HE Jing does not possess the formal qualifications required of a company
secretary under Rule 3.28 of the Listing Rules, we have applied to the Hong Kong Stock
Exchange for, and the Hong Kong Stock Exchange [has granted], a waiver from strict
compliance with the requirements under Rules 3.28 and 8.17 of the Listing Rules such Ms. HE
Jing may be appointed as a joint company secretary of our Company. The waiver is valid for
an initial period of three years from the [REDACTED] on the conditions that (a) Ms. HE Jing
must be assisted by Ms. LI Ching Yi who possesses the qualifications and experience required
under Rule 3.28 of the Listing Rules; and (b) the waiver will be revoked immediately if and
when Ms. LI Ching Yi ceases to provide assistance to Ms. HE Jing as a joint company secretary
or if there are material breaches of the Listing Rules by our Company.

Before the expiration of the initial three-year period, the qualifications of Ms. HE Jing
will be re-evaluated to determine whether the requirements as stipulated in Rules 3.28 and 8.17
of the Listing Rules can be satisfied and whether the need for ongoing assistance will continue.
We will liaise with the Hong Kong Stock Exchange to enable it to assess whether Ms. HE Jing,
having benefited from the assistance of Ms. LI Ching Yi for the preceding three years, will
have acquired the skills necessary to carry out the duties of a 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.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

DIRECTORS
Name Address Nationality
Executive Directors

Mr. XU Gaoming (%5 ) No. 2-508, 4th Floor, Unit 2 A1l Chinese
Jianguomen Inner Street
Dongcheng District
Beijing
PRC

Mr. FENG Jianjun (#§2%) No. 904, 9th Floor Chinese
Building 104
West Lane Longwang
Tongzhou District

Beijing
PRC
Mr. XU Rui (#:81) No. S20-1 Chinese

AVIC Jade Bay

Economic and Technological
Development Zone

Tonghai Road

Yueyanglou District

Yueyang
Hunan Province
PRC
Mr. JIANG Xia (#8) No. 2404, 24th Floor Chinese

Building 104

West Lane Longwang
Tongzhou District
Beijing

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

Independent Non-executive Directors

Mr. SUN Yijun (fRIRE)

Dr. HE Yurun (i £ i)

Mr. SEE Tak Wah (Jifii &%)

SUPERVISORS

Ms. PENG Liuhua (Hji#E)

Ms. XIAO Yanhui (14 %)

Mr. SUI Wu (F5i)

No. 601, 6th Floor, Unit 12
Tu’er Hutong, Jiaodaokou
Dongcheng District

Beijing

PRC

No. 26, Unit 3, 9th Floor
No. 14 Zizhuyuan Road
Haidian District

Beijing

PRC

19A, Block 2
17 Braemar Hill Road
Hong Kong

No. 404, Unit 6, Building 5,
New World Home
Dongcheng District

Beijing

PRC

No. 102, Unit 4, Building 5
Central Unit

North Lane Donghuashi
Dongcheng District

Beijing

PRC

No. 102, Unit 2, Building 2
Central Unit

North Lane Donghuashi
Dongcheng District

Beijing

PRC

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

For details with respect to our Directors and Supervisors, please refer to the section
headed “Directors, Supervisors and Senior Management” in this document.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

PARTIES INVOLVED IN THE [REDACTED]

Sole Sponsor China Securities (International)
Corporate Finance Company Limited
18th Floor, Two Exchange Square
8 Connaught Place
Central
Hong Kong

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

Legal Advisors to the Company

Legal Advisors to the Sole Sponsor and
[REDACTED]

Auditors and Reporting Accountants

As to Hong Kong and U.S. laws:

O’Melveny & Myers
31/F, AIA Central

1 Connaught Road Central
Hong Kong

As to PRC law:

Global Law Office
20/F Tower 1

China Central Place
No. 81 Jianguo Road
Chaoyang District
Beijing

China

As to Hong Kong and U.S. laws:

Linklaters

11/F, Alexandra House
Chater Road

Central

Hong Kong

As to PRC law:

Haiwen & Partners

20/F, Fortune Financial Center
5 Dong San Huan Central Road
Chaoyang District

Beijing 100020

PRC

Ernst & Young

Certificated Public Accountants
Registered Public Interest Entity Auditor
27/F, One TaiKoo Place

979, King’s Road

Quarry Bay

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

[REDACTED]
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Registered Office Rooms 3-6, 6/F
No. 3 West Building
The Towers at Oriental Plaza
No. 1 Dong Chang’an Avenue
Dongcheng District, Beijing

PRC
Headquarters and Principal Place of Rooms 3-6, 6/F
Business in the PRC No. 3 West Building

The Towers at Oriental Plaza
No. 1 Dong Chang’an Avenue
Dongcheng District, Beijing
PRC

Principal Place of Business in Hong Kong 19th Floor, Golden Centre
188 Des Voeux Road Central
Hong Kong

Company Website www.lphj.com
(Information contained on this website does
not form part of this document)

Joint Company Secretaries Ms. HE Jing (fi#})
No. 201, Unit 2, Building 31,
Second District,
West Lane Yuquan,
Shijingshan District, Beijing,
PRC

Ms. LI Ching Yi (%#18) (ACG HKACG)
19/F, Golden Centre
188 Des Voeux Road Central

Hong Kong
Authorized Representatives Mr. XU Rui (##1)
No. S20-1,

AVIC Jade Bay,

Economic and Technological
Development Zone,

Tonghai Road,

Yueyanglou District,
Yueyang,

Hunan Province,

PRC

Ms. LI Ching Yi (% 18) (ACG HKACG)
19/F, Golden Centre

188 Des Voeux Road Central

Hong Kong
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Audit Committee Dr. HE Yurun (Chairperson)
Mr. SEE Tak Wah
Mr. SUN Yijun

Remuneration and Appraisal Committee Mr. SEE Tak Wah (Chairperson)
Mr. FENG Jianjun
Dr. HE Yurun

Nomination Committee Mr. SUN Yijun (Chairperson)
Mr. XU Gaoming
Dr. HE Yurun

Strategy Committee Mr. XU Gaoming (Chairperson)
Mr. FENG Jianjun
Mr. XU Rui

Compliance Advisor Rainbow Capital (HK) Limited

[REDACTED]

Principal Banks Industrial and Commercial Bank of
China, Beijing Xindongan Branch
1/F 138 Wangfujing Street
Dongcheng District
Beijing
China
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The information and statistics set out in this section and other sections of this
document were extracted from the industry report commissioned by us and
independently prepared by Frost & Sullivan, in connection with the [REDACTED]. In
addition, certain information is based on, or derived or extracted from, among other
sources, publications of different government authorities and internal organizations,
market statistics providers, communications with various PRC government agencies or
other independent third-party sources unless otherwise indicated. We believe that the
sources of such information and statistics are appropriate and have taken reasonable
care in extracting and reproducing such information. We have no reason to believe that
such information and statistics are false or misleading or that any fact has been omitted
that would render such information and statistics false or misleading. Information and
statistics from official government sources, documents, or statements have not been
independently verified by our Company, the Sole Sponsor, [REDACTED] or any of
their respective directors, advisers and affiliates, or any other person or parties
involved in the [REDACTED], and no representation is given as to their accuracy. For
a discussion of the risks relating to our industry, see “Risk Factors” in this document.

OVERVIEW OF JEWELRY MARKET IN THE PRC

Jewelry is a precious natural or artificial material processed for wearing and/or
decoration. Jewelry may be appreciated for its material properties, patterns, or meaningful
symbols. The jewelry market in the PRC witnessed steady growth from RMBS580 billion in
2018 to RMB&820 billion in 2023, representing a CAGR of 7.2% mainly due to the growing
purchasing power and diversified demand for daily wear. Looking forward, due to the growing
purchasing power of PRC citizens, the jewelry market in the PRC is estimated to grow at a
CAGR of 6.8% from 2023 to 2028, reaching a total sales revenue of RMB1,140 billion by the
end of 2028.

Market Size of Jewelry Market in the PRC, by Sales Revenue, 2018-2028E

CAGR 2018-2023 2023-2028E
- [] Market Size of Jewelry Market in the PRC 7.2% 6.8%
RMB Billion
1,200 1 1,103 1,140
og7 1,047
1,000 A 919
820
800 720 719
610 610

600 4 580
400 A
200

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

Source: Gems & Jewelry Trade Association of China, Frost & Sullivan
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By material, jewelry can be classified into gold jewelry, jade jewelry, diamond jewelry,
silver & platinum jewelry, coloured gemstone jewelry, pearl jewelry, and others. The chart
below sets forth the historical and forecasted market size of jewelry market in the PRC, by
material, for the periods indicated.

Market Size of Jewelry Market in the PRC, Breakdown by Material, 2018-2028E

CAGR 2018-2023 2023-2028E
[] Gold 11.0% 9.4%
B sade 7.5% 4.9%
I piamond -4.5% -3.9%
Il silver & Platinum 21.3% -4.0%
B pearl 3.8% 2.1%
I:l Colored Gemstone 6.0% -3.3%
. [] others 2.5% 0.1%
RMB Billion
1,200 4 1,140.5
1,100
1,000 o
900 -
820.0
800 +
200 4 811.0
600 4 580.0
500 -
400
300 +

200 +
100 ~

Source: Gems & Jewelry Trade Association of China, Frost & Sullivan

Gold has been popular for several thousand years in China because of its auspicious
meaning of family prosperity. Further, the nature of gold as a precious metal also makes gold
jewelry of investment value. Gold jewelry has taken up the largest proportion of 63.2% in the
Chinese jewelry market in 2023 due to its enduring cultural significance. The sales revenue of
the gold jewelry market in 2023 was RMB518.0 billion, accounting for 63.2% of the jewelry
market, and is forecasted to reach RMB811.0 billion in 2028, growing at a CAGR of 9.4%. It
is expected that gold jewelry will continue to be the most popular jewelry category among
Chinese consumers in foreseeable future.
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GOLD JEWELRY MARKET IN THE PRC
Introduction

Gold jewelry uses gold as its main raw material. The market size of gold jewelry in terms
of sales revenue experienced an overall growth from RMB308.0 billion in 2018 to RMB518.0
billion in 2023, achieving a CAGR of 11.0%. The outbreak of the COVID-19 pandemic in 2020
and the subsequent control measures hindered the offline sales growth since 2020. Looking
forward, due to the consumption upgrading and the rising of younger consumer group, the gold
jewelry market is expected to continue to grow and reach RMB811.0 billion in 2028 with a
CAGR of 9.4%.

Pure Gold Jewelry

In terms of gold purity level, gold jewelry can be categorized into pure gold (with gold
purity level of 99.0% and above) and K gold (typically referring to alloy made from a mixture
of gold and other metals, in which the gold content equals to or is lower than 22K (91.6%) or
even 18K (75.0%)). The pure gold jewelry market size in 2023 was RMB504.9 billion,
accounting for 97.5% of the gold jewelry market. With the consumption upgrading and the
increasing demand for high-quality gold jewelry products, the pure gold jewelry market size
is expected to further grow to RMB800.5 billion in 2028, accounting for 98.7% of the gold
jewelry market with a CAGR of 9.7%.

The chart below sets forth the historical and forecasted market size of gold jewelry market
in the PRC, by gold purity level, for the periods indicated.

Market Size of Gold Jewelry Market in the PRC, by Sales Revenue, 2018-2028E

CAGR 2018-2023 2023-2028E
I Pure Gold Jewelry 12.3% 9.7%
K gold Jewelry -12.1% -4.3%
Total 11.0% 9.4%
RMB Billion
900 ~
811.0
800 4 769.5
7225
700 A 669.6
607.1
600 -
518.0
500 A
400.3 409.8
400 A
308.0 710.2
300 A
504.9
200 4
100 A
0 - 13.1 12.3 11.5
2023 2024E 2025E 2026E 2027E 2028E

Source: Gems & Jewelry Trade Association of China, China Gold Association, Frost & Sullivan
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Gold Jewelry Processing Techniques

Pure gold jewelry, by processing techniques, can be categorized into heritage gold
jewelry, hard gold jewelry and regular gold jewelry. Heritage gold jewelry is pure gold
featuring cultural designs and processed by special traditional Chinese techniques including
hammering ($#4§), carving (3%/), hollowing (#%%), filigree (fE4%), embedding (&#if%), and
heat treatment of enamels (B&E:). The production of heritage gold jewelry is usually more
expensive and time-consuming than regular gold jewelry since all heritage gold jewelry require
manual work and certain processing steps require the manual work of skilled craftsmen. Hard
gold jewelry, featuring highly resistant and lightweight, is mainly produced in the
electroforming mode, which can improve the hardness and wear resistance of gold by
improving the gold content, pH value, working temperature, organic light agent content, and
stirring speed in the electroforming solution. Regular gold jewelry is pure gold processed by
regular processing techniques including stamping techniques ({#/Ji), embossing techniques (¥
{£), polishing techniques (#17%) and so forth. These techniques nowadays can be entirely
performed by automatic machines. Regular gold jewelry is usually easy to deform and of
homogeneous product types.

The chart below sets forth the historical and forecasted market size of pure gold jewelry
market in the PRC, by processing techniques, for the periods indicated.

Market Size of Pure Gold Jewelry Market in the PRC,
Breakdown by Processing Technique, by Sales Revenue, 2018-2028E

CAGR 2018-2023 2023-2028E
Regular Gold Jewelry 3.6% -1.4%
I Hard Gold Jewelry 15.5% 13.3%
I Heritage Gold Jewelry 64.6% 21.8%
RMB Billion
900 +
800.5
800 -
700 4
267.7

600 -

500

400

300

200

100

0

2018 2023 2028E

Source: Gems & Jewelry Trade Association of China, China Gold Association, Frost & Sullivan
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HERITAGE GOLD JEWELRY MARKET IN THE PRC
Introduction

Heritage gold jewelry refers to a type of pure gold jewelry that combines modern designs
and classic Chinese culture, features matte (MiJt), sandy (B£f)) or other texture of ancient
royal jewelry, and applies at least two Chinese traditional handmade gold crafting techniques
as specified in the group standards published by the China Gold Association. These techniques
mainly include hammering ($E4%), carving (¥Z[), hollowing (#£7%), filigree (fE4%),
embedding (#if%), and heat treatment of enamels (FEEY).

Laopu Gold was the first brand in China to promote the concept of heritage gold jewelry
and one of the earliest to engage in brand-oriented operations for traditional handmade gold
jewelry. Since Laopu Gold promoted the concept in 2009, heritage gold jewelry has started a
prevailing fashion wind in the jewelry market with its exquisite appearance, auspicious
meaning and cultural contents.

With the enhancement of techniques, heritage gold jewelry with embedded diamonds and
gemstones emerged and gradually gained popularity in the market. Pure gold inlay processing
usually requires sophisticated craftsmanship because the greater the gold purity level, the
softer the gold, and the easier it is to scratch or bend the gold during the inlay process.
Meanwhile, unprofessional craftsmanship may cause the inlaid jewelry to be squeezed and
deformed, so the gemstone may loosen and fall off. Currently, the majority of inlay products
on the market are K gold inlay products because the durability of K gold has simplified the
inlay process. Laopu Gold is the first in the market to develop pure gold inlay items, setting
trends in the gold jewelry business, according to Frost & Sullivan.

The chart below sets forth the historical and forecasted market size of heritage gold
jewelry in the PRC for the periods indicated.

Market Size of Heritage Gold Jewelry Market in the PRC,
by Sales Revenue, 2018-2028E

CAGR 2018-2023 2023-2028E
Heritage Gold Jewelry 64.6% 21.8%
RMB Billion
450 1 1.4
400 384.2
350 4 3317
300 1 2783
250 1 219.3
200
157.3
150
100 83.0 973
54.2

50 4 30.4

13.0

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

Source: Gems & Jewelry Trade Association of China, China Gold Association, Frost & Sullivan
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The market size of heritage gold jewelry in terms of sales revenue experienced a sharp
growth from RMB13.0 billion in 2018 to RMB157.3 billion in 2023, achieving a CAGR of
64.6%. Although hindered by the COVID-19 pandemic which had led to some temporary and
regional shutdowns of offline gold jewelry retail stores in China in 2022, the growth of heritage
gold jewelry market stayed positive in 2022, as such pandemic impact was offset by the robust
growth of the market from 2017 to 2022, mainly driven by the increasing popularity of heritage
gold jewelry among young generations, the upgrade of consumer preferences, and the fact that
gold is often regarded as a safe-haven asset when facing uncertainty. Heritage gold jewelry
with auspicious cultural meaning and aesthetic design has caught young customers’ eyes in
recent years. As the main consumer demographic shifts to the younger generation and
consumer preferences upgrade, the heritage gold jewelry market is expected to continue to
grow and reach RMB421.4 billion in 2028 with a CAGR of 21.8% from 2023 to 2028. The
slowdown in the growth of the heritage gold jewelry market from 2023 to 2028, as compared
to that from 2018 to 2023, was primarily because during the period from 2018 to 2023, the
heritage gold jewelry market was at its early stages and the cardinal number of the market size
was relatively small, and therefore had a stronger growth potential with a robust and faster
growth rate; when the heritage gold jewelry market entered the mature stage and its market size
reached a certain level in 2023, a large number of potential customers had already been
reached, which is expected to result in a slowdown in the market growth rate from 2023 to 2028
but during the period, the absolute value of the market size is still expected to witness a robust
growth.

In tier-one cities, the market size of heritage gold jewellery in tier-one cities increased
from RMBS5.1 billion in 2018 to RMB25.1 billion in 2023, representing a CAGR of 37.8% from
2018 to 2023, and is expected to reach RMB62.7 billion in 2028, at a CAGR of 20.1% from
2023 to 2028. The average per capita disposable income of tier-one cities was RMB80,999 in
2023, resulting in high purchasing power and consumption levels.

In new tier-one cities, the market size of heritage gold jewellery market grew at a CAGR
of 72.0% from RMB2.3 billion in 2018 to RMB34.0 billion in 2023, and is expected to reach
RMB98.7 billion in 2028, at a CAGR of 23.7% from 2023 to 2028. The average per capita
disposable income of new tier-one cities was RMB55,921 in 2023, presenting a relatively high
purchasing power of citizens with great growth potential. As the penetration rate of heritage
gold jewelry continues to increase in the new tier-one cities, the market is forecasted to

experience a fast growth in the future.

In the provincial capitals (excluding tier-one and new tier-one cities)*, the market size of
heritage gold jewelry market was approximately RMB13.9 billion in 2023 in the PRC. As the
popularity of heritage gold jewelry increases in these cities, the market size is expected to
reach RMB31.7 billion in 2028, at a CAGR of 17.9% from 2023 to 2028. Though high-end
shopping malls in these cities are still rare, the heritage gold jewelry market still presents great

* Provincial capitals (excluding tier-one and new tier-one cities) include Shenyang, Shijiazhuang, Taiyuan,
Changchun, Harbin, Fuzhou, Nanchang, Jinan, Haikou, Guiyang, Lanzhou, Xining, Huhehaote, Nanning,
Lhasa, Yinchuan, and Urumgqi.
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growth potential in the future since the provincial capitals are the political and economic center
of the whole province, with strong economic strength and potential purchasing power. The
average per capita disposable income of these provincial capitals was RMB41,585 in 2023,
higher than the national average of RMB39,218. Moreover, the number of major competitors
of heritage gold jewelry brands in high-end shopping malls in provincial capital cities are
relatively limited so far, which provides large room and space for new entrants in these cities.

Market Trend and Drivers of Heritage Gold Jewelry Market

Younger consumption groups: Heritage gold jewelry meets both the aesthetic and value
preservation demands of young people. Heritage gold jewelry has started a prevailing fashion
wind in the jewelry market with its exquisite appearance, auspicious meaning, and cultural
contents, and such features are particularly attractive to younger consumption groups. The
young generation will gradually become the main consumption group of heritage gold jewelry
in the future.

More diversified and personalized jewelry products: Chinese consumers are pursuing
more diversified and personalized jewelry. Jewelry products with novel models and unique
cultural connotations will be more popular among consumers. In the future, jewelry brands will
continue to innovate and create product differentiation to win the favour of the whole market.
Moreover, the demand of customized heritage gold jewelry is also surging among the high net
worth population since the craftsmanship of heritage gold jewelry allows for more delicate
designs, which can precisely satisfy customers’ self-expression needs and realize inner feelings

through creative designs.

Integration of gold and other precious material: With the improvement of technologies,
gold jewelry brands will continuously innovate more heritage gold products integrated with
other precious materials, such as diamonds, turquoises, pearls, and coloured gemstones. For
instance, heritage gold jewelry with embedded diamonds combines traditional and modern
aesthetics, making it a hit once the products were launched in the market. More innovations and
attempts at material combination will be proposed in the future with continuous technology
enhancement.

Growing popularity of “China Chic”: In recent years, with the rising popularity of
“China Chic” among young people, more and more young generations are paying attention to
traditional Chinese brands. Heritage gold jewelry is well-designed with abundant cultural
contents and delicate craftsmanship, which has been considered as one of the representatives
of Chinese traditional culture. Heritage gold jewelry brands are winning the high-end Chinese
jewelry market, where foreign jewelry brands reigned unchallenged for a long time. With the
surge in young consumers’ interest in domestic brands and products that incorporate Chinese

traditional crafts and culture, the heritage gold jewelry market is expected to grow.
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Opportunities and Challenges of Heritage Gold Jewelry Industry

With the consumption upgrading and the increasing demand for high-quality, diversified,
personalized gold jewelry products from consumers, the heritage gold jewelry market is
expected to grow rapidly. In addition, with the popularization of the Internet and the increasing
acceptance of online shopping by consumers, jewelry companies are also actively expanding
their online sales and promotion channels, bringing more opportunities to the heritage gold
jewelry market.

However, the competition in the gold jewelry market is fierce. Gold jewelry brands need
to continuously improve product quality and service levels to attract and retain consumers.
Gold jewelry brands need to build brand images and create connections between brands and
targeted customers. In addition, the homogenization of design, production, and marketing has
begun to emerge in the heritage gold jewelry market. Gold jewelry brands need to constantly
follow up on new technologies and innovate new product formats to meet consumers’ demands
for high-quality and personalized products and establish brand barriers.

COMPETITIVE LANDSCAPE

In the heritage gold jewelry market, Laopu Gold took up a share of 2.0% in terms of
revenue from the sale of heritage gold jewelry in 2023. The market size of heritage gold
jewelry in the PRC was RMB157.3 billion in 2023. The aggregate revenue of heritage gold
jewelry products generated from the top five gold jewelry brands was approximately RMB72.4
billion with a share of 46.1% in the entire market. In terms of revenue, Laopu Gold ranked
seventh in the heritage gold jewelry market in the PRC. Among the top ten players in heritage
gold jewelry market, Laopu Gold is the only brand that focuses on heritage gold jewelry
products and one of the only three brands that adopt a self-operation model for all offline
stores.

The following table sets forth respective estimated revenue generated from sales of
heritage gold jewelry products and market share of each of such top five heritage gold jewelry

brands as well as Laopu Gold in 2023:

Top Five Heritage Gold Jewelry Brands in terms of Revenue from Sales of Heritage Gold
Jewelry in the PRC in 2023

Estimated Heritage

Ranking Company Gold Jewelry Revenue Market Share
(RMB billion) (%)
..., Company A" 31.0 19.7
2. ... Company B® 17.3 11.0
3., Company C® 9.1 5.8
4... ... Company D™ 8.6 5.7
5...... Company E® 6.1 3.9
Subtotal 72.4 46.1
T.o..... Laopu Gold 3.2 2.0

Source: Annual Reports of Listed Companies, Frost & Sullivan
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Notes:

(I) Company A is a leading jewelry brand in the PRC established in 1929 with 7,655 offline stores in 2022. It
mainly engages in the sale of gem-set jewelry, platinum/karat gold products, gold products, and watches. It is
a listed company on Hong Kong Stock Exchange, and its total revenue was estimated RMB105.5 billion in
2023.

(2)  Established in 1848, Company B is one of the Chinese time-honored brands in the PRC with 5,994 offline
stores in 2023. It mainly engages in the jewelry and gold business, stationery and art craft. It is a listed
company on Shanghai Stock Exchange, and its total revenue was RMB71.4 billion in 2023 according to its
annual report.

(3) Company C is a leading gold jewelry company in the PRC established in 2010 with 4,257 offline stores in
2023. It mainly engages in the sales of gold jewelry and processing of gold bullion. It is a listed company on
Shanghai Stock Exchange, and its total revenue was RMB56.4 billion in 2023 according to its annual report.

(4) Company D is a comprehensive group in the PRC established in 1987 with 4,994 offline stores in 2023. It
mainly engages in the business of jewelry and fashion, food and beverage, beauty and health, watches,
department stores, etc. It is a listed company on Shanghai Stock Exchange, and its total revenue was RMB58.1
billion in 2023 according to its annual report.

(5) Company E is one of the leading gold jewelry brands in the PRC established in 2000 with 2,852 offline stores
in 2023. It mainly engages in the processing, retailing, and recycling of gold jewelry products. It is a non-listed
company.

In the gold jewelry market, Laopu Gold ranked first in terms of single-store revenue in
each of 2022 and 2023 among major gold jewelry brands in China. The market size of gold
jewelry in the PRC was RMB518.0 billion in 2023. Laopu Gold took up a share of 0.6% in the
gold jewelry market in the PRC in 2023.

Although the competition of heritage gold jewelry market is fierce, Laopu Gold excels in
brand positioning, product themes, and sales network by implementing a differentiated
business strategy. The diagram below showcases the competitive landscape of the top five
heritage gold jewelry brands in terms of revenue from the sales of heritage gold jewelry in the
PRC in 2023 and the distinctive market position of Laopu Gold:

Competitive Layout of Laopu Gold and the Top Five Heritage Gold Jewelry Brands in
Terms of Revenue from the Sales of Heritage Gold Jewelry in the PRC (2023)

Revenue per Store

(RMB Million)
110
® Laopu Gold
100 4
90 A
80 4
70 A
60 4
50 A
40 1
30
20 1 Company C
10 4 Company E C any B Company A
Company D ompany Estimated Heritage Gold
0 _— - h Jewelry Revenue
0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 27 28 29 30 31 (RMB Billion)

Source: Annual Reports of Listed Companies, Frost & Sullivan
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Notes:
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N

The single-store revenue is the total jewelry revenue of the company divided by the number of jewelry stores.
As compared to Company A, B, C, D and E, Laopu Gold had exceptionally high single-store revenue, primarily
because it achieved outstanding sales performance with far less retail stores compared to its peers, given that
the Company adopted a fully self-operation business model and mainly operated retail stores in high-end
shopping malls and/or local reputable commercial centers in top-tier cities where the customers have higher
spending power, while its peers opened retail stores in a number far exceeding the Company’s, comprising both
self-operated stores and franchise stores in both top-tier cities and lower-tier cities, even including tier-three
and tier-four cities.

Company A is a leading jewelry brand in the PRC established in 1929 with 7,885 offline stores in 2023. It
mainly engages in the sale of gem-set jewelry, platinum/karat gold products, gold products, and watches. It is
a listed company on Hong Kong Stock Exchange, and its total revenue was estimated RMB105.5 billion in
2023.

Established in 1848, Company B is one of the Chinese time-honoured brands in the PRC with 5,994 offline
stores in 2023. It mainly engages in the jewelry and gold business, stationery and art craft. It is a listed
company on Shanghai Stock Exchange, and its total revenue was RMB71.4 billion in 2023 according to its
annual report.

Company C is a leading gold jewelry company in the PRC established in 2010 with 4,257 offline stores in
2023. It mainly engages in the sales of gold jewelry and processing of gold bullion. It is a listed company on
Shanghai Stock Exchange, and its total revenue was RMB56.4 billion in 2023 according to its annual report.

Company D is a comprehensive group in the PRC established in 1987 with 4,994 offline stores in 2023. It
mainly engages in the business of jewelry and fashion, food and beverage, beauty and health, watches,
department stores, etc. It is a listed company on Shanghai Stock Exchange, and its total revenue was RMBS58.1
billion in 2023 according to its annual report.

Company E is one of the leading gold jewelry brands in the PRC established in 2000 with 2,852 offline stores
in 2023. It mainly engages in the processing, retailing, and recycling of gold jewelry products. It is a non-listed
company.

Company A, B, C, D, and E were the top five players in heritage gold jewelry market in terms of heritage gold

jewelry revenue in 2022 in China. The market share of Company A, B, C, D and E in terms of revenue from
sales of heritage gold jewelry in the PRC in 2023 was 19.7%, 11.0%, 5.8%, 5.7%, and 3.9% respectively.

In addition, the location of stores is vital to brand positioning. The coverage rate of Laopu

Gold in the top ten high-end shopping malls in the PRC was 80% as of April 2024, ranked first
among Chinese gold jewelry brands. The chart below provides an overview of coverage rate

of key jewelry brands in the top ten high-end shopping malls in the PRC:

Jewelry Brands Coverage Rate of Key Jewelry brands in

Top Ten High-end Shopping Malls in the
PRC as of April 2024

1 BVLGARI 100%

2 Cartier, Van Cleef & Arpels, Fred 90%
Laopu Gold, CHOW TAI FOOK, Tiffany,

3 80%
Chaumet

4 CHOW SANG SANG 70%

Qeelin, Hefang Jewelry, Boucheron, APM
5 Monaco 60%

Source: Public Data, Frost & Sullivan
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Note:

A shopping mall is considered “high-end” if it meets the required premium luxury brands matrix, that is, the
specific shopping mall has at least three brands of the top five luxury fashion brands, which were obtained by
combining multiple luxury brand ranking lists, including the Top 10 Most Popular Luxury Brands Online in
2023 published by Forbes (an American business magazine focusing on business, investing, technology,
entrepreneurship, leadership, and lifestyle), the Most Popular Luxury Brands Online published by LUXE
digital (a digital magazine focusing on luxury fashion, travel, culture, and business), and LUXURY &
PREMIUM 2023 RANKING published by Brand Finance (a brand valuation and strategy consultancy that
publishes global brand rankings each year in various sectors). Top ten high-end shopping malls in the PRC are
Beijing SKP, Nanjing Deji Plaza, Beijing China World Mall, Shanghai IFC Mall, Shanghai Hang Lung Plaza,
Hangzhou Tower, Hangzhou MixC Mall, Xi’an SKP, Guangzhou TaiKoo Hui, and Chengdu IFS, according to
Frost & Sullivan.

The tables below set forth the top three gold jewelry brands’ presence in high-end

shopping malls as of April 2024 in tier-one cities and new tier one cities, respectively:

Coverage rate of high-
end shopping malls in

Gold Jewelry Brands tier-one cities
1... CHOW TAI FOOK/CHOW SANG SANG 100%
... Laopu Gold 50%
3 ... Caibai 25%

Coverage rate of high-
end shopping malls in

Gold Jewelry Brands new tier-one cities
1... CHOW TAI FOOK 66.7%
... CHOW SANG SANG 60.0%
3 ... Laopu Gold 33.3%

Source: Public information and official websites of each brand, Frost & Sullivan.

Note:

Coverage rate of high-end shopping malls in the relevant tier of cities is the number of cities the brand
has covered in the high-end shopping mall divided by the total number of cities in that tier. For instance,
in tier-one cities, Laopu Gold has presence in Beijing and Shanghai’s high-end shopping mall, and the
coverage rate is two cities divided by the total number of tier-one cities (four), which is 50%.
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PRICE TRENDS OF MAJOR RAW MATERIALS

The finest gold traded on the Shanghai Gold Exchange (Au9999) and diamonds are major
raw materials of Laopu Gold’s products.

Price Trends of Gold (Au9999) in the PRC

RMB/g
—o— Au9999
500 - 4499

387.4 3922
400 4 Pl 374.5

3127 e
300 ;271.1

200 A

100 A

0
2018 2019 2020 2021 2022 2023
Source: Shanghai Gold Exchange, Frost & Sullivan

The gold price in the PRC is positively correlated with the international gold price, and
most of the gold prices at international markets are USD-dominated. The gold price in the PRC
is higher than the international gold price because the domestic market is in supply shortage
and thus imports a large amount of gold, which adds the cost of physical delivery, warehousing,
local taxation, conversion of local currency to USD, etc., to the spot price. The growth of
products selling price of Laopu Gold is generally in line with upward trend of gold price in the
PRC.

The average annual spot price for Au9999 in the PRC experienced a general upward trend,
which increased from RMB271.1/g in 2018 to RMB449.9/g in 2023 due to several factors,
including the volatility in the global political and economic environment, the strong demand
for gold, particularly with the jewelry industry. Especially in 2020, due to the outbreak of
COVID-19, the international economic environment was faced with much uncertainty. As a
safe-haven asset, gold was welcomed by investors. Furthermore, the geopolitical conflict and
the rising inflation have pushed up demand for gold to hedge risks, and the spot price hit a
record high of RMB449.9/g in 2023.

For gold jewelry companies, the rise in gold price indicates that the inventory value of a
gold jewelry company rises accordingly. In addition, the continuous rise in the gold price will
motivate consumers’ investment enthusiasm, promoting the demand for gold jewelry products.
Driven by customers’ “buy on the upside” philosophy for gold, the demand for gold jewelry is

likely to increase with the rising gold price.
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Price Index of Global Diamonds, 2018-2023
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Source: Diamond Search Engine, Frost & Sullivan

Most of the raw diamonds are mined in Russia, Australia, Canada, South Africa, etc.
Affected by the Russia-Ukraine War, Russia, one of the world’s largest diamond exporting
countries, was sanctioned by the United States and Europe, resulting in a shortage of global
diamond supply since the first quarter of 2022. Although diamond prices have increased since
short-term shortage, the diamond prices went down in 2023 is due to the rapid development of
the lab-grown diamonds (LGD), which can be massively produced and sell at a lower price.

HERITAGE GOLD JEWELRY MARKET IN HONG KONG AND MACAU

In Hong Kong and Macau, there’s a deep-rooted cultural appreciation for traditional gold
jewelry. This affinity is not merely for its aesthetic value but also for its symbolic significance.
Gold jewelry is often regarded as a symbol of wealth, prosperity, and good fortune, making it
highly valued in the local culture. Besides, tourists, particularly from the PRC, are a crucial
driver for the heritage gold jewelry market in Hong Kong and Macau as the pricing of heritage
gold jewelry in Hong Kong and Macau is more favorable compared to the PRC. In Hong Kong
and Macau, the leading heritage gold jewelry brands are Chow Tai Fook, Luk Fook, and Chow
Sang Sang. Both heritage gold jewelry markets in Hong Kong and Macau are relatively
concentrated due to local advantages and accumulated good reputation of local brands. The size
of heritage gold jewelry market is HKD13.9 billion and HKD4.5 billion in Hong Kong and
Macau in 2023, and is expected to grow with a CAGR of 16.0% and 19.3% from 2023 to 2028,
respectively.

HERITAGE GOLD JEWELRY MARKET IN SINGAPORE

Given that the majority of Singapore’s people are ethnically Chinese, Singapore’s fashion
trends are profoundly influenced by Chinese market. With the popularity of heritage gold
jewelry in China, Singaporean consumers have also begun to pay attention to this exquisite and
culturally rich gold jewelry product influenced by the widespread dissemination of Internet
platforms. Besides, due to the high quality, elegant design, and exquisite traditional Chinese
craftsmanship of heritage gold, major gold jewelry companies in Singapore have successively
launched the heritage gold product series in recent years to attract consumers. The heritage
gold jewelry market in Singapore is relatively concentrated with leading gold jewelry brands,
including SK Jewelry, Chow Tai Fook, and POH HENG Jewelry. The heritage gold jewelry
market in Singapore has been emerging in recent years, with a market size of USD85.8 million
in 2023, and it is expected to grow with a CAGR of 23.4% from 2023 to 2028.
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HERITAGE GOLD JEWELRY MARKET IN OTHER ASIAN CITIES (TOKYO,
BANGKOK, KUALA LUMPUR)

The heritage gold jewelry market is also emerging in other Asian cities such as Tokyo,
Bangkok, and Kuala Lumpur, with a fast-developing economy and local residents’ favor of
exquisite gold jewelry. The total market size of heritage gold jewelry in Tokyo, Bangkok, and
Kuala Lumpur was USD28.6 million in 2023, and it is expected to reach USD58.4 million in
2028, at a CAGR of 15.4% from 2023 to 2028 as the fast expansion of China’s gold jewelry
brands in these cities.

Japan has similar cultural customs to China. In 2023, approximately 8.7 million Chinese
tourists visited Japan, making up approximately 34.5% of all foreign tourists in Japan. The
heritage gold jewelry originating from China is in its early stages of development in Japan. The
market size of heritage gold jewelry in Tokyo was USD5.6 million in 2023, and it is expected
to reach USD11.0 million in 2028, at a CAGR of 14.5% from 2023 to 2028. Heritage gold
jewelry is renowned for its exquisite craftsmanship and rich cultural connotations, and
currently, the main player in the heritage gold jewelry market in Tokyo is Chow Tai Fook.

Consumers in Thailand are also fond of gold jewelry. Deeply influenced by religion and
traditional culture, consumers in Thailand believe that gold can bring good luck and wealth,
and they also consider gold jewelry as a way of investment and preservation. In 2023, about
2.7 million Chinese tourists visited Thailand, making up approximately 10% of all foreign
tourists in Thailand. In 2020, GDP per capita of Thailand was USD7.2 thousand, and it further
rose to USD7.8 thousand in 2023, with a CAGR of 2.7% from 2020 to 2023 with stable
economic growth in Thailand. The gold jewelry market in Thailand is very prosperous.
However, the market size of heritage gold jewelry from China is still relatively small. The
market size of heritage gold jewelry in Bangkok was USD6.5 million in 2023, and it is
expected to reach USD13.0 million in 2028, at a CAGR of 15.0% from 2023 to 2028. The main
player of heritage gold jewelry market in Bangkok is Chow Tai Fook.

Malaysian Chinese accounts for about one-fifth of the Malaysian population, and
Malaysia’s cultural traditions are also deeply influenced by Chinese culture, which has led to
Malaysians’ favor of gold. In 2023, approximately 190,000 Chinese tourists visited Malaysia,
accounting for approximately 10.8% of all foreign tourists in Malaysia. In 2020, GDP per
capita of Malaysia was USD10.4 thousand, and it further rose to USD13.0 thousand in 2023,
with a CAGR of 7.7% from 2020 to 2023, indicating a continuous increase in consumer power.
With the increasing demand for gold investment, the size of Malaysia’s gold jewelry market
is also growing rapidly. However, Malaysia’s market for heritage gold jewelry is still relatively
small. The market size of heritage gold jewelry in Kuala Lumpur was USD16.5 million in
2023, and it is expected to reach USD34.4 million in 2028, at a CAGR of 15.9% from 2023
to 2028. Currently, the main player of heritage gold jewelry market in Kuala Lumpur is Chow
Tai Fook.
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ENTRY BARRIERS OF HERITAGE GOLD JEWELRY MARKET

Brand barriers: Brand awareness and brand scale are the assurance of consumers’
confidence in product quality and related services, especially for the heritage gold jewelry
brands positioning at high-end. Strong brand images usually represent recognition from
customers. However, the formation of brand image and awareness results from long-term
shaping, management, and investment of gold jewelry companies. It is a great challenge for
new entrants in the industry to form a brand image in a short time.

Product design barriers: Chinese consumers nowadays attach great importance to
heritage gold jewelry products’ quality, design, and cultural connotation. The gold jewelry
company’s ability to have instant insight into what is trendy in the market and launch a new
product line is crucial, which depends on a strong design team and efficient product design and
production system. However, building a professional design team takes time, and the classic
design of top gold jewelry brands has taken root in public, making it difficult for a start-up to
launch well-recognized products shortly.

Sales channels barriers: 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. For high-end brands, grabbing high
net-worth clients in top luxury shopping malls is crucial, which often have high entry barriers.
However, the build-up of sales channels and the management ability imposes a great challenge
on the new entrants in the gold jewelry market.

Financial barriers: The heritage gold jewelry industry needs a significant amount of
capital investment from raw material procurement in the upstream reaches to production and
processing in the midstream reaches to the establishment of a sales network in the downstream.
Moreover, the initial financial investment for the raw materials involving gold, diamond, and
other precious metals is enormous. As a result, new entrants to the industry face high barriers
to capital.

DIRECTORS’ CONFIRMATION

Our Directors confirm that, after making reasonable inquiries, there is no material adverse
change in the market information since the date of the Frost & Sullivan Report, which may
qualify, contradict, misrepresent or otherwise adversely affect the accuracy and completeness
of the information in this section in material respects.
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SOURCE OF INFORMATION

In connection with the [REDACTED], we have engaged Frost & Sullivan to conduct a
detailed analysis and prepare a market research report on the gold jewelry market in the PRC.
Frost & Sullivan is an independent global market research and consulting company which was
founded in 1961 and is based in the U.S. Services provided by Frost & Sullivan include market
assessments, competitive benchmarking, and strategic and market planning for a variety of
industries. The agreed fee paid to Frost & Sullivan for the preparation and use of the Frost &
Sullivan Report is RMB500,000. The payment of such amount was not contingent upon our
successful [REDACTED] or on the results of the Frost & Sullivan Report. Except for the Frost
& Sullivan Report, we did not commission any other market research report in connection with
the [REDACTED]. We have included certain information from the Frost & Sullivan Report in
this document because we believe such information facilitates an understanding of the gold
jewelry market for potential investors. Unless otherwise indicated, market estimates or
forecasts in this section represent Frost & Sullivan’s view on the future development of the
gold jewelry market.

In preparing the Frost & Sullivan Report, Frost & Sullivan has relied on its in-house
database, independent third-party reports, and publicly available data from reputable industry
organizations. Where necessary, Frost & Sullivan contacts companies operating in the industry
to gather and synthesize information in relation to the market, prices, and other relevant
information. Frost & Sullivan has exercised due care in collecting and reviewing the
information so collected and believes that the basic assumptions used in preparing the Frost &
Sullivan Report, including those used to make future projections, are factual, correct, and not
misleading. Frost & Sullivan has independently analysed the information, but the accuracy of
the conclusions of its review largely relies on the accuracy of the information collected. In
compiling and preparing the research, Frost & Sullivan assumed that the social, economic, and
political environments in the relevant markets are likely to remain stable in the forecast period,
which ensures the stable and healthy development of the gold jewelry market. In addition, Frost
& Sullivan has developed its forecast on the following bases and assumptions: (i) the economy
in the global range is likely to maintain stable growth in the next decade, and (ii) the gold
jewelry market is expected to grow based on the macroeconomic assumptions of the economy.
Frost & Sullivan’s research may be affected by the accuracy of these assumptions and the
choice of these primary and secondary sources. Except as otherwise noted, all data and

forecasts in this section come from the Frost & Sullivan Report.
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This section sets out an overview of the current laws and regulations applicable to the
Group in the PRC, Hong Kong and Macau that may materially affect the Group and its
operations. The principal objective of this summary is to provide potential investors with an
overview of the key laws and regulations applicable to the Group.

This summary does not purport to be a comprehensive description of all the laws and
regulations applicable to the business and operations of the Group and/or which may be
important to potential investors.

THE PRC
Laws and Regulations Relating to Foreign Investment

According to the PRC’s Foreign Investment Law ( (H#E A RILFE S E ) ) and
the Implementation Rules for the Foreign Investment Law of the PRC ( (% A\ R ILFNE 40 ps
PEILEEMMHI) ) both effective from January 1, 2020, “foreign investment” in China
includes activities by foreign individuals, enterprises, or organizations. The law implements
pre-entry national treatment and a negative list system. Pre-entry national treatment ensures
equal treatment for foreign and domestic investors during investment entry. The negative list
outlines sectors where foreign investment is restricted or prohibited. Investments, profits, and
rights of foreign investors are protected by law. National policies supporting enterprise
development apply to foreign-funded enterprises. Foreign-funded enterprises have equal
participation in standard formulation, with enhanced information disclosure and social
supervision. They can engage in government procurement through fair competition, ensuring
equal treatment for their products and services. Expropriation of overseas investments is
generally prohibited, except under special circumstances.

According to the Measures for Reporting Foreign Investment Information ( (/M &fF
BEHHEL) ) issued by MOFCOM and State Administration for Market Regulation on
December 30, 2019, effective from January 1, 2020, foreign investors engaging in China’s
investment activities must submit information to commerce authorities. Reports must be
truthful, accurate, and complete, avoiding false or misleading information and major
omissions.

According to the 2022 version of the Catalog of Industries Encouraging Foreign
Investment ( CEEEN/MGILEAEZER Bk (20224FH) ) ) issued by NDRC and MOFCOM on
October 26, 2022, effective from January 1, 2023, and the 2021 Edition of the Special
Administrative Measures (Negative List) for the Access of Foreign Investment ( CHMRERE UE
AFFAIE RS (RRVEE)  (20214F6) ) ) (“Negative List”) promulgated on December
27,2021, effective from January 1, 2022, foreign investment in China falls into the Encouraged
Industry Catalog and the Negative List. The Negative List is further categorized into the
“Catalog of Restricted Foreign Investment Industries” and the “Catalog of Prohibited Foreign
Investment Industries”. Industries not on the Negative List are permitted for foreign
investment. Foreign investors are encouraged to invest in areas like integrated circuit design,
manufacturing of integrated circuit packaging and testing equipment, and new electronic
components manufacturing in China.
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As per the Measures for the Security Review of Foreign Investment ( (M &% 2%
) ) announced by NDRC and MOFCOM on December 19, 2022, effective from January
18, 2021, foreign investments impacting national security undergo review. The State has set up
a mechanism overseeing these reviews, organizing and guiding the process. Investors in
defense, military-related, agricultural, energy, manufacturing, infrastructure, transportation,
cultural, information technology, Internet, financial sectors, and key technologies, gaining
control over enterprises, must apply for security review beforehand.

Laws and Regulations Relating to Overseas Listing

On February 17, 2023, the CSRC promulgated Trial Administrative Measures of Overseas
Securities Offering and Listing by Domestic Companies (“the Overseas Listing Trial
Measures”) and five relevant guidelines, which became effective on March 31, 2023.
Meanwhile, the Special Provisions of the State Council for the Share Offerings and Listings
Overseas of Joint Stock Limited Companies ( <[BI%5 Bt B A A0 A PR RIS S SRR Ay S b7l
MIFFAIELE ) ) and the Circular of the State Council Concerning Further Strengthening the
Administration of Share Issuance and Listing Overseas ( < BI%5Be B A #E— 25 il i 72 55 A 88 4 7
JE SN BT BERYEAT) ), which were previously the main institutional basis for overseas
offering and listing by domestic enterprises, were repealed on March 31, 2023.

According to the Overseas Listing Trial Measures, PRC domestic enterprises which seek
to issue and list securities in overseas markets by direct or indirect means are required to
complete the filing procedures with and submit relevant materials to the CSRC. The Overseas
Listing Trial Measures provides that an overseas offering and listing is prohibited if there is
one of the following circumstances: (i) the listing is specifically prohibited for financing
purposes by laws, administrative regulations, or applicable requirements imposed by the
country; (ii) the overseas offering and listing might endanger national security as reviewed and
determined by competent authorities under the State Council in accordance with relevant laws;
(ii1) the domestic enterprise or its controlling shareholders and de facto controllers have
committed corruption, bribery, embezzlement, misappropriation of property, or other criminal
offenses disruptive to the order of the socialist market economy in recent three years; (iv) the
domestic enterprise is currently under judicial investigations for suspicion of criminal offenses
or materially breaching laws or regulations, where no definitive conclusions have been
reached; or (v) there are material ownership disputes with respect to equity interests held by
controlling shareholders or equity interests held by other shareholders controlled by controlling
shareholders and/or de facto controllers.

The Overseas Listing Trial Measures also provides that if the issuer meets both the
following criteria, the overseas securities offering and listing conducted by such issuer will be
deemed as an indirect overseas offering and listing by PRC domestic enterprises: (i) the amount
of any of the operating revenue, total profit, total assets or net assets of the domestic enterprise
represents over 50% of that of the relevant item in the issuer’s audited consolidated financial
statements for the most recent fiscal year; and (ii) the main parts of the issuer’s business
activities are conducted in mainland China, or its principal place of business is located in
mainland China, or the majority of senior management in charge of its business operations and
management are PRC citizens or have their usual place of residence located in mainland China.
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Where an issuer submits an application for an initial public offering to competent overseas
regulators, such issuer must file with the CSRC within three business days after such
application is submitted. The Overseas Listing Trial Measures also requires subsequent reports
to be filed with the CSRC on material events, such as a change of control or voluntary or forced
delisting of the issuer who has completed an overseas offering and listing.

To enhance confidentiality and archive management for domestic enterprises’ overseas
offerings and listings, CSRC, MOF, National Administration of State Secrets Protection, and
National Archives Administration revised regulations. The updated Provisions on
Strengthening Confidentiality and Archives Administration Concerning Overseas Securities
Offerings and Listings (CSRC Announcement [2009] No. 29) ( BN £ 58 S5 47 76 75 Bl
BRI ARE RE I AR E)  EEEAE[2009]299%) ) were replaced with the
Provisions on Strengthening Confidentiality and Archives Administration Concerning
Overseas Securities Offerings and Listings by Domestic Enterprises (CSRC Announcement
[2023] No. 44) ( BRI 5 A4 S5 S AT a6 2 A _E T AH BR ORS8RI T AR O e )

(FEEE /A 445[2023]44%%) ) on February 24, 2023. These provisions now cover domestic joint
stock companies directly listing overseas and entities indirectly listing abroad. They outline
procedural requirements and specify enterprises’ confidentiality responsibilities and
accounting archives administration, in alignment with the Overseas Listing Trial Measures.

Regulations Related to the Gold Jewelry Industry

Gold Production and Sales Qualification Requirement Criteria for Gold Production and

Sales Qualifications

In 2003, China implemented the Decision of the State Council Regarding the Cancelation
of the Second Batch of Administrative Approval Items and Amendment to the Management
Method of Certain Administrative Approval Items ( BB B i BUH 58 —HEA T EUEHEIE H
s — AT B L TE H A H O SR P2 ) ). This decision marked the official elimination of
the approval system by the PBOC for gold production, processing, and circulation. This
included the abolishment of the following approvals: (i) gold purchase permits; (ii) approvals
for gold product production, processing, and wholesale businesses; (iii) approvals for gold
supply; and (iv) approvals for gold product retail businesses.

Regulations on the Controlling of the Import and Export of Gold and Gold Products
Foreign Trade

According to the Foreign Trade Law of the PRC ( (3 ANRILFEIHEINE 55i5) )
(“Foreign Trade Law”), which was promulgated by the Standing Committee of the National
People’s Congress (“SCNPC”) on May 12, 1994, and subsequently amended on December 30,
2022, foreign trade operators have been exempt from the registration requirement since
December 30, 2022. The amended law grants the PRC government the authority to allow the
free import and export of commodities and technologies, except where specified otherwise by
other laws and administrative regulations.
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Prior to the amendment on December 30, 2022, under the earlier version of the Foreign
Trade Law, foreign trade operators engaged in the import and export of commodities or
technologies were obligated to apply for registration with the foreign trade authorities under
the State Council or their delegated agencies for record-keeping purposes. This registration
requirement was mandatory, unless exempted by other applicable laws, administrative
regulations, or stipulations set forth by the foreign trade authorities under the State Council.
Failure to comply with these provisions meant that the Customs Department would not proceed
with customs clearance for imported or exported commodities.

Import and Export Licensing System for Gold and Gold Products

In accordance with the relevant provisions outlined in the Administrative Regulations on
Gold and Silver of the PRC ( (¥ A\ RILANE 48R HAA]) ) and the Measures for the
Administration of the Import and Export of Gold and Gold Products ( ¥4 M w4 B 5 4
FAEFEHEL) ) (the “Measures™), a permit system has been established for the import and
export of gold and gold products. In this context, “gold” refers to unforged gold, while “gold
products” encompass semi-manufactured gold and manufactured gold products, among others.
The PBOC is authorized to grant restrictive approval on the quantity of gold and gold products
to be imported and exported, aligning with the macroeconomic regulation and control needs of
the State.

According to the Measures, a domestic enterprise intending to import gold products is
required to apply for and obtain approval from the PBOC, provided that the enterprise has no
illegal or irregular activities related to import of gold products within the past 2 years, and
meets one of the following conditions: (i) if the applicant is an enterprise that produces,
processes or uses gold products, it shall have necessary production sites, facilities and
equipment, meet national standards of pollutant emissions, and have tax payment record of no
less than RMB1 million taxes per year for three consecutive years; (ii) if the applicant is a
foreign trade operation enterprise managed by an authorized economic operator (enterprise
certified by custom and given favorable clearance conditions), it shall have tax payment record
of no less than RMB3 million taxes per year for three consecutive years; or (iii) the applicant
is an educational institution or scientific research institution that uses gold products for
national scientific research projects or key research projects. The Measures also require that the
import of gold products is conducted through specific trade method, including general trade,
transfer of processing trade to domestic sales, domestic purchase of gold raw materials for
export of gold products under processing trade, or import/export between customs special
supervision areas, bonded supervision areas and places outside of the aforementioned areas
within China. If a domestic enterprise applying for PBOC approval does not meet any of the
above conditions, or the import is not conducted under any of the above trade methods, it is
not entitled to PBOC approval for import of gold products into mainland China.
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The PBOC, in collaboration with the General Administration of Customs, has developed,
revised, and disseminated the Catalog of Commodities for Management of Import and Export
of Gold and Gold Products ( (B Mwra B S D&M EE) ). When processing
import or export customs clearance procedures for the gold and gold products specified in the
Catalog of Commodities for Management of Import and Export of Gold and Gold Products, it
is mandatory to submit the PBOC Import and Export Permit for Gold and Gold Products, which
is issued by the PBOC and its branches, to the Customs.

Customs Law

In accordance with the Customs Law of the PRC ( {3 N RILABEERIE) ) enacted
by the SCNPC on January 22, 1987, and subsequently amended on April 29, 2021, effective
from the same date, the Customs of the PRC is vested with the authority for the supervision
and administration of entry and exit points. Under the framework of pertinent laws and
administrative regulations, the Customs exercises its jurisdiction over various aspects,
including the inspection and regulation of vehicles, goods, luggage, postal articles, and other
items entering and departing the country. This mandate encompasses the assessment and
collection of customs duties, taxes, and fees, as well as the prevention and detection of
smuggling activities, compilation of customs statistics, and execution of related customs
procedures.

Furthermore, as delineated in the Regulations of PRC Customs on Administration of
Recordation of Declaration Entities (A3 A R A3 VA7 B e BE B2 45 22 5 BRI E ) )
promulgated by the General Administration of Customs on November 19, 2021, and
implemented from 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.

Laws and Regulations on the Protection of Wildlife

According to the Law of the People’s Republic of China on the Protection of Wildlife
( (e N RILAE A B Y~ 5%7%) ) promulgated by the SCNPC on November 8, 1988, last
amended on December 30, 2022, and the Implementing Regulations of the People’s Republic
of China on Aquatic Wildlife Protection ( {Hi#E A R ILANE K A B AL B ) O v E 5 91) )
promulgated by the State Council on September 17, 1993, last amended on December 7, 2013,
aquatic wildlife should be protected. According to the Special Measures of the People’s
Republic of China for the Utilization of Aquatic Wildlife ( ¢ #E A R A5 7K A B A= B ) F)
FAFFFFHFZ) ) promulgated by the Ministry of Agriculture and Rural Affairs of the People’s
Republic of China, the use of aquatic wildlife or its products must be reviewed and approved
by the fishery administrative department at or above the provincial level, and the “Aquatic
Wildlife Operation and Utilization License” ( KABFAEBWEEF AT I#E) ) must be
obtained before proceeding.”
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Laws in Relation to Product Quality and Consumer Protection

In accordance with the Product Quality Law ( {H#E A RIEFEEHE &%) )
promulgated by the SCNPC on February 22, 1993, and most recently amended on December
29, 2018, the seller assumes responsibility for the repair, replacement, or return of the sold
product under the following circumstances: (i) the product lacks the essential properties for its
intended use without prior clear indication; (ii) the product does not meet the stated standards
displayed on the product or its packaging; or (iii) the product does not match the quality as
described in the product information or physical sample. In cases where a consumer incurs

losses due to the purchased product, the seller is obligated to compensate for these losses.

Under the Civil Code of the PRC ( {3 A RIEANE R34 4L) ) (the “Civil Code™), which
became effective on January 1, 2021, as adopted by the SCNPC on May 28, 2020,
manufacturers and commercial sellers bear liability for physical injury or property loss
resulting from product defects. The affected party has the right to seek compensation from
either the manufacturer or the commercial seller. If the aggrieved party claims compensation
from the commercial seller, the seller can subsequently seek reimbursement from the liable
manufacturer after providing compensation.

Furthermore, the Law of the PRC on the Protection of the Rights and Interests of
Consumers (€1 #HE A BOALFNER 1 2 35 #E 2 (R 775 ) ) was initially promulgated on October 31,
1993, and subsequently amended on August 27, 2009, and October 25, 2013. This law
safeguards consumers’ rights during the purchase, use of goods, and acceptance of services. All
business operators are mandated to comply with this law in their manufacturing, sales of goods,
and provision of services to consumers. The amendments introduced on October 25, 2013,
emphasize the need for business operators to prioritize the protection of consumers’ privacy
and maintain strict confidentiality of any consumer information obtained during their business
operations.

Regulations Regarding the Sale of Products
Laws Related to Anti-Unfair Competition

The Law of the PRC for Countering Unfair Competition ( {H 3 A\ R ILFNE [ A IE H #t
F+%) ), promulgated by the SCNPC on September 2, 1993, and effective from December 1,
1993, with its most recent amendment becoming operative on April 23, 2019, delineates
essential measures aimed at curbing unfair competition and preserving market order. These
measures encompass the prohibition of unjust practices such as misleading prize promotions
and dumping, which are designed to eliminate market competitors.

According to the aforementioned law, operators are strictly prohibited from offering

bribes to employees of counterpart units, units or personnel entrusted by counterparts, or

exerting undue influence on counterpart units or personnel to secure commercial opportunities
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or gain competitive advantages. However, operators are permitted to openly provide discounts
to trading counterparts or commissions to intermediaries during their business transactions. It
is imperative for operators to maintain accurate records of payments made to trading
counterparts and intermediaries.

In the event of violations against the provisions outlined in Article 7 of the Law, wherein
operators engage in bribery, regulatory authorities are empowered to confiscate the illicit gains
obtained by the operators. Additionally, depending on the severity of the circumstances, fines
ranging from RMB100,000 to RMB3,000,000 may be imposed. In cases of egregious
violations, the revocation of business licenses is a potential consequence. The Law for
Countering Unfair Competition underscores the commitment of the PRC to fostering a
competitive market environment characterized by integrity, fairness, and adherence to ethical

business practices.
Laws Related to Advertising

Under the Advertisement Law of the PRC ( {13 A RILFIE & &%) ), enacted by the
SCNPC on October 27, 1994, and effective from February 1, 1995, with the most recent
amendment becoming operative on April 29, 2021, stringent regulations are in place to ensure
the integrity and accuracy of advertising content. According to this legislation, advertisements
are strictly prohibited from containing false information or engaging in practices that could
deceive or mislead consumers.

In the event of violations where operators disseminate false advertisements, the market
supervision and management authorities are empowered to take corrective action. Such
measures include issuing orders to cease the publication of the misleading advertisements,
mandating the elimination of any adverse effects within the relevant scope, and imposing fines
ranging from three to five times the total advertising expenses incurred. Should the advertising
expenses be challenging to calculate accurately or are significantly understated, fines in the
range of no less than RMB200,000 and no more than RMB1,000,000 may be levied.

For recurrent violations within a span of two years, or in cases involving aggravating
circumstances, the penalties become more severe. Offenders may face fines amounting to five
to ten times the advertising expenses, with potential fines ranging from no less than
RMB1,000,000 to no more than RMB2,000,000 if the advertising expenses are difficult to
ascertain accurately or are notably understated. Furthermore, in such instances, the revocation
of business licenses is a possibility. Additionally, the advertising review authority reserves the
right to revoke the approval documents for advertising review and abstain from considering
their advertising review applications for a period of one year.

It is crucial to note that if the violation reaches the threshold of criminality, legal
proceedings may be initiated, leading to criminal liability for the responsible parties. The
Advertisement Law of the PRC underscores the gravity with which the law treats false or
deceptive advertising practices, aiming to maintain the integrity of commercial
communications and safeguard the interests of consumers and the market at large.
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Legal Aspects Related to E-Commerce

The E-commerce Law of the PRC ( (¥ A\ RILFNE T FRE#51%) ), enacted by the
SCNPC on August 31, 2018, and implemented from January 1, 2019, establishes fundamental
guidelines for e-commerce operators engaged in commercial activities. According to this
legislation, e-commerce operators are obligated to uphold principles of voluntariness, equality,
fairness, and good faith in their business dealings. They are further mandated to comply with
legal provisions and business ethics, participate equitably in market competition, fulfill
responsibilities pertaining to consumer rights protection, environmental preservation,
intellectual property safeguarding, network security, and personal information confidentiality.
E-commerce operators are also held accountable for the quality of their products and services.

In instances where e-commerce operators fail to meet their contractual obligations, breach
agreed-upon terms, or cause harm to others, they are liable for civil consequences as stipulated
by the Law. Moreover, e-commerce entities conducting business activities without obtaining
required administrative permits, offering goods or services prohibited by laws or
administrative regulations, or neglecting their obligations to provide necessary information,
may incur penalties imposed by the market supervision and management authorities, in
accordance with pertinent laws and administrative regulations. The E-commerce Law
emphasizes the importance of ethical conduct and legal compliance in the realm of electronic
commerce, aiming to ensure integrity, fairness, and accountability within the digital
marketplace.

Regulations on Cyber Information Security, Privacy and Data Protection
Privacy Protection

On May 28, 2020, the SCNPC promulgated the Civil Code, which came into effect on
January 1, 2021. According to the Civil Code, the personal information of natural persons is
protected by law. Any organization or individual who needs to obtain personal information of
another person shall obtain such information legally and ensure the security of such
information, and shall not unlawfully collect, use, process, or transmit the personal information
of another person or unlawfully purchase, sell, provide, or disclose to the public the personal
information of another person.

Pursuant to the Ninth Amendment to the Criminal Law of the PRC ( {H3E A F 3 F1 2 i
BMEIESE (JU) ) ) issued by the SCNPC on August 29, 2015 and becoming effective on
November 1, 2015, any network service provider that fails to fulfill the obligations related to
Internet information security administration as required by applicable laws and refuses to
rectify upon orders, will be subject to criminal liability for causing (i) any dissemination of
information in large scale; (ii) any leakage of the users’ information with serious consequences;
(ii1) any loss of evidence of criminal activities with serious circumstances; or (iv) any other
serious circumstances. In addition, any individual or entity that (i) sells or provides personal
information to others unlawfully, or (ii) steals or illegally obtains any personal information,
will be subject to criminal liability in serious circumstances.
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On May 8, 2017, the Supreme People’s Court and the Supreme People’s Procuratorate
released the Interpretations of the Supreme People’s Court and the Supreme People’s
Procuratorate on Several Issues Concerning the Application of Law in the Handling of Criminal
Cases Involving Infringement of Citizens’ Personal Information (H i A Ri%RE ~ fom N RARE
We Bl A AERRAR AL 2 RABAAE BRI S RO B ARA S TRERRE)  (the  “Interpretations”),
which became effective from June 1, 2017. The interpretations clarify several concepts regarding
the crime of “infringement of citizens’ personal information” stipulated by Article 253A of the
Criminal Law of the PRC ( (*#EARILAEIINL) ), and the standards for determining
“serious circumstances” and “particularly serious circumstance” of this crime. On October 21,
2019, the Supreme People’s Court and the Supreme People’s Procuratorate jointly issued the
Interpretations on Certain Issues Regarding the Applicable of Law in the Handling of Criminal
Case Involving Illegal Use of Information Networks and Assisting Committing Internet Crimes
( Kl NRIEBE ~ S N RAREE B B A R R A A5 S A% B B B A A% L 58 16 3 <5 1)
HEE S T HER ) ), which came into effect on November 1, 2019, and further
clarifies the meaning of Internet Service Operators and the serious circumstance of the relevant
crimes. Failure to comply with the above laws and regulations on network security, information
security, privacy and data protection may subject the internet service provider or data processor
to administrative penalties, including but not limited to warnings, fines, suspension of business
operations, closure of websites or applications, revocation of licences, or even criminal liability.

On August 20, 2021, the Law of the PRC on the Protection of Personal Information ( 1R
MNE B A7) ) (the “Personal Information Protection Law”) was promulgated by the SCNPC
and came into effect on November 1, 2021. The Personal Information Protection Law reiterates
the circumstances under which a personal information processor could process personal
information and the requirements for such circumstances. It also stipulates the obligations of
a personal information processor. Personal information processors who violate the provisions
and requirements of the Personal Information Protection Law may be subject to correction,
warning, fines, suspension of related business, revocation of licenses, entry into credit files, or
even criminal liability.

According to the Personal Information Protection Law, personal information processors
shall take the necessary measures to ensure the safety of the personal information being
processed. The Personal Information Protection Law stipulates the rights of data subjects,
including the right to be informed, the right to refuse or restrict the processing, access, transfer,
correction and deletion of their personal information; and the right of individuals to request
that the personal information processors provide explanations of the rules governing the
processing of their personal information.

The Personal Information Protection Law stipulates that Critical Information
Infrastructure Operators and the personal information processors that process the personal
information reaching the threshold specified by the Cyberspace Administration of China (the
“CAC”) in terms of quantity shall store domestically the personal information collected and
generated within the territory of the PRC. Where it is truly necessary to provide the information
abroad, the security assessment organized by the CAC shall be passed; where it is truly
necessary to provide personal information outside of the PRC, other personal information
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processors shall meet one of the following conditions: (i) passing the security assessment by
the CAC; (ii) obtaining certification of data security by a professional body in accordance with
the requirements of the CAC; (iii) entering into an agreement with the overseas recipient with
provisions governing the rights and obligations of the parties based on a template contract to
be released by the CAC; or (iv) other requirements as provided by laws and regulations.

Processors shall also conduct personal information protection impact assessment in
advance when processing sensitive personal information, using personal information to
conduct automated decision-making, entrusting personal information processing, providing
personal information to other personal information processors, or disclosing personal
information, providing personal information abroad, and conducting other personal
information handling activities with a major influence on individuals.

Cyber Information Security

The SCNPC promulgated the Decision of the SCNPC on Maintenance of Cyber Security
( (EEANRRFRGELZE SHNEE DB L 21 E) ) promulgated by the SCNPC
on December 28, 2000 and amended the same on August 27, 2009, the Provisions on
Technological Measures for Cyber Security Protection ( A% 2 R FEF M MR E) )
on December 13, 2005, which was effective on March 1, 2006, and the SCNPC promulgated
the Decision of the SCNPC on Strengthening the Protection of Online Information ( {&E A
RACE K& H B & 8 &R e 48445 BAAENRE) ) on December 28, 2012.

Pursuant to the Law of the PRC on State Security ( {H3#ENRILFEEH R L2IE) )
promulgated by the SCNPC on July 1, 2015, which became effective on the same date, the State
shall establish a system and mechanism for national security examination and supervision, and
carry out national security examination of key technology and networking information
technology products as well as services relating to national security, so as to effectively prevent
and eliminate national security risks.

The Cyber Security Law of the PRC ( 3 N RILFNF A 22 1E) ), effective from
June 1, 2017, mandates network operators to maintain secure networks, combat cyber threats,
and safeguard data integrity. Users must refrain from activities endangering national security
or infringing others’ rights. It outlines principles for collecting personal data, requiring
consent, legitimacy, and necessity. Operators must not exceed data collection scopes,
mishandle data, or share it without consent. Critical Information Infrastructure Operators must
store data within China. Violations can lead to warnings, fines, license revocation, or legal
consequences.

On June 10, 2021, the SCNPC promulgated the Data Security Law of the PRC ( {13
NRILFE #95%215) ) (the “Data Security Law”), effective from September 1, 2021.
According to the Data Security Law, the State supports research on data development and
utilization and data security technologies, encourages the promotion of technologies and
commercial ventures in the fields of data development and utilization and data security, and
nurtures and develops data development and utilization and data security products and
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industrial systems. The State also supports education and scientific research institutions and
enterprises to carry out education and training on data development and utilization
technologies and data security and adopts various means to train professionals in data
development and utilization technologies and data security to promote the exchange of talents.

The Data Security Law establishes a hierarchical protection system for data based on its
significance in economic and social development and potential harm to national security and
public interests. Different protection measures are mandated for each data category. Processors
of important data must appoint personnel for data security, conduct risk assessments, and report
findings. The national security leadership organ coordinates national data security decisions.
The law requires a security review for activities impacting national security and restricts
certain data exports. Entities within China cannot provide data to foreign authorities without
PRC approval.

On December 8, 2022, the Ministry of Industry and Information Technology (the “MIIT”)
promulgated the Measures for the Administration of Data Security in the Field of Industry and
Information Technology (Trial) ( ( LEEAE B L EBEIE L 2 ML 47 ) ), which
came into effect on January 1, 2023. Data processors in the field of industry and information
technology shall take the main responsibility for the security of data processing activities,
implement hierarchical protection for various types of data, and where different levels of data
are being processed at the same time and it is difficult to take separate protection measures, the
protection shall be implemented in accordance with the requirements of the highest levels, to
ensure that the data continues to be effectively protected and legally utilized.

On March 1, 2015, the Administrative Provisions on Account Names of Internet Users
( CHEAR P IRIEABEFEMIE) ) were enacted by the CAC, obliging internet service
providers to enhance security management. The rules mandate providers to ensure user-
submitted information like account names, avatars, and profiles are free from illegal or
malicious content. Service providers must employ staff to review this data and reject any
containing such information. Additionally, providers must encourage real-name registration,
requiring users to authenticate their identity information, balancing mandatory back-office

verification with voluntary front-office display.

On March 1, 2020, the Provisions on the Ecological Governance of Network Information
Contents ( (B[S ANELRBIGHBIZE) ) (CAC Order No. 5) were enforced by the CAC to
enhance online information regulation. According to these rules, network information content
service platforms must refrain from disseminating content violating laws, especially national
security-related information. They are required to scrutinize platform advertisements, establish
clear management protocols, enhance user agreements, and ensure user rights and obligations
comply with laws and conventions. Additionally, these platforms must create accessible
channels for complaints and reports and submit annual reports on content management.
Prohibited activities include using technologies like deep learning and virtual reality for
unlawful purposes, engaging in fraudulent account activities, and interfering with information
display to infringe on third-party rights or seek illegal gains.
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Effective from February 15, 2022, the Measures for Cyber Security Review ( 4% % 4
L) ) (Cybersecurity Review Measures) were jointly issued by multiple Chinese
authorities including the CAC, NDRC, MIIT, and others. These measures aim to secure the
supply chain for critical information infrastructure and protect national security. They mandate
strict cybersecurity reviews for critical information infrastructure operators purchasing
network products or services and for online platform operators engaged in data processing
activities that could pose “national security” risks. Operators must assess potential risks before
procurement and apply for a review if concerns arise. Online platforms with over one million
user profiles must seek review before foreign listings. The Cyber Security Review Office may
initiate reviews if overseas activities impact national security. Violations result in penalties
under the Cyber Security Law and Data Security Law, including government actions, fines, and
operational suspensions.

The cyber security review assesses risks in procurement, data processing, and overseas
company listings. Factors include: illegal control of critical information infrastructure;
business harm due to service interruptions; supply security amid political or trade issues;
compliance with PRC laws; data theft risks; foreign control after listing; and other threats. The
review takes up to 70 days, extendable. On July 30, 2021, the State Council enacted the Safe
Protection Regulations for safeguarding critical information infrastructure ( <B% (5 5 3L
e % AR FEWA) ), effective since September 1, 2021. It defines critical information
infrastructure and mandates security measures. Violations lead to fines. The CAC proposed the
Draft Cyber Data Security Regulation ( (HH#8#IEL2E RG] (BORERM) ) ) on
November 14, 2021, requiring cyber security reviews for specific activities, including mergers,
listings in Hong Kong, and other security-affecting data processing. Public feedback was
sought until December 13, 2021.

In addition, the draft measures also regulate other specific requirements in respect of the
data processing activities conducted by data processors in the view of personal data protection,
important data safety, data cross-broader safety management and obligations of internet
platform operators.

According to the Draft Cyber Data Security Regulation, data processors that handle
personal information of more than one million individuals shall follow the rules for the
processing of important data and comply with specific. The processors of important data or
data processors who are listed overseas shall carry out data security assessments by themselves
or by entrusting data security service agencies every year, and submit the previous year’s data
security assessment report to the cyberspace administration at the districted city level before
January 31 of each year.
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Regulations on Work Safety

Under relevant construction safety laws and regulations, including the PRC Work Safety
Law ( (H#E N RALAIE 2224 E ) ), which was promulgated by the SCNPC on June 29,
2002, last amended on June 10, 2021, and effective on September 1, 2021, production and
operating business entities must establish objectives and measures for work safety and improve
the working environment and conditions for workers in a planned and systematic way. A work
safety protection scheme must also be set up to implement the work safety job responsibility
system. In addition, production and operating business entities must arrange work safety
training and provide their employees with protective equipment that meets the national or
industrial standards.

Regulations Related to Fire Prevention

According to the Fire Prevention Law of the PRC ( (3 ARIEFEIHRTE) )
promulgated by the SCNPC on April 29, 1998 and recently amended on April 29, 2021, and the
Interim Provisions on the Administration of Examination and Acceptance of Fire Prevention
Design of Construction Projects ( (EEa% LFEIH By sk w85 & Bl B I AT HIE) ) promulgated
by the Ministry of Housing and Urban-Rural Development on April 1, 2020 and effective on
June 1, 2020, special construction projects that have not passed the fire prevention inspection
or the fire prevention inspection are prohibited from putting into use. Construction projects
other than special construction projects shall go through the fire safety acceptance filing, and
the competent housing and urban-rural development authorities shall conduct random
inspections on the fire safety acceptance of other construction projects filed. If the construction
projects fail to pass the random inspection on fire safety acceptance, such projects shall be
stopped.

Regulations Related to Environmental Protection
Environmental Protection Law

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

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

Pursuant to the Law of the PRC on Environment Impact Assessment ( {13 A AL F1E

5 BEETEYL) ) issued on October 28, 2002 and most recently amended on December 29,
2018, the State Council implemented an environmental impact assessment, or EIA, to classify
construction projects according to the impact of the construction projects on the environment.
Constructing entities shall prepare an environmental impact report, or an EIR, or an
environmental impact statement, or an EIS, or fill out the EIR Form according to the following
rules: (i) for projects with potentially serious environmental impacts, an EIR shall be prepared
to provide a comprehensive assessment of their environmental impacts; (ii) for projects with
potentially mild environmental impacts, an EIS shall be prepared to provide an analysis or
specialized assessment of the environmental impacts; and (iii) for projects with very small
environmental impacts, an EIA is not required but an EIR Form shall be completed. Unless
otherwise stipulated by laws and regulations, construction enterprises that are required to
compile environmental impact reports or environmental impact report forms shall accept the
environmental protection facilities upon completion of the construction project. When the
environmental protection facilities of a construction project pass the inspection and
acceptance, the construction project can be formally put into production or use.

Laws and Regulations Relating to Intellectual Property
Trademark Law

The Trademark Law of the PRC ( (" # A\ RILFIE f§157%) ) and the Regulation on the
Implementation of the Trademark Law of the PRC ( <+ A RILHN B AR B i il) )
govern trademark registration, protection, and usage in China. Enacted on August 23, 1982,
and last amended on April 23, 2019, the Trademark Law, effective from November 1, 2019,
follows the “first-to-file” principle. It grants exclusive rights to trademark registrants,
administered by the Trademark Office of the NIPA.

Registered trademarks are valid for ten years, renewable in ten-year increments. Renewal
procedures must be completed within twelve months before expiry, with a possible six-month
extension. The Trademark Office announces trademarks eligible for renewal. Trademark
registrants can authorize others via licensing contracts, but licensing details must be filed with
the Trademark Office. Failure to file won’t affect bona fide third parties. Quality supervision
is the licensor’s responsibility, and licensees must maintain product quality when using the
registered trademark.
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Patent Law

The Patent Law of the PRC ( {1 #E A RILFE A1) ) and the Implementation Rules
of the Patent Law of the PRC ( (3 \ RILAB HFEE AN ) govern patent activities
in China. Enacted on March 12, 1984, and last amended on October 17, 2020, the Patent Law
became effective on June 1, 2021. The Patent Office of the NIPA oversees national patent work.
Provincial, autonomous region, or municipal patent administration departments handle local
jurisdictions.

The Patent Law and its Implementation Rules recognize three patent types: “invention,”
“utility model,” and “design.” Invention patents cover new technical solutions for products,
methods, or their improvements. Utility model patents apply to practical technical solutions for
product shapes, structures, or combinations. Design patents protect new aesthetic designs for
products, including shape, pattern, and color combinations. Invention patents are valid for
twenty years, design patents for fifteen years, and utility model patents for ten years from the
application date.

China follows the “first to file” principle, granting patents to the earliest applicant for the
same invention. Patentable inventions or utility models must be novel, inventive, and practical.
Patent holders’ rights are legally protected, allowing others to use the patent only with proper
authorization. Unauthorized use constitutes patent infringement unless specified by law.

Copyright Law

According to the Copyright Law of the PRC ( (1% A\ RILFIE 5 EHELL) ) promulgated
by the SCNPC on September 7, 1990, last amended on November 11, 2020 and effective on
June 1, 2021, and the Implementation Regulations of the Copyright Law of the PRC ( (%
N R SEANE 2 VERETE B EWR ) ) promulgated by the State Council on August 2, 2002, last
amended on January 30, 2013 and effective on March 1, 2013, works of PRC citizens, legal
entities or unincorporated organizations, whether published or not, shall enjoy copyright.
Works refer to intellectual achievements in the field of literature, art and science that are
original and can be expressed in a certain form, including written works, oral works,
photographic works, video and audio works, and computer software. A copyright holder shall
enjoy a number of rights, including the right of publication, the right of authorship and the right
of reproduction.

Domain Names

According to the Measures for the Administration of Internet Domain Names issued by
the Ministry of Industry and Information Technology on August 24, 2017 (effective from
November 1, 2017), and the Implementation Rules for National Top-Level Domain Name
Registration released by the China Internet Network Information Center on June 18, 2019
(effective on the same day), domain name owners must register their domain names. The
Ministry of Industry and Information Technology oversees China’s Internet domain names,

while provincial, autonomous region, and municipal telecommunications management bureaus
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are responsible for domain name services within their respective regions. Registration operates
on a “first come, first file” basis. Applicants must provide accurate information and enter
registration agreements with domain name registration service providers. Upon completing the
registration process, applicants become the domain name holders.

Regulations Relating to Property Leasing

On May 28, 2020, the SCNPC promulgated the Civil Code, which came into effect on
January 1, 2021. According to the Civil Code, an owner is entitled to possess, use, benefit from,
and dispose of his own immovable or movable property in accordance with law. A lessee may,
upon the lessor’s consent, sublease the leased object to a third person. The lease contract
between the lessee and the lessor shall continue to be valid despite the sublease by the lessee,
and if the third person causes loss to the leased object, the lessee shall bear the liability for
compensation. A change in the ownership of a leased object during the period that a lessee
possesses the leased object in accordance with the lease contract shall not affect the validity
of the lease contract. Pursuant to the Law on Administration of Urban Real Estate of the PRC
( (R N RILFE T 55 b 4 %) ), which was promulgated by the SCNPC on July 5,
1994 and was latest amended on August 26, 2019, and the Management Measures for the Lease
of Commercial Housing ( {7 5 EH EEHHHL) ) promulgated by the Ministry of Housing
and Urban-Rural Development on December 1, 2010, and effective on February 1, 2011, the
parties to a housing lease shall enter into a lease contract in accordance with the law. Within
30 days after the conclusion of the housing lease contract, the parties to the lease shall go to
the competent department of construction (real estate) of the people’s government of the
municipality, city or county where the leased housing is located to register and file the housing
lease. In violation of the foregoing provisions, the competent construction (real estate)
departments of the people’s governments of the municipalities directly under the central
government, cities and counties shall order rectification within a time limit. If rectification is
not made by an individual within the time limit, a fine of less than RMB 1,000 shall be imposed.
If rectification is not made by an entity within the time limit, a fine of more than RMB 1,000
but less than RMB10,000 shall be imposed. According to the Civil Code, The parties’ failure
to register the lease contract in accordance with the provisions of laws and administrative
regulations does not affect the validity of the contract.

Laws and Regulations on Labor and Social Security
Labor Law and Labor Contract Law

According to the Labor Law of the PRC ( ("1# A\ R ILFIE 45 8)i%) ) promulgated on
July 5, 1994 and amended on August 27, 2009 and December 29, 2018, enterprises shall
establish and improve their system of workplace safety and sanitation, strictly abide by state
rules and standards on workplace safety, and conduct employees training on labor safety and
sanitation in the PRC. Labor safety and sanitation facilities shall comply with statutory
standards. Enterprises and institutions shall provide employees with a safe workplace and
sanitation conditions which are in compliance with applicable laws and regulations of labor
protection.
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The Labor Contract Law of the PRC ( (3 N RILFNE L5 H) 5157%) ) promulgated on
June 29, 2007 and amended on December 28, 2012, and the Implementation Rules of the Labor
Contract Law of the PRC ( (3 NRILFIE S8 & FIEE MG ) promulgated on
September 18, 2008 set out specific provisions in relation to the execution, the terms and the
termination of a labor contract and the rights and obligations of the employees and employers,
respectively. At the time of hiring, the employers shall truthfully inform the employees the
scope of work, working conditions, working place, occupational hazards, work safety, salary
and other matters which the employees request to be informed about.

Social Insurance and Housing Provident Fund

Pursuant to the Social Insurance Law of the PRC ( {3 N ERILAE &Rk )
which was promulgated on October 28, 2010 and with effect from July 1, 2011 and latest
amended on December 29, 2018, and the Interim Regulations on the Collection of Social
Insurance Fees ( {(fH& R & BB 17HI) ) issued by the State Council on January 22,
1999 and last amended on March 24, 2019, employees shall participate in basic pension
insurance, basic medical insurance and unemployment insurance. Basic pension, medical and
unemployment insurance contributions shall be paid by both employers and employees.
Employees shall also participate in work-related injury insurance and maternity insurance.
Work-related injury insurance and maternity insurance contributions shall be paid by
employers rather than employees. Pursuant to the Notice of the General Office of the State
Council on Issuing the Plan for the Pilot Program of Combined Implementation of Maternity
Insurance and Basic Medical Insurance for Employees ( <[5 Be JF 2~ BE B i EN 85 <2E & PR B AN
Hik T FEAS B LR By A D Bt i B 7 8>3 %) ) and Opinions of the General Office of the
State Council on Comprehensively Promoting the Implementation of the Combination of
Maternity Insurance and Basic Medical Insurance for Employees ( [B755 Be HF 2 B2 B 7~ 4 11 1
HEAE B IR AR LA BB A IR E M E ) ) promulgated on January 19, 2017 and
March 6, 2019, the maternity insurance and basic medical insurance for employees shall be
consolidated. According to the Social Insurance Law of PRC, employers must carry out social
insurance registration at the local social insurance agency, provide social insurance and pay or
withhold the relevant social insurance premiums for or on behalf of employees. For employers
failing to conduct social insurance registration, the administrative department of social
insurance shall order them to make corrections within a prescribed time limit; if they fail to do
so within the time limit, employers shall have to pay a penalty over one time but no more than
three times of the amount of the social insurance premium payable by them. Where an
employer fails to pay social insurance premiums in full or on time, the social insurance
premium collection agency shall order it to pay or make up the balance within a prescribed time
limit, and shall impose a daily late fee at the rate of 0.05% of the outstanding amount from the
due date; if still failing to pay within the time limit prescribed, a fine of one time to three times
the amount in default will be imposed on them by the competent administrative department.

According to the Regulations on the Administration of Housing Provident Fund ( ({5
ISFEAEHWA]) ) promulgated on April 3, 1999 and amended on March 24, 2002 and March
24, 2019, employers shall timely pay the housing provident fund in full and overdue or
insufficient payment shall be prohibited. Employers shall process the housing fund payment
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and deposit registration in the housing provident fund administrative center. For enterprises
who violate the above laws and regulations and fail to apply for housing provident fund deposit
registration or open housing provident fund accounts for their employees, the housing
provident fund administrative center shall order the relevant enterprises to make corrections
within a designated period. Those enterprises failing to process registration of provident fund
accounts for their employees within the designated period shall be subject to a fine ranging
from RMB 10,000 to RMB50,000. When enterprises violate those provisions and fail to pay the
housing provident fund in full amount as due, the housing provident fund administrative center
will order such enterprises to pay up the amount within a prescribed period; if those enterprises
still fail to comply with the regulations upon the expiration of the above-mentioned time limit,
further application will be made to the People’s Court for mandatory enforcement.

Laws and Regulations in the PRC Relating to Tax
Income Tax Law

According to the PRC Enterprise Income Tax Law ( {3 A RILFIE P FErEHIE) )
promulgated by the National People’s Congress on March 16, 2007, and most recently amended
on December 29, 2018 and effective from the same date and the Enterprise Income Tax
Implementation Regulations ( €3 A [ A0 B 4 2E P {3 Bii5 B B]) ) promulgated by the
State Council on December 6, 2007, and most recently amended on April 23, 2019 and
effective from the same date, enterprises are divided into resident enterprises and non-resident
enterprises. Resident enterprises are enterprises which are set up in China in accordance with
law, or which are set up in accordance with the law of a foreign country (region) but which are
actually under the administration of institutions in China. Non-resident enterprises are
enterprises which are set up in accordance with the law of a foreign country (region) and whose
actual administrative institution is not in China, but which have institutions or establishments
in China, or which have no such institutions or establishments but have income generated from
inside China. Resident enterprises are subject to a uniform 25% enterprise income tax rate on
their worldwide income. The enterprise income tax rate is reduced by 20% for qualifying small
low-profit enterprises. The high-tech enterprises that need full support from the PRC’s

government will enjoy a 15% tax rate reduction for Enterprise Income Tax.
Income Tax Relating to Dividend Distribution

Pursuant to the Arrangement Between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income ( € PAHbFN 7 7545 1l 47 B [ B8 7 36 T 745 2k £ B F B
FBH 1L AR ABLZHE) ) and relevant protocols, which were promulgated by SAT on August
21, 2006, came into effect on December 8, 2006, the withholding tax rate 5% applies to
dividends paid by a PRC company to a Hong Kong company if such Hong Kong company
directly holds at least 25% of the equity interests in a PRC company, otherwise the 10%
withholding tax rate applies.
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Pursuant to the Administrative Measures on Entitlement of Non-resident Taxpayers to
Preferential Treatment under Tax Treaties ( {IF & AR N =32 ohE 88 HLHEE) ), which
was promulgated by the SAT on October 14, 2019, came into effect on January 1, 2020,
nonresident taxpayers are entitled to preferential treatment under tax treaties through
self-determination, self-declaration and keeping and documenting relevant information for
inspection. Where a non-resident taxpayer self-assesses and concludes that it satisfies the
criteria for claiming treaty benefits, it may enjoy treaty benefits at the time of tax declaration
or at the time of withholding through a withholding agent, simultaneously gather and retain the
relevant materials pursuant to the regulations for future inspection, and subject to subsequent
administration by tax authorities.

Value-added Tax

Pursuant to the Provisional Regulations on Value-added Tax of the PRC ( {3 AR IL
B G E B 17 %1) ), which was promulgated by the State Council on December 13, 1993
and most recently amended on November 19, 2017 effective from the same date, and the
Detailed Rules for the Implementation of the Interim Regulations of the PRC on Value-added
Tax ( CH#E N RILFN BB (EBCE AT itAM ) ) which was promulgated by the MOF on
December 25, 1993 and most recently amended on October 28, 2011, and effective from
November 1, 2011, all entities or individuals in the PRC engaged in the sale of goods,
processing services, repair and replacement services, and the provision of services, sales of
intangible assets, real estate and importation of goods are required to pay value-added tax
(VAT). Unless otherwise provided, taxpayers engaged in provision of services and sales of
intangible assets are subject to a tax rate of 6%.

According to the Notice on Implementing the Pilot Program of Replacing Business Tax
with Value-Added Tax in an All-round Manner (Caishui [2016] No. 36) ( <B#i® 2w #Epa & 2
P OO (R B A ) (BABE[2016]5536%%)) ) promulgated by the Ministry of Finance
and the State Administration of Taxation promulgated on March 23, 2016 and effective from
May 1, 2016, and amended on July 11, 2017, December 25, 2017 and March 20, 2019, with the
approval of the State Council, as of May 1, 2016, the pilot program of replacing business tax
with VAT shall be implemented across the country, all business tax taxpayers in the
construction industry, the real estate industry, the financial industry, and the living service
industry shall be included in the scope of the pilot program, and the payment of business tax
shall be replaced by the payment of VAT. According to the Circular on Policies for Simplifying
and Consolidating Value-added Tax Rates (Cai Shui [2017] No. 37) ( B fGHFEEBB XA
BBORREE) (WBL[2017]137%9%), announced by the Ministry of Finance and the State
Administration of Taxation on April 28, 2017, and effective from July 1, 2017, the structure of
value-added tax rates will be simplified from July 1, 2017, and the 13% VAT rate will be
canceled. The scope of goods with 11% tax rate and the provisions for deducting input tax are
specified.
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According to the Circular on Adjusting Value-added Tax Rates of Ministry of Finance and
the State Administration of Taxation (Cai Shui [2018] No. 32) ( CHAEGES ~ B85 48 5 B it i 3%
HOEBIBL A AT (M4Fi[2018]32%9%)) announced by the Ministry of Finance and the State
Administration of Taxation on April 4, 2018 and effective on May 1, 2018, from May 1, 2018,
where a taxpayer engages in a taxable sales activity for the value-added tax purpose or imports
goods, the previous applicable 17% and 11% tax rates are adjusted to be 16% and 10%
respectively.

According to the Announcement on Relevant Policies for Deepening Value-Added Tax
Reform of the Ministry of Finance, the State Taxation Administration and the General
Administration of Customs ( CHAEUES ~ BIBHR - g BH A5 BE A R A L B (BB i A R IEOR 1Y
%) ) (“Announcement of the Ministry of Finance of the PRC, the State Taxation
Administration and the General Administration of Customs of the PRC [2019] No. 397)
announced by the Ministry of Finance, the State Taxation Administration, and the General
Administration of Customs on March 20, 2019 and effective from April 1, 2019, with respect
to VAT taxable sales or imported goods of a VAT general taxpayer, the originally applicable
VAT rate of 16% shall be adjusted to 13%; the originally applicable VAT rate of 10% shall be
adjusted to 9%.

According to the Circular of the Ministry of Finance, the General Administration of
Customs and the State Taxation Administration on the Adjustment to Tax Policies on Diamonds
and the Shanghai Diamond Exchange ( AU B A 88 A7 K 1163 8 11 22 ) B A7 BB IS0 BOR 1) 2
F1) ), the Ministry of Finance, the General Administration of Customs and the State Taxation
Administration stipulated that diamonds declared for customs clearance on the Shanghai
Diamond Exchange are exempted from customs duty; the tax payment of consumption tax on
diamonds is moved from the production and importing segments back to retailing segments; the
consumption tax on un-mounted finished diamonds and diamond jewelries is reduced to a tax
rate of 5% from the original 10%; and the tax rate on the exportation of diamonds is
implemented at a zero-tax rate.

Laws and Regulations Relating to Foreign Exchange

The principal regulation governing foreign currency exchange in China is the Foreign
Exchange Administration Regulations of the PRC ( "3 A\ AN B AP FE PRI H) ) which
was promulgated by the State Council on January 29, 1996 and was latest amended on August
5, 2008. Pursuant to this regulation and other PRC rules and regulations on currency
conversion, Renminbi is freely convertible for payments of current account items, such as trade
and service-related foreign exchange transactions and dividend payments, but not freely
convertible for capital account items, such as direct investment, loan or investment in securities
outside China unless prior approval of the State Administration of Foreign Exchange (SAFE)
or its local counterpart is obtained.
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According to the Notice on Relevant Issue Concerning the Administration of Foreign
Exchange for Overseas Listing ( <BAABEAM L7 SMEE AT B R AR A1) ) issued by the
SAFE on December 26, 2014, the domestic companies shall register the overseas listing with
the foreign exchange control bureau located at its registered address in 15 working days after
completion of the overseas listing and issuance. The funds raised by the domestic companies
through overseas listing may be repatriated to China or deposited overseas, provided that the
intended use of the fund shall be consistent with the contents of the document and other public
disclosure documents.

On February 13, 2015, SAFE issued the Notice on Simplifying Direct Investment-related
Foreign Exchange Administration Policies ( B ME— 2l b RN SO B 45 & A1 HE A BELEUR
H#EHA1) ), allowing entities and individuals to apply for foreign exchange registrations
through qualified banks. Under SAFE’s supervision, these banks can directly review
applications. On March 30, 2015, SAFE released the Circular on Reforming Settlement
Management of Foreign Capital in Foreign-invested Enterprises ( B i 7 e #% & A 51
EE A4 45 1 7 A% A1) ) (SAFE Circular 19). This circular mandates Discretionary
Foreign Exchange Settlement for foreign-invested enterprises, enabling them to settle foreign
exchange capital based on operational needs, subject to document verification. The circular
emphasizes authentic and self-use principles within the enterprise’s scope, barring use for
payments beyond business scope, securities investment (unless specified), Renminbi entrust
loans, inter-enterprise borrowings, or real estate expenses (except for self-use by foreign-
invested real estate enterprises).

The Circular of Further Improving and Adjusting the Direct Investment-related Foreign
Exchange Administration Policies ( B #E— 2 MU R HE H 243 & S S SIBUR i A1) )
(the “SAFE Circular 13), which became effective on June 1, 2015 and was amended on
December 30, 2019, cancels the administrative approvals of foreign exchange registration of
direct domestic investment and direct overseas investment and simplifies the procedure of
foreign exchange-related registration. Pursuant to SAFE Circular 13, investors should register
with banks for direct domestic investment and direct overseas investment.

The Circular on Reforming and Standardizing the Foreign Exchange Settlement
Management Policy of Capital Account ( BRI SR FIRLEE & A TH H 45 FEA BLECR @A) )
(the “SAFE Circular 16”), was promulgated by SAFE on June 9, 2016. Pursuant to the SAFE
Circular 16, enterprises registered in the PRC may also convert their foreign debts from foreign
currency to Renminbi on a self-discretionary basis. The SAFE Circular 16 reiterates the
principle that Renminbi converted from foreign currency-denominated capital of a company
may not be directly or indirectly used for purposes beyond its business scope or prohibited by
PRC Laws, while such converted Renminbi shall not be provided as loans to its non-affiliated
entities.

On January 26, 2017, SAFE promulgated the Circular on Further Improving Reform of

Foreign Exchange Administration and Optimizing Genuineness and Compliance Verification
( KRR ME— S HEES M T O 5E 5 B GBIV AZ @A) ), which  stipulates several

capital control measures with respect to the outbound remittance of profit from domestic
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entities to offshore entities, including: (i) banks should check board resolutions regarding
profit distribution, the original version of tax filing records, and audited financial statements
pursuant to the principle of genuine transactions; and (ii) domestic entities should hold income
to account for previous years’ losses before remitting the profits. Moreover, pursuant to this
circular, domestic entities should make detailed explanations of the sources of capital and
utilization arrangements, and provide board resolutions, contracts, and other proof when
completing the registration procedures in connection with an outbound investment.

On October 23, 2019, the SAFE promulgated the Notice for Further Advancing the
Facilitation of Cross-border Trade and Investment ( BN H#E— AL HERS IR E 5 &% & FLAY
#XN) ), which, among other things, allows all FIEs to use Renminbi converted from foreign
currency denominated capital for equity investments in China, as long as the equity investment
is genuine, does not violate applicable laws, and complies with the negative list on foreign
investment.

According to the Circular of the State Administration for Foreign Exchange on
Optimizing Foreign Exchange Administration to Support the Development of Foreign-related
Business (€[5 5 F & HE 5 B A B L A RE A 3L S Kb A S5 85 R A ) ) promulgated with
effect from April 10, 2020 by the SAFE, the reform of facilitating the payments of incomes
under the capital accounts shall be promoted nationwide. Under the prerequisite of ensuring
true and compliant use of funds and compliance and complying with the prevailing
administrative provisions on use of income from capital projects, enterprises which satisfy the
criteria are allowed to use income under the capital account, such as capital funds, foreign debt
and overseas listing, etc., for domestic payment, without the need to provide proof materials
for veracity to the bank beforehand for each transaction.

HONG KONG
Registration of Business

Business Registration Ordinance (Cap. 310) provides that any person carrying on sole
proprietorship or partnership business shall apply for business registration within one month of
the commencement of such business.

Registration Regime for Dealers in Precious Metals and Stones

To enhance the regulatory regime for combating money laundering and terrorist financing
(“ML/TF”) in fulfilment of Hong Kong’s obligations under the Financial Action Task Force
(“FATF”), the Anti-Money Laundering and Counter-Terrorist Financing Ordinance (“AMLO”)
(Cap. 615) has been amended to introduce a registration regime for dealers in precious metals
and stones for commencement on 1 April 2023. The Customs and Excise Department would
take charge of the regime to enforce the registration requirements and supervise the anti-money

laundering and counter-terrorist financing (“AML/CTF”) conduct of registrants.
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There are two categories of registration with the Commissioner of Customs and Excise:
Any dealer who intends to engage in non-cash transaction(s) with total value at or above
HKD120,000 in the course of business is required to register as a Category A registrant. Any
dealer who is seeking to engage in cash transactions with total value at or above HKD 120,000
and non-cash transactions with total value at or above HKD120,000 (“Specified Cash
Transaction”) in the course of business is required to register as a Category B registrant. A
Category A registrant is not allowed to conduct any Specified Cash Transaction and is not
required by any local laws or regulations to identify and verify the identities of its cash-settling
customers. A Category B registrant is subject to AML/CTF supervision.

To facilitate existing dealers migration to the aforesaid registration regime, precious
metals and stones dealers who have been in operation before commencement of the aforesaid
registration regime are allowed to apply for registration within 9 months (“Relevant Period”)
after commencement of the aforesaid registration regime (i.e. Apr — Dec 2023). Any person,
who would like to start up a precious metals and stones business after commencement of the
Regime and plan to carry out specified transactions and/or specified cash transactions, is
required to register before carrying out any specified transactions and/or specified cash
transactions.

After the Relevant Period, any existing dealer that continues to deal with precious metals
and stones in cash and/or non-cash transactions that exceed HKD120,000 annually without
properly registration under the aforesaid registration regime will be liable on conviction to a
maximum fine of HK$100,000 and imprisonment for six months.

Consumer Goods Safety Ordinance

There are several pieces of legislation dealing with product safety requirements, the most
common one being the Consumer Goods Safety Ordinance (Chapter 456 of the Laws of Hong
Kong) (the “CGS Ordinance”). Under the CGS Ordinance, all consumer goods (except those
listed in the Schedule of the CGS Ordinance) must comply with the general safety requirements
or the safety standards and specifications prescribed by the Secretary for Commerce and
Economic Development and Labor of Hong Kong.

The CGS Ordinance imposes a statutory duty on manufacturers, importers and suppliers
to ensure that the consumer goods they supply are reasonably safe, having regard to all the
circumstances, including (a) the manner in which, and the purpose for which, the consumer
goods are presented, promoted or marketed; (b) the use of any mark in relation to the consumer
goods and instructions or warnings given for the keeping, use or consumption of the consumer
goods; (c) reasonable safety standards published by a standards institute or similar body for
consumer goods of the description which applies to the consumer goods or for matters relating
to consumer goods of that description; and (d) the existence of any reasonable means (taking
into account the cost, likelihood and extent of any improvement) to make the consumer goods
safer. The CGS Ordinance also provides a due diligence defense, which may be replied on if
the person or entity is able to show that they took all reasonable steps and exercised all due
diligence to avoid committing offence relating to selling unsafe goods.
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Any person who sells unsafe goods commits an offence and is liable to a fine of
HK$100,000 and an imprisonment of one year on first conviction, and HK$500,000 and
two-year imprisonment on subsequent conviction. If proven to the satisfaction of the Hong
Kong court that the offence is continued, the person shall be liable for a fine of HK$1,000 for
each day during which it is proved to the satisfaction of the court that the offence has
continued. Those unsafe goods may be seized by the Customs and Excise Department and other
authorized officers for enforcement purposes. Unsafe goods supplied, manufactured or
imported contrary to the CGS Ordinance may be liable to be destroyed.

Contractual Obligations, the Sale of Goods Ordinance and the Control of Exemption
Clauses Ordinance

In Hong Kong, contracts for the sale of goods are governed by, among others, the Sale
of Goods Ordinance (Chapter 26 of the Laws of Hong Kong). The safety and suitability
requirements of the goods supplied are often treated as an implied term of the sale contract; and
that ordinance governs the meaning of certain implied terms or conditions and warranties. The
Control of Exemption Clauses Ordinance (Chapter 71 of the Laws of Hong Kong) regulates
civil liability and has an impact on the effectiveness of any terms in the contract which seeks
to avoid liability for breach of contract, negligence or other types of breaches of duty. Both
statutes seek to supplement the common law position and provide further protection to

consumers or users as contracting parties.

Trade Descriptions Ordinance

The Trade Descriptions Ordinance (Chapter 362 of the Laws of Hong Kong) deals with
mis-description of goods in general and it is to ensure the seller, in the course of business, give
an accurate description about the goods.

Under that ordinance a trade description includes but not limited to the quantity, size or
gauge, method of manufacture, production, processing or reconditioning, composition, fitness
for purpose, strength, performance, behavior or accuracy, availability, compliance with a
standard specified or recognized by any person, person by whom manufactured, produced, and
processed or reconditioned. It is an offence under that ordinance if the seller applies a false
trade description to any goods or supplies or offers to supply any goods to which a false trade
description is applied or has in his possession for sale or for any purpose of trade or
manufacture any goods to which a false trade description is applied. In addition, any person
who imports or exports any goods to which a false trade description is applied commits an
offence, unless he could prove, with sufficient evidence adduced, that he did not know, had no
reason to suspect and could not with reasonable diligence have ascertained that the goods are
goods to which a false trade description is applied.

This section sets out an overview of material laws and regulations applicable to the
company in Macau SAR only. As it is a summary only, the information contained herein should
not be construed as a comprehensive summary of the laws or regulations applicable to the
Company.
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MACAU
Laws and Regulations Regarding the Establishment of the Company
Company establishment and operation

The establishment, operation and management of company established in Macau are
governed by the Amended Commercial Code of Macau (“Commercial Code”) approved by
Decree No. 40/99/M of August 3, 1999.

According to the Macau Commercial Code, a limited company can be established in the
form of a “one-person limited company”, that is, all the company’s shares are held by only one
entity. The legal provisions regarding limited companies also apply to one-person limited
companies, subject to the following restrictions: (i) a one-person limited company may not be
held by another one-person limited company incorporated in Macau; and (ii) All transactions
between the company and its sole shareholder must be in written, be necessary, useful or
expedient to pursue the interests of the company and must be reviewed by a practicing auditor.
Such transactions must indicate that the interests of the company are properly protected and are
conducted in accordance with standard market conditions and prices.

According to the Macau Commercial Code, at the end of each business year, the director
board of company shall prepare annual accounts, relevant annual business reports and surplus
utilization proposals.

Distribution of Surplus

Regarding the distribution of surplus of Macau Limited Company, according to Article
198 of the Macau Commercial Code, the Surplus shall be the amount obtained from after
deducting the capital of the company and the provident fund that have been incorporated or
shall be incorporated in the business year according to laws or Article that are not allowed to
be distributed to shareholders in the accounts for the relevant business year which prepared and
passed in accordance with statutory rules.

In addition, legislators have established different profits distribution systems for different
types of companies. For a limited company, according to the first paragraph of Article 377 of
the Macau Commercial Code, the disposal of the distributable surplus of the relevant business
year shall be based on the resolution of the shareholders, also according to the fourth paragraph
of the same article, the company shall deduct not less than 25% from the surplus of the relevant
business year as a provident fund until the amount had reached the half of the company’s
capital.

Moreover, regarding the taxes on surplus distribution, according to the provisions of
Articles 2 and 3 of Law No. 21/78/M (Supplementary Tax on Income), the total income of a
limited company from industrial and commercial activities, after deducting the burden, will be
the taxable income of the above-mentioned income supplementary tax. As for the surplus of a
limited company, in principle, it must declare and pay supplementary tax to the government
authorities every year. Since the limited company has declared and paid taxes on its earnings,
the after-tax earnings will be distributed to shareholders. Shareholders no longer need to
declare and pay taxes on the distributed earnings on their individuals.
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Employment Regulations

The 2008 Macau Labour Relations Law (Law No. 7/2008 which also amended by Law
No. 2/2015 and Law No. 8/2020)) establishes the general regime of labour relations, containing
various rules concerning employment contracts that range from, but are not limited to, general
principles applicable to employment relationships, duties and obligations of the employer and
the employee, probation period, employment contract requirements, employment contract for
a fixed period, working hours, overtime, weekly time-off, annual leave, and compensation in
case of contract termination without justifiable cause. The regulatory authority in charge of
monitoring compliance with the labour, safety and insurance regime is the Macau Labour
Affairs Bureau.

Regarding the employment of foreign labour, it is important to note that non-residents of
Macau are generally not permitted to work unless a proper work permit has been obtained. The
employment of such workers is subject to strict regulations included in Law No. 21/2009,
which sets forth the terms for granting and renewing work permits for non-resident workers,
determines measures to ensure the equal treatment of Macau resident and non-resident workers
and establishes minimum contract terms and limits on the duration of employment contracts
with non- resident employees. Non-compliance with the rules included in Law No. 21/2009

may constitute administrative offenses, and/or criminal offenses related to illegal employment.

According to Law No. 21/2009, the current minimum wage in Macau is MOP6,656 per
month.

Taxation in Macau

Macau practices an independent taxation system and, taking the low tax policy previously
pursued in Macau as reference, enacts on its own laws and regulations concerning types of
taxes, tax rates, tax reductions and exemptions, allowances and expenditures, and other matters
of taxation (acc. Article 106 of the Basic Law of Macau).

There is currently a Treaty between the Macau and Mainland China to Avoid Double
Taxation and Prevent Tax Evasion in relation to Income Taxes (Notice of the CE No. 1/2020).

Macau follows a calendar fiscal year and its taxation system categorizes different types
of taxes into direct and indirect taxes which are levied on income as well as on assets and
wealth. The most relevant taxes, both administered by the Financial Services Bureau, for the
Company’s activity in Macau are Profession (Law No. 2/78/M), Industrial Contribution (Law
No. 15/77/M), which corresponds to an annual fixed payment for the operation of industrial
and commercial activities in Macau and Corporate Profits Tax (Law No. 21/78/M), which
corresponds to a profit tax on earnings from business activities.

Infringements to tax statutes may result in the application of sanctions or penalties.
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Import and Export of Goods

In accordance with Law No. 15/2019, the international trade in rough diamonds’
operation, import and export, transshipment, trading or transportation must apply for relevant
business licenses from the Economic and Technological Development Bureau of the Macao
SAR. The operation of diamond products must also comply with the provisions of Law No.
2/2006 on the Prevention and Suppression of Money Laundering Crimes.

The operation of silver products and platinum does not require application for relevant
licenses, but such products must comply with import and export declaration requirements. The
import and export of the above goods must be declared through Customs of Macao SAR.

Obligation to Cooperate for the Purpose of Preventing Money Laundering

According to Circular No. 1/2019 of Macau Economic and Technological Development
Bureau, it is a mandatory legal requirement for merchants to make regular declarations. The
article 9 of Administrative Regulation No. 7/2006 shall apply with the provisions of Law No.
2/2006 on “Preventing and Suppressing Money Laundering Crimes”. Gold product retailers are
required to identify customers conducting transactions in cash amounting to MOP$120,000 or
more (or its foreign currency equivalent) in a single transaction or within a 30-day period.

Consumer Protection Law
The Law No. 9/2021 stipulates that operators must provide consumers with the prices and

units of measurement of goods or services in a clear, accurate and easy-to-understand manner
in a timely manner; easy-to-understand methods provide consumers with payment methods.
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OVERVIEW

We are a leading market player in China’s heritage gold industry as recognized by the
China Gold Association, epitomizing China’ intangible cultural heritage value through our
comprehensive product portfolio.

The origins of our Group can be traced back to 2009 when our founder, Mr. Xu, launched
the first store which focus on the sales of heritage gold jewelry through Golden Treasury.
Golden Treasury was established in 2004 with Mr. Xu as the major shareholder holding 70%
equity interests. Through his early business in the fields of tourism, culture and handcrafts,
including gold jewelry and ornaments business operated by Yueyang Hongqiao since 1995 and
Golden Treasury since 2004 and stationery culture products, antique products and jewelry
business operated by Stationery Culture since 2012, as founder of each of Yueyang Honggqiao,
Golden Treasury and Stationery Culture and general manager of each of Golden Treasury and
Stationery Culture, Mr. Xu also led the R&D activities of Golden Treasury from 2004 to
December 2016 and Stationery Culture from 2012 to December 2016 and had accumulated
extensive experiences in and deep understanding of the gold jewelry industry and
craftsmanship, brand positioning and brand operation. Under the strong leadership of Mr. Xu,
among the key brands in China’s gold jewelry market, we are the only brand that focuses on
the design, manufacture and sale of heritage gold jewelry according to Frost & Sullivan. For
further information about Mr. Xu, please refer to “Directors, Supervisors and Senior
Management — Board of Directors — Executive Directors” in this document.

In December 2016, to seek separate development of the heritage gold jewelry business
from other businesses operated by Golden Treasury and streamline corporate structure, the then
shareholders of Golden Treasury, namely Mr. Xu and Mr. Xu Dongbo established our Company
as the principal operating entity engaging the heritage gold jewelry business and commenced
a series of business restructuring with Golden Treasury. Since then, “Laopu Gold (&5 4)”
has been operated by our Group independently and separately from Golden Treasury.

For details of corporate development of our Company, please refer to paragraphs headed
“Subsequent Capital Changes and Equity Transfers of Our Company” in this section. We have
also attracted [REDACTED] Investors since the establishment of our Company. For details of
our historical financing, please refer to the paragraphs headed “[REDACTED] Investments”
in this section.

DEVELOPMENT MILESTONES

The following table sets forth certain development milestones of our Group:

Year Milestones

2009 ... .. Our first store focusing on the sales of heritage gold jewelry was launched in
Beijing
We were the first brand in China to promote the concept of heritage gold artifact

and one of the earliest to engage in brand-oriented operations for traditional
handmade gold jewelry, according to Frost & Sullivan
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Year Milestones

2010 ... .. We enriched our product line by launching classical Chinese study room theme
products, such as decorative ornaments, and collectible gold vessels

2014 ... .. The trademark of “Laopu Gold (Z#i#4)” was registered
2016 .. ... Our Company was established as the principal operating entity engaging in the

heritage gold jewelry
2017 ... .. We launched our self-operated online sales channel, with flagship store on Tmall

We opened our boutique in Shenzhen, expanding our business to southeast
China

We opened our boutique in the high-end fashion mall, Beijing SKP
2018 .. ... Hong Kong Laopu was incorporated

2019 ... .. Our Company was converted into a joint stock limited company under the PRC
Company Law

We were the first in the industry to introduce diamond-inlaid pure gold jewelry,
further enhancing the profit potential of heritage gold jewelry and leading the
gold jewelry industry trends, according to Frost & Sullivan

Macau Laopu was incorporated

2021 ... .. We were the leading drafting unit (5 —#EH¥{) to draft the group standards
for “Heritage Gold Artifact” ( {ii%affifh) FH#EHE%E) published by the China
Gold Association (H B4 1h &)

We ranked first in terms of solidity value (f&{E /135#0) in the Tmall Gold
Category Brand Consumers’ Mind List (K384 a8 ARE DR BEE) as
published by Tmall

2022 ... .. We were the leading drafting unit to draft the group standards for “Heritage
Gold Artifact with Diamonds” ( (ikaain s A s ) EHEEEHE) published
by the China Gold Association

2023 ... .. We were one of the only two Chinese gold jewelry brands listed in the “2023
Hurun Supreme Brands — China’s High Net-Worth Individuals’ Brand
Preferences Report” ( €2023HH 1 % i (8 fif— v B s B AHE ot R ) 2 ) )
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OUR GROUP

As of the Latest Practicable Date, our Group comprised our Company and our three
wholly-owned subsidiaries, namely Yueyang Laopu, Hong Kong Laopu and Macau Laopu
which are set forth below. For details of our subsidiaries, see Note 1 to the Accountants’ Report
in Appendix I to this document.

Place of Date of Principal
Incorporation Incorporation Shareholding Change Business activities
Our Company. .. PRC December 35, For details of the Sale of jewelry,
2016 shareholding change provision of
of our Company, see maintenance and
“ Corporate repair services

Development and
Shareholding Changes
of Our Company” in
this section

Yueyang Laopu. . PRC March 28, A wholly-owned Manufacture and sale of
2018 subsidiary of our jewelry
Company since its
establishment
Hong Kong Hong Kong January 2, A wholly-owned Sale of jewelry
Laopu . ... .. 2018 subsidiary of our
Company since its
incorporation
Macau Laopu . . . Macau September 17, A wholly-owned Sale of jewelry
2019 subsidiary of our

Company since its
incorporation

CORPORATE DEVELOPMENT AND SHAREHOLDING CHANGES OF OUR
COMPANY

Establishment of Our Company and Business Restructuring

Our Company was established in the PRC on December 5, 2016. Upon establishment, the
registered capital of our Company was RMBS50 million, which was owned by Mr. Xu and Mr.
Xu Dongbo as to 70% and 30%, representing RMB35 million and RMB15 million of the
registered capital of our Company, respectively.

At that time, Golden Treasury, which was also owned by Mr. Xu and Mr. Xu Dongbo as
to 70% and 30%, respectively, operated its businesses under two brands, “Laopu Gold (G&#f
#4)” relating the Chinese heritage gold jewelry business and “Golden Treasury” (4 {48 i)

relating to cultural/travel souvenirs business.
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To seek separate development of the Chinese heritage gold jewelry business and
streamline corporate structure, the traditional Chinese handcrafted gold jewelry business
together with the relevant assets and liabilities were transferred from Golden Treasury to the
Company at consideration of approximately RMB16.88 million, which was determined with
reference to (i) for the finished goods, the book value as of December 31, 2016 as valued by
an Independent Third Party valuer, (ii) for the intangible assets, the value of the brand of
“Laopu Gold (&8 4x)” as of October 31, 2016 as appraised by an Independent Third Party
appraisal company; and (iii) for other assets and liabilities, the book value of those other assets
and liabilities to be transferred as of December 31, 2016. As a result, our Company started to
focus on the operation of the brand of “Laopu Gold (CE##4)” independently.

In 2018, as Golden Treasury decided to cease its operation and proposed to dispose its
operational assets and dismiss the then employees. Among all the disposed operational assets,
(i) surplus display products and certain counter furnitures in the shop previously operated by
Golden Treasury were acquired by our Company in September 2018, at the consideration of
approximately RMB2.9 million, which was determined with reference to the book value at the
relevant time. Such transfer was fully settled in December 2018; (ii) gemstones and clay
teapots (¥51)%%) with relatively high collection value were transferred to Mr. Xu at the
consideration of approximately RMB35.1 million which was determined with reference to a
valuation report (the “2018 Valuation Report”) appraised by an Independent Third Party. Such
transfer was fully settled in December 2018 via offsetting with amounts due to Mr. Xu; (iii)
products related to the business of Stationery Culture which primarily including agarwood (i1
), hardwood buddha statues (FEARM%) and wooden packaging, etc. were transferred to
Stationery Culture at the consideration of approximately RMB16.1 million which was
determined with reference to the 2018 Valuation Report. Such transfer was fully settled in
December 2018; and (iv) products including amber (35#1), blue amber (¥:F1) and bronze
buddha statues (i #15) with relatively low unit price and readily saleable to customers were
transferred to Beijing Guyalin Cultural Development Co., Ltd. (At & HEM S L 58 B A BRA 7))
(“Guyalin”), an Independent Third Party, which principally engaged in retail of tourism
souvenirs, at the consideration of approximately RMBS&.9 million which was determined
through arm’s length negotiation, with reference to, among others, the book value of assets
being transferred with certain discount. Such transfer was fully settled in April 2019.

Upon disposing the above operational assets and closing the shops it used to operate,
Golden Treasury ceased operation in end 2018 and was then de-registered in May 2022.
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During the Track Record Period, no costs or expenses of our Group (including, without
limitation, cost of sales, selling and distribution expenses, and administrative expenses) were
ever borne by Golden Treasury, Guyalin or Stationery Culture, or any of their respective
associates (the “Relevant Entities”). Therefore, it is unnecessary for the Relevant Entities to
recharge such un-incurred costs or expenses to our Group.

Subsequent Capital Changes and Equity Transfers of Our Company
1. Equity Transfer in August 2017

On July 25, 2017, Mr. Xu, Mr. Xu Dongbo and Hongqiao Jinji entered into an equity
transfer agreement, pursuant to which Mr. Xu and Mr. Xu Dongbo transferred the registered
capital of RMB1.75 million and RMBO0.75 million, approximately 3.50% and 1.50% equity
interest in our Company to Hongqiao Jinji at the considerations of RMB3.36 million and
RMB1.44 million, respectively.

Upon the completion of such equity transfer on August 15, 2017, our Company was
owned as to 66.50%, 28.50% and 5.00% by Mr. Xu, Mr. Xu Dongbo and Honggqiao Jinji,
respectively, with a registered capital of RMBS50 million.

Honggqiao Jinji was established by Mr. Xu and Mr. Xu Dongbo and has been owned by
Mr. Xu and Mr. Xu Dongbo as to 70% and 30%, respectively, since its establishment.

2. Capital Increase in November 2017

On September 11, 2017, the then Shareholders of our Company resolved to increase the
registered capital of our Company from RMBS50 million to RMB62.50 million. Mr. CHEN
Guodong (BRI #) (“Mr. Chen”) subscribed for the increased registered capital of RMB12.5
million, representing approximately 20% of the increased equity interest in our Company, at
the consideration of RMB30 million (the “Nov-2017 Capital Increase”).

Upon the completion of such capital increase on November 22, 2017, our Company was
owned as to approximately 53.20%, 22.80%, 20.00% and 4.00% by Mr. Xu, Mr. Xu Dongbo,
Mr. Chen and Honggqiao Jinji, respectively, with a registered capital of RMB62.50 million.

3.  Capital Increase in May 2018

On March 30, 2018, the then Shareholders of our Company resolved to increase the
registered capital of our Company from RMB62.50 million to RMB119.44 million. Hongqgiao
Jinji, Mr. Chen and Mr. Xu subscribed for the increased registered capital of RMB53.33
million, and RMB2.5 million and RMB1.11 million representing approximately 44.65%, 2.09%
and 0.93% of the increased equity interest in our Company, at the consideration of RMB240
million, RMB11.25 million and RMBS5 million, respectively (the “May-2018 Capital
Increase”).
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Upon the completion of such capital increase on May 9, 2018, our Company was owned
as to 46.74%, 28.77%, 12.56% and 11.93% by Hongqiao Jinji, Mr. Xu, Mr. Chen and Mr. Xu
Dongbo, respectively, with a registered capital of RMB119.44 million.

4.  Capital Increase and Equity Transfer in November 2018

In order to implement the stock incentive scheme, on October 11, 2018, the then
Shareholders of our Company resolved to increase the registered capital of our Company from
RMB119.44 million to RMB132.09 million. Tianjin Jincheng and Tianjin Jinji subscribed for
the increased registered capital of RMBS8.81 million and RMB3.84 million, representing
approximately 6.67% and 2.91% of the increased equity interest in our Company, at the
consideration of RMB30,835,000 and RMB13,440,000, respectively (the “Nov-2018 Capital
Increase™).

On November 14, 2018, Tianjin Jindi and Mr. Xu entered into an equity transfer
agreement, pursuant to which Mr. Xu transferred the registered capital of RMB2.58 million,
representing approximately 1.95% of the increased equity interest in our Company to Tianjin
Jindi at the consideration of RMB9.03 million (the “Nov-2018 Transfer”).
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Upon the completion of such capital increase and equity transfer on November 13, 2018,

the shareholding of our Company was as follows:

Shareholders

Registered capital

Approximate
equity interest

Mr. Xu ...

Mr. Xu Dongbo . . ... .. ... .
Tianjin Jincheng ... ..... ... . ... ... .....
Tianjin Jinji.......... ... .. ... .. .. . ... ....
Tianjin Jindi ........... ... . ... . ... .. ... .

5.  Capital Increase in February 2019

(RMB)

55,830,000
31,780,000
15,000,000
14,250,000
8,810,000
3,840,000
2,580,000
132,090,000

(%)

42.27
24.06
11.36
10.79
6.67
291
1.95
100.00

In order to implement the stock incentive scheme, on December 10, 2018, the then

Shareholders of our Company resolved to increase the registered capital of our Company from
RMB132.09 million to RMB133.34 million. Tianjin Jinli subscribed for the increased
registered capital of RMB1.25 million, representing approximately 0.94% of the increased
equity interest in our Company, at the consideration of RMB4,375,000 (the “Feb-2019 Capital

Increase™).

Upon the completion of such capital increase on February 14, 2019, the shareholding of

our Company was as follows:

Shareholders

Registered capital

Approximate
equity interest

Hongqiao Jinji.......... ... . ... . ... .. .....
Mr. Xu .o
Mr. Chen. ... ... ..
Mr. Xu Dongbo . .. ... ... ...
Tianjin Jincheng . ... ... ... . ... . ... .. .....
Tianjin Jinji. .. ... ... ... .. ... .. .. . ... ...
Tianjin Jindi .. ....... ... .. ... .. .. . .. ... ..
Tianjin Jinli. ... ... ... ... . ... . ... .. .....
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55,830,000
31,780,000
15,000,000
14,250,000
8,810,000
3,840,000
2,580,000
1,250,000
133,340,000

(%)

41.87
23.83
11.25
10.69
6.61
2.88
1.93
0.94
100.00
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6. Capital Increase in May 2019

In order to implement the stock incentive scheme, on April 23, 2019, the then
Shareholders of our Company resolved to increase the registered capital of our Company from
RMB133.34 million to RMB135.84 million. Tianjin Jincheng, Tijianjin Jinji and Tianjin
Jinyong subscribed for the increased registered capital of RMB430,000, RMB490,000 and
RMB1.58 million, representing approximately 0.32%, 0.36% and 1.16% of the increased equity
interest in our Company, at the consideration of RMB1.72 million, RMB1.96 million and
RMB6.32 million, respectively (the “May-2019 Capital Increase”).

Upon the completion of such capital increase on May 10, 2019, the shareholding of our
Company was as follows:

Approximate

Shareholders Registered capital equity interest
(RMB) (%)

Hongqiao Jinji........ ... ... ... ............ 55,830,000 41.10
Mr. Xu .. 31,780,000 23.40
Mr. Chen. ...... ... ... .. .. .. 15,000,000 11.04
Mr. Xu Dongbo . .. ... ... 14,250,000 10.49
Tianjin Jincheng ... ..... ... ... . ... ..... 9,240,000 6.80
Tianjin Jinji. . ..o oot 4,330,000 3.19
Tianjin Jindi .. ....... ... .. ... .. .. .. ... 2,580,000 1.90
Tianjin Jinyong . .. ............ ... ....... 1,580,000 1.16
Tianjin Jinli. ... ... ... ... . ... . ... .. ..... 1,250,000 0.92
Total . .. ... ... . ... 135,840,000 100.00

7. Joint-Stock Reform in November 2019

Pursuant to the shareholders’ resolutions on November 20, 2019 and the promoters’
agreement dated November 20, 2019, the then existing Shareholders of our Company agreed
to covert our Company into a joint stock limited liability company with a registered capital of
RMB135,840,000. Pursuant to the promoters’ agreement, the audited net asset value of our
Company as of August 31, 2019 amounted to RMB535,162,132.13, of which (i) RMB136.50
million has been converted into 136,500,000 Shares of RMB1.00 par value each, which were
subscribed by and issued to the then Shareholders of our Company in proportion to their
respective equity interest in our Company; and (ii) the remaining amount of
RMB398,662,132.13 was converted to capital reserve of our Company. Upon the completion
of registration with the then Beijing Municipal Administration for Market Regulation (3t 507
FORE T % %) on November 25, 2019, our Company was converted into a joint stock
company with limited liability and renamed as Laopu Gold Co., Ltd. (&8 8t & A BRA 7).

~ 142 -



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

HISTORY, DEVELOPMENT AND CORPORATE STRUCTURE

Upon the completion of the joint-stock reform on November 25, 2019, the shareholding
of our Company was as follows:

Approximate

Shareholders Number of Shares equity interest
(%)

Hongqiao Jinji.......... ... ... ... .. ..... 56,101,300 41.10
Mr. XU ... 31,934,400 23.40
Mr. Chen........... .. .. ... .. . ... 15,072,900 11.04
Mr. Xu Dongbo . . . ... ... . ... 14,319,200 10.49
Tianjin Jincheng ... ..... ... . ... ... ..... 9,284,900 6.80
Tianjin Jinji.......... ... .. ... .. .. . ... .... 4,351,000 3.19
Tianjin Jindi . ........ ... .. ... .. ... ... .... 2,592,500 1.90
Tianjin Jinyong . . ........... ... . ... .. .. ... 1,587,700 1.16
Tianjin Jinli. .. ... ... ... . 1,256,100 0.92
Total . .. ..... .. .. .. .. .. . .. ... 136,500,000 100.00

8.  Capital Increase in November 2023

On November 7, 2023, the then Shareholders of our Company resolved to increase the
share capital of our Company from 136,500,000 Shares to 142,642,500 Shares with registered
capital of our Company increased from RMB136.5 million to RMB142,642,500. The three
subscribers, including Xiamen Heiyi No. 3 Equity Investment Partnership (Limited
Partnership) (/&[22 =S RMERES B EE (ARAY) ) (formerly known as Suzhou
Heiyi No. 3 Equity Investment Partnership (Limited Partnership) (ff/H 220 =S¢ RHER E %
% (ARA%) ) ) (“Xiamen Heiyi”), Suzhou Yimei Investment Partnership (Limited
Partnership) (BRIMRERIZEHRER B ¥ (ARE¥) ) (“Suzhou Yimei”) and Fosun
Hanxing (Hangzhou) Equity Investment Fund L.P. (Limited Partnership) ({2 B (FTH) &
HREREREAE (ARAY) ) (“Fosun Hanxing”), subscribed for the increased share
capital of 6,142,500 Shares at a total consideration of RMB225 million (the “Nov-2023
Capital Increase”).
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The respective subscription amount and consideration for each subscribers were as

follows:
Corresponding
approximate
equity interest in
our Company
(upon completion
Number of Shares of the Nov-2023
Subscribers subscribed for Consideration Capital Increase)
(RMB) (%)
Xiamen Heiyi .............. 2,655,800 97,282,100 1.86
Suzhou Yimei .............. 2,121,700 77,717,900 1.49
Fosun Hanxing ............. 1,365,000 50,000,000 0.96
Total ... .................. 6,142,500 225,000,000 4.31

Upon the completion of such capital increase on November 9, 2023, the shareholding of

our Company was as follows:

Shareholders

Number of Shares

Approximate
equity interest

Mr. Xu ...

Mr. XU Dongbo . ........ .. .. .. .. .. ...
Tianjin Jincheng .. ....... .. ... ... . ... ....
Tianjin Jinji.......... ... .. ... .. .. . ... ....
Xiamen Heiyi . .......... ... .. ... ... ....
Tianjin Jindi ........... ... . ... . ... .. ... .
Suzhou Yimei . ............... ... .........
Tianjin Jinyong . . . ... ... ... . ... ... ...
Fosun Hanxing ............ ... ... .. ........
Tianjin Jinli. ... ... ... ... . ... ... .. .....
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31,934,400
15,072,900
14,319,200

9,284,900
4,351,000
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2,121,700
1,587,700
1,365,000
1,256,100
142,642,500

(%)

39.33
22.39
10.57
10.04
6.51
3.05
1.86
1.82
1.49
1.11
0.96
0.88
100.00
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JOINT-CONTROL CONFIRMATION

On November 8, 2023, Mr. Xu and Mr. Xu Dongbo entered into a joint-control
confirmation, pursuant to which Mr. Xu and Mr. Xu Dongbo confirmed that they have jointly
controlled the management and operation of our Group since the establishment of our
Company, and will continue to jointly control the management and operation of our Group.
They had agreed to consult with each other and reach a unanimous consensus between
themselves before the decision, implementation and agreement on all material management
affairs, votings and/or commercial decisions, including but not limited to financial and
operational matters, of any member of our Group and if there is any disagreement between
them in respect of the operation and management of our Group, the decisions of Mr. Xu shall
prevail. Therefore, Mr. Xu and Mr. Xu Dongbo are deemed to be concert parties who have been
and will continue to act in concert in the management and operation of our Group.

STOCK INCENTIVE PLATFORMS

In recognition of the contributions of our employees and to incentivize them to further
promote our development, pursuant to the stock incentive scheme approved and adopted by our
Shareholders’ meeting on October 11, 2018 (the “Stock Incentive Plan”), in 2018 and 2019,
Tianjin Jincheng, Tianjin Jinji, Tianjin Jinyong and Tianjin Jinli were established in the PRC
as stock incentive platforms to implement the Stock Incentive Plan. Since the implementation
of the Stock Incentive Plan, our Company granted several rounds of awards to the participants
in November 2018, February 2019, May 2019, and October 2023, respectively. The participants
of the Stock Incentive Plan shall become limited partners of the stock incentive platforms upon
registration of their interests. The capital contribution made by the selected participants to the
stock incentive platforms shall be sourced from their own funds.

Separately, to recognize contribution and support to the group of Controlling
Shareholders’ early business by Stationery Culture’s then employees, Mr. Xu transferred part
of his equity interests in our Company to Tianjin Jindi in November 2018. Same as the other
four stock incentive platforms, the then selected employees of Stationery Culture became
limited partners of the stock incentive platforms and had made their respective capital
contribution.

All management powers of the five stock incentive platforms including Tianjin Jindi shall
reside with the respective general partner. Hongqiao Jinji was appointed as the initial general
partner for holding and managing the interests in each of stock incentive platforms since their
respective establishment. To facilitate the management and future trading of the underlying
Shares of the awards, along with the last round of grant of awards pursuant to the Stock
Incentive Plan through transferring Hongqiao Jinji’s equity interests in the relevant stock
incentive platforms to selected employees of Group in October 2023, certain participants’
interests were transferred and adjusted among the stock incentive platforms and a participant
representative has been elected as a new general partner by all participants in each stock
incentive platform other than Tianjin Jincheng to replace Hongqiao Jinji. Details of each stock
incentive platform as of the Latest Practicable Date are set forth below.
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Tianjin Jincheng

Tianjin Jincheng was established in the PRC as a limited partnership on August 22, 2018.
As of the Latest Practicable Date, Tianjin Jincheng had 40 limited partners, including Mr.
FENG Jianjun (#5%#) (an executive Director and deputy general manager of our Company)
holding approximately 6.60% of the limited partnership interests in Tianjin Jincheng, Mr. XU
Rui (##1) (an executive Director and general manager of the business department of our
Company) holding approximately 5.38% of the limited partnership interests in Tianjin
Jincheng, Mr. JIANG Xia (##) (an executive Director of our Company and the supervisor of
Yueyang Laopu) holding approximately 6.45% of the limited partnership interests in Tianjin
Jincheng, Ms. PENG Liuhua (32#%¢) (chairperson of the Supervisory Committee and the
employee representative Supervisor of our Company) holding approximately 4.30% of the
limited partnership interests in Tianjin Jincheng, Ms. XIAO Yanhui (¥ %i##) (a Supervisor of
our Company) holding approximately 4.30% of the limited partnership interests in Tianjin
Jincheng, Mr. SUI Wu (F§X) (a Supervisor of our Company) holding approximately 1.32% of
the limited partnership interests in Tianjin Jincheng, Mr. ZHOU Yingnian (J&MfE4F) (the
director and general manager of Yueyang Laopu) holding approximately 6.45% of the limited
partnership interests in Tianjin Jincheng and two of their close associates (holding
approximately 2.76% and 4.84% of the limited partnership interests in Tianjin Jincheng,
respectively, both of them are also employees of our Group) and 31 other employees of our
Group, all of which were Independent Third Parties. None of the limited partners of Tianjin
Jincheng, together with their respective associates, are interested in 30% or more of the limited
partnership interests in Tianjin Jincheng. Hongqiao Jinji is the general partner of Tianjin
Jincheng. Thus, in effect, all management powers and voting rights of Tianjin Jincheng reside
with Hongqiao Jinji. As of the Latest Practicable Date, all awards corresponding to the
underlying Shares held by Tianjin Jincheng in our Company have been granted and vested and
no further underlying Shares of the awards held by Tianjin Jincheng will be granted to the
individual grantees before the [REDACTED].

Tianjin Jinji

Tianjin Jinji was established in the PRC as a limited partnership on August 22, 2018. As
of the Latest Practicable Date, Tianjin Jinji had 36 limited partners, all of which were
employees or former employee of our Group and the Independent Third Parties. Among the 36
limited partners, each of YU Bin (44) (our sales director of Central China), ZHANG Youkai
(5R A B) (our recruitment director) and FANG Shigiang (/7 f1:38) (our administration director)
is interested in 10% or more of the limited partnership interests in Tianjin Jinji. None of the
limited partners of Tianjin Jinji, together with their respective associates, are interested in 30%
or more of the limited partnership interests in Tianjin Jinji. LIU Qiong (%#]#), the customer
service director of our Company and an Independent Third Party, is the general partner of
Tianjin Jinji. Thus, in effect, all management powers and voting rights of Tianjin Jinji reside
with LIU Qiong. As of the Latest Practicable Date, all awards corresponding to the underlying
Shares held by Tianjin Jinji in our Company have been granted and vested.
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Tianjin Jinyong

Tianjin Jinyong was established in the PRC as a limited partnership on April 22, 2019. As
of the Latest Practicable Date, Tianjin Jinyong had 36 limited partners, all of which were
employees of our Group and Independent Third Parties. None of the limited partners of Tianjin
Jinyong, together with their respective associates, are interested in 30% or more of the limited
partnership interests in Tianjin Jinyong. MA Le (J5%%), the senior manager of supply chain
management of our Company and an Independent Third Party, is the general partner of Tianjin
Jinyong. Thus, in effect, all management powers and voting rights of Tianjin Jinyong reside
with MA Le. As of the Latest Practicable Date, all awards corresponding to the underlying
Shares held by Tianjin Jinyong in our Company have been granted and vested.

Tianjin Jinli

Tianjin Jinli was established in the PRC as a limited partnership on December 11, 2018.
As of the Latest Practicable Date, Tianjin Jinli had one limited partner, Ms. XIE Xiaofen (551
[#:7%) who is an employee of our Group and an Independent Third Party. LIU Zhi (#]7), the
finance manager of our Company and an Independent Third Party, is the general partner of
Tianjin Jinli. Thus, in effect, all management powers and voting rights of Tianjin Jinli reside
with LIU Zhi. As of the Latest Practicable Date, all awards corresponding to the underlying
Shares held by Tianjin Jinli in our Company have been granted and vested.

Tianjin Jindi

Tianjin Jindi was established in the PRC as a limited partnership on August 22, 2018 as
a stock incentive platform for the purpose of recognizing the support from the then employees
of Stationery Culture to the group of Controlling Shareholders’ early business. As confirmed
by our Company, there had been no sharing of resources (including, without limitation, staff)
between our Group and Stationery Culture which had not been fully recharged to the respective
parties during the Track Record Period. Upon the recent adjustment among the stock incentive
platforms made in October 2023, as of the Latest Practicable Date, Tianjin Jindi had 24 limited
partners and all of them were employees or former employees of Stationery Culture and
employees of our Group and were the Independent Third Parties. Among the 24 limited
partners, XU Wei (#%#1) (manager of Stationery Culture) is interested in 10% or more of the
limited partnership interests in Tianjin Jindi. None of the limited partners of Tianjin Jindi,
together with their respective associates, are interested in 30% or more of the limited
partnership interests in Tianjin Jindi. WANG Jianming (FE##M), the audit manager of
Stationery Culture and an Independent Third Party, is the general partner of Tianjin Jindi. Thus,
in effect, all management powers and voting rights of Tianjin Jindi reside with WANG
Jianming. As of the Latest Practicable Date, all awards corresponding to the underlying Shares
held by Tianjin Jindi in our Company have been granted and vested.

As of the Latest Practicable Date, all awards under the Stock Incentive Plan have been
fully granted and vested. All capital contribution in relation the awards granted in Tianjin
Jincheng, Tianjin Jindi, Tianjin Jinji, Tianjin Jinli and Tianjin Jinyong have been fully settled
by the relevant participants.
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[REDACTED] INVESTMENTS
Overview

During the period from November 2017 to November 2023, our Company obtained
several rounds of investments, including Nov-2017 Capital Increase, May-2018 Capital
Increase and Nov-2023 Capital Increase, from the [REDACTED] Investors through
subscriptions for increased registered capital of our Company. For further details, see the
subsection headed “Corporate Development and Shareholding Changes of Our Company —
Subsequent Capital Changes and Equity Transfers of Our Company” in this section.

Principal Terms of the [REDACTED] Investments

The following table summarizes the key terms of the [REDACTED] Investments to our
Company made by the [REDACTED] Investors:

Nov-2017 Capital May-2018 Capital Nov-2023 Capital

Increase Increase” Increase
Amount of consideration paid (RMB) . . . .. . . 30,000,000 11,250,000 225,000,000
Date of payment of full consideration . . . . . . . November 9, 2017 June 29, 2018 November 9, 2023
Post-money valuation of our Company (RMB) 150,000,000 537,480,000 5,225,000,000”
(approximation) . ... ..............
Date of agreements. . .. .............. September 11, 2017 March 30, 2018 November 7, 2023
Cost per Share paid under the [REDACTED] 240 4.50 36.63
Investments (RMB) (approximation). . . . . ..
Discount to the [REDACTED]® [REDACTED]% [REDACTED]% [REDACTED]%
(approximation) . ... ..............
Basis of determination of the valuation and The valuation and consideration for each round of the Pre-IPO
consideration . . ... ... ... ... Investments were determined based on arm’s length negotiations

between our Company and the [REDACTED] Investors after taking
into consideration the timing of the investments and the business,
operations and status of our business and operating entities.
Lock-up period . .. ................. Pursuant to the applicable PRC law, all existing Shareholders
(including the [REDACTED] Investors) could not dispose of any of
the Shares held by them within 12 months following the

[REDACTED].
Use of [REDACTED] from the [REDACTED] We utilized the [REDACTED] from the [REDACTED] Investments
Investments . . .. ................. for the principal business of our Company, including but not limited

to the growth and expansion of our Company’s business and general
working capital purposes. As of the Latest Practicable Date, all the
[REDACTED] from the [REDACTED] Investments had been
utilized for expansion of our Company’s business and general
working capital purposes.
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Nov-2017 Capital May-2018 Capital Nov-2023 Capital
Increase Increase Increase

Strategic benefits to our Company brought by At the time of the [REDACTED] Investments, our Directors were of
the [REDACTED] Investors . . ....... .. the view that our Company could benefit from the additional funds
provided by the [REDACTED] Investors’ investments in our
Company and the knowledge and experience of the [REDACTED]
Investors. Our [REDACTED] Investors include professional
institutional investors with comprehensive investment experiences
in consumer industry which can provide us with professional advice
on our Group’s development (including strategy planning and
acquisitions) and our corporate governance (including financial
management and talent development). The [REDACTED]
Investments also demonstrate the [REDACTED] Investors’
confidence in the business and operation of our Company.

Notes:

(1)  The capital increase contributed by Mr. Xu and Honggqiao Jinji were not included in the above table. For details
of the May-2018 Capital Increase, please see “— Corporate Development and Shareholding Changes of Our
Company — Subsequent Capital Changes and Equity Transfers of Our Company — 3. Capital Increase in May
2018 of this section.

(2)  The amounts settled under the Nov-2017 Capital Increase were based on arm’s length negotiations, which were
primarily affected by, among others, the negotiations with Mr. Chen back in April 2017 when the business
prospects of our Company was at an early development stage, which in turn reflected the investment risks
assumed by the relevant [REDACTED] Investor, including the limited number of boutiques operated by us at
early development stage. Thus Mr. Chen invested our Group as a strategic investor.

(3)  The amounts settled under the May-2018 Capital Increase were based on arm’s length negotiations, which were
primarily affected by, among others, the opening of more boutiques during the period between April 2017 and
May 2018, which in turn reflected the then business prospects, results of operation and financial condition of
our Group.

(4)  The amounts settled under the Nov-2023 Capital Increase were based on arm’s length negotiations, which were
primarily affected by, among others, reference to the prevailing valuation of other comparable companies listed
on the Stock Exchange at the material time, which in turn reflects lower investment risks of the relevant
[REDACTED] Investors.

5) Assuming the [REDACTED] is HK$[REDACTED] per Share (being the mid-point of the indicative
[REDACTED)] as stated in this document) and the indicative exchange rate is HK$1.00 = RMB[0.90886].

[REDACTED] Investors’ Rights

Pursuant to the capital increase agreements during the [REDACTED] Investments, the
[REDACTED] Investors had been granted certain special rights, including, among others,
divestment rights, information rights, pre-emptive right, right of co-sale, anti-dilution right,
veto rights for certain corporate actions and preferred liquidation right. Pursuant to the
supplemental [REDACTED] Investments agreements dated May 18, 2020 and March 1, 2022
entered into and among relevant Shareholders and as confirmed by our Directors, all special
rights granted to the then [REDACTED] Investor for the Nov-2017 Capital Increase and the
May-2018 Capital Increase have been terminated. Pursuant to the shareholders agreement
dated November 7, 2023 entered into and among relevant Shareholders and as confirmed by
our Directors, save for the divestment rights which was terminated before the date of our first
submission of the [REDACTED] to the Stock Exchange, all the special rights granted to the
[REDACTED] Investors for the Nov-2023 Capital Increase will be terminated prior to the
[REDACTED].
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Information About the [REDACTED] Investors
The background information of our [REDACTED] Investors is set out below.
Mr. Chen

. Mr. Chen is an individual investor, who has made investments in other industries such as
real estates, IT and biotech. Mr. Chen served as a director of Raycom Holdings Limited
(B b E R A BR A 7)) and a director and the general manager of Legend Shenzhen
Science and Technology Park Limited (ZEYITTH#AERH E A PR/ ]), both of which are
subsidiaries of Legend Holdings Corporation (¥fiAH#% A A /A7), a company listed
on the Main Board of the Stock Exchange (stock code: 3396).

Xiamen Heiyi and Suzhou Yimei

. Xiamen Heiyi is a limited partnership incorporated in the PRC with Gongqingcheng
Yiyuan Investment Partnership (Limited Partnership) CGLEWRBRE S B OEAERE
%)) (“Gongqingcheng Yiyuan”) as its general partner and more than 20 limited partners.
None of the limited partners, together with their associates, are interested in 30% or more
of the limited partnership interests in Xiamen Heiyi. Xiamen Heiyi invests in high growth
enterprises in consumer section, especially those with innovative business models and
high market potential in the PRC and global markets.

. Suzhou Yimei is a limited partnership incorporated in the PRC with Gongqgingcheng
Yiyuan as its general partner. BA HM Hong Kong Limited, which holds approximately
98.43% interests of Suzhou Yimei as one of its limited partners is controlled by BA
Capital Fund III, L.P. (“BA Capital Fund”) and the general partner of BA Capital Fund
is BA Capital Limited, which is ultimately controlled by Mr. HE Yu. The remaining
limited partnership interest is held by Ant View Hong Kong Limited, which is also
ultimately controlled by Mr. HE Yu. BA Capital Fund is a private equity investment fund
investing in high growth consumer brands with innovative business model and high
market potential in China and global markets. It has BA Capital Limited as its general
partner and more than 30 limited partners. These limited partners of BA Capital Fund are
mostly institutional investors, including leading global asset management funds,
renowned consumer corporates and family offices. None of these limited partners holds
more than 30% of equity interests in BA Capital Fund.

. Gongqingcheng Yiyuan is the general partner of Xiamen Heiyi and Suzhou Yimei. Each
of Gonggingcheng Yiyuan, Xiamen Heiyi and Suzhou Yimei is ultimately controlled by
Mr. HE Yu. Mr. He has extensive private equity experience in consumer industry. Mr. He
founded and served as the managing partner of Shenzhen Qianhai Heiyi Innovation
Investment Partnership (Limited Partnership) (I BRISAIRE S B EEAERE
%)) since February 2016 and led investments in a number of leading consumer
companies, including Pop Mart International Group Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 9992) (“Pop Mart”), Giant Biogene
Holding Co., Ltd, a company listed on the Main Board of the Stock Exchange (stock code:
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2367) and Guangdong Yuanji Food Co., Ltd. (JERE =& MEBAR/AH]). He has
been a non-executive director of Pop Mart since May 2019. To the best knowledge of the
Directors, each of Xiamen Heiyi and Suzhou Yimei and their respective ultimate
beneficial owners is an Independent Third Party.

Fosun Hanxing

. Fosun Hanxing is a limited partnership established in the PRC, whose general partner is
Fosun Chuangfu (Hangzhou) Enterprise management L.P. (Limited Partnership) ({28l
WU EEE S ECERA1K)). Fosun Hanxing is ultimately controlled by
Shanghai Yuyuan Tourism Mall Group Co., Ltd. (7% R iR s (4L B B A BR A
A]), a company whose shares are listed on the Shanghai Stock Exchange (stock code:
600655). Fosun Hanxing focuses on equity and equity-related investments in the fields of
consumer technology. To the best knowledge of the Directors, each of Fosun Hanxing and
its ultimate beneficial owner is an Independent Third Party.

Compliance With Guide for New Listing Applicants

On the basis that (i) the [REDACTED], being the first day of [REDACTED] of our H
Shares on the Stock Exchange will take place more than 120 clear days after the completion
of the [REDACTED] Investments; (ii) save for the divestment rights granted to the
[REDACTED] Investors which ceased to be effective before the date of our first submission
of the [REDACTED] to the Stock Exchange, all the special rights granted to the
[REDACTED] Investors will be terminated prior to the [REDACTED], the Sole Sponsor
confirms that the [REDACTED] Investments as described above are in compliance with the
guidance in Chapter 4.2 of the Guide for New Listing Applicants published by the Stock
Exchange effective from January 1, 2024.

MAJOR ACQUISITIONS, MERGERS AND DISPOSALS

Throughout the Track Record Period and as of the Latest Practicable Date, we did not
conduct any major acquisitions, mergers or disposals.

COMPLIANCE WITH LAWS AND REGULATIONS

As of the Latest Practicable Date, as advised by our PRC Legal Advisors, the
establishment of our Company and transfers of equity interests and changes in registered
capital (where applicable) have been properly and legally completed in compliance with the
applicable laws and regulations.

As advised by our PRC Legal Advisors, our Company has obtained relevant approvals or
confirmation and has registered or filed with the relevant competent authorities (where
applicable) in accordance with the relevant laws and regulations in respect of its establishment
and subsequent transfers of equity interests, including the [REDACTED] Investments as
referred to above, and changes in registered capital (where applicable), and the establishment
of our Company and subsequent transfers of equity interests and changes in registered capital
(where applicable) are effective and legally binding.
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FULL CIRCULATION

Our Company has applied for H-share full circulation to convert certain of the Unlisted
Shares into H Shares as per the instructions of the relevant Shareholders. The conversion of
Unlisted Shares into H Shares will involve an aggregate of 69,050,660 Unlisted Shares held by
12 existing Shareholders (i.e. 22,440,520 Unlisted Shares being held by Honggqiao Jinji,
12,773,760 Unlisted Shares being held by Mr. Xu, 7,536,450 Unlisted Shares being held by Mr.
Chen, 5,727,680 Unlisted Shares being held by Mr. Xu Dongbo, 4,642,450 Unlisted Shares
being held by Tianjin Jincheng, 4,351,000 Unlisted Shares being held by Tianjin Jinji,
2,592,500 Unlisted Shares being held by Tianjin Jindi, 1,587,700 Unlisted Shares being held
by Tianjin Jinyong, 1,256,100 Unlisted Shares being held by Tianjin Jinli, 2,655,800 Unlisted
Shares being held by Xiamen Heiyi, 2,121,700 Unlisted Shares being held by Suzhou Yimei
and 1,365,000 Unlisted Shares being held by Fosun Hanxing), representing approximately
[REDACTED]% of total issued Share capital of our Company upon the completion of the
conversion of Unlisted Shares into H Shares and the [REDACTED] (assuming the
[REDACTED] is not exercised).

Save as disclosed in this document and to the best knowledge of our Directors, we are not
aware of the intention of any existing Shareholders to convert their Unlisted Shares. See “Share
Capital” in this document for further details.

PUBLIC FLOAT

The [111,639,800] Shares held by Mr. Xu, Mr. Xu Dongbo, Hongqiao Jinji and Tianjin
Jincheng, representing approximately [78.27]% of our total issued Shares of our Company
before the [REDACTED], or approximately [REDACTED]% of our total issued Shares upon
[REDACTED] (assuming the [REDACTED] is not exercised), or approximately
[REDACTED]% of our total issued Shares upon exercise of the [REDACTED] in full, will
not be considered as part of the public float for the purpose of Rule 8.08 of the Listing Rules
as these Shareholders will constitute core connected persons of our Company upon the
[REDACTED], the Shares held by them will not be counted towards the public float for the
purpose of Rule 8.08 of the Listing Rules after the [REDACTED]. The [7,536,450] Unlisted
Shares held by Mr. Chen, representing approximately 5.28% of our total issued Shares before
the [REDACTED], or approximately [REDACTED]% of our total issued Shares upon
[REDACTED] (assuming the [REDACTED] is not exercised), or approximately
[REDACTED]% of our total issued Shares upon exercise of the [REDACTED] in full, will
not be considered as part of the public float for the purpose of Rule 8.08 of the Listing Rules
as these Shares are Unlisted Shares which will not be converted into H Shares and
[REDACTED] upon completion of the [REDACTED].

The [23,466,250] Unlisted Shares held by Mr. Chen, Tianjin Jinji, Tianjin Jindi, Tianjin
Jinyong, Tianjin Jinli, Xiamen Heiyi, Suzhou Yimei and Fosun Hanxing representing [16.45]%
of our total issued Shares of our Company before the [REDACTED], or approximately
[REDACTED]% of our total issued Shares upon [REDACTED] (assuming the [REDACTED]
is not exercised), or approximately [REDACTED]% of our total issued Shares upon exercise
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of the [REDACTED] in full, will be converted into H Shares and [REDACTED] upon
completion of the [REDACTED]. As these Shareholders will not be core connected persons of
our Company upon [REDACTED], are not accustomed to take instructions from core
connected persons of our Company in relation to the acquisition, disposal, voting or other
disposition of their Shares, and their acquisition of Shares were not financed directly or
indirectly by core connected persons of our Company, the H Shares held by them will be
counted towards the public float for the purpose of Rule 8.08 of the Listing Rules after the
[REDACTED].

Based on the above, it is expected that immediately following completion of the
[REDACTED] and assuming the [REDACTED] is not exercised, the total number of listed H
Shares of our Company held by the public represents approximately [REDACTED]% of the
total number of issued Shares of our Company. Therefore, our Company will be able to meet
the minimum public float requirement under Rule 8.08 of the Listing Rules.

CAPITALIZATION OF OUR COMPANY
The table below is a summary of the capitalization of our Company as of the Latest
Practicable Date and immediately following the completion of the [REDACTED] (assuming

the [REDACTED] is not exercised):

Immediately upon completion of the

As of the Latest Practicable Date [REDACTED]
Approximate Approximate
Description ownership Number Description ownership
Shareholders No. of Shares of Shares percentage of Shares of Shares percentage’
Honggqiao Jinji . 56,101,300 Unlisted 39.33%  [33,660,780] Unlisted  [REDACTED]%
Shares Shares
[22,440,520] H Shares
Mr. Xu . ... .. 31,934,400 Unlisted 22.39%  [19,160,640] Unlisted  [REDACTED]%
Shares Shares
[12,773,760] H Shares
Mr. Xu Dongbo. 14,319,200 Unlisted 10.04% [8,591,520] Unlisted  [REDACTED]%
Shares Shares
[5,727,680] H Shares
Tianjin 9,284,900 Unlisted 6.51% [4,642,450] Unlisted  [REDACTED]%
Jincheng . . . . Shares Shares
[4,642,450] H Shares
Tianjin Jinji . . . 4,351,000 Unlisted 3.05% [4,351,000] H Shares  [REDACTED]%
Shares
Tianjin Jindi. . . 2,592,500 Unlisted 1.82% [2,592,500] H Shares  [REDACTED]%
Shares
Tianjin Jinyong . 1,587,700 Unlisted 1.11% [1,587,700] H Shares  [REDACTED]%
Shares
Tianjin Jinli . . . 1,256,100 Unlisted 0.88% [1,256,100] H Shares  [REDACTED]%
Shares
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Immediately upon completion of the

As of the Latest Practicable Date [REDACTED]
Approximate Approximate
Description ownership Number Description ownership
Shareholders No. of Shares of Shares percentage of Shares of Shares percentage'
[REDACTED]
Investors
Mr. Chen . . . .. 15,072,900 Unlisted 10.57% [7,536,450] Unlisted  [REDACTED]%
Shares Shares
[7,536,450] H Shares
Xiamen Heiyi . . 2,655,800 Unlisted 1.86% [2,655,800] H Shares  [REDACTED]%
Shares
Suzhou Yimei . . 2,121,700 Unlisted 1.49% [2,121,700] H Shares  [REDACTED]%
Shares
Fosun Hanxing . 1,365,000 Unlisted 0.96% [1,365,000] H Shares  [REDACTED]%
Shares
Subtotal . . . .. 142,642,500 - 100% [73,591,840] Unlisted [REDACTED] %
Shares
[69,050,660] H Shares
Public - - — [REDACTED] H Shares  [REDACTED]%
Shareholders .
Total. . . . .. .. 142,642,500 - 100% [REDACTED] - 100%
Notes:

1 The calculation is based on the total number of [73,591,840] Unlisted Shares and [REDACTED] H Shares in
issue immediately after completion of the [REDACTED] (without taking into account the H Shares to may
be issued upon the exercise of [REDACTED]).

PREVIOUS A-SHARE LISTING ATTEMPTS

Our Company engaged Huatai United Securities Co., Ltd. GEZRE G54 RE(LA A
(“Huatai”) as our sponsor and submitted our application for listing of our shares (the “A-share
Listing Attempt”) on the main board of the Shenzhen Stock Exchange (the “SZSE”) to the
CSRC in June 2020. In August 2021, upon CSRC’s review, our A-share Listing Attempt was
not approved. Based on the decision of disapproval for the listing application of Laopu Gold
Co., Ltd. ( BN TAZHEZ GBS B A FRA R A B AT BRI BT Bk E ) )
issued by the CSRC, the major concerns and reasons of CSRC for disapproving our Company’s
A-share Listing Attempt were (i) the necessity and fairness in pricing of our Company’s
continuing transactions with Stationery Culture, a company controlled by the Controlling
Shareholders, after we had acquired the business of Golden Treasury; (ii) the reasonableness
of our Company’s significantly higher gross profit margin as compared to other market
comparables; and (iii) the reasonableness for fund transfers between our related party and a
management personnel and the external manufacturers (the “CSRC Comments”).
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In February 2022, we engaged China Securities Co., Ltd. (H {5 @8 F B0 A R 7))
(“China Securities”) as our sponsor for the proposed second A-share Listing Attempt on the
SZSE and received the notice on the completion of pre-listing tutoring from the Beijing office
of the CSRC ("G 77 B B8 P % B @ LAt B2 4 )5) in June 2023 which did not constitute a
listing approval for the proposed second A-share Listing Attempt by itself. Our Company
submitted our second A-share Attempt in June 2023 and subsequently withdrew it in late July
2023. Nonetheless, taking into account the then development of various capital markets and our
Company’s view that listing in international equity market will further raise our profile and
market awareness worldwide, thus increasing our international competitiveness, we did not
continue our second A-share Listing Attempt in July 2023 and engaged the Sole Sponsor as
sponsor for the Listing application on the Stock Exchange in August 2023. As confirmed by our
Company, there was no disagreement or dispute between us and any of professional parties
involved in the two previous A-share Listing Attempts. Based on the Sole Sponsor’s due
diligence work including, amongst others, (a) reviewing materials submitted to the CSRC on
the previous A-share Listing Attempts; (b) reviewing publicly available information relating to
the previous A-share Listing Attempts; and (c) conducting interviews with the Company and
certain professional parties engaged in connection with the previous A-share Listing Attempts,
the Sole Sponsor is not aware of any disagreement or dispute between the Company and any
of the professional parties involved in the previous A-share Listing Attempts.

Our Directors are of the view that the CSRC Comments are no longer applicable or
relevant to the [REDACTED], or render our Company not suitable for [REDACTED], having
considered:

Continuing Transactions with Stationery Culture

For the continuing transactions with Stationery Culture, our Company purchased gold
materials and products in an aggregate amount of approximately RMB1.01 million in March
2018. In addition, our Company had consignment services arrangement with Stationery Culture
during the years 2017 and 2018 with total consignment fee of approximately RMB1.58 million.

Since the incorporation of our Company and the completion of the business restructuring
with Golden Treasury in December 2016, while Stationery Culture engaged in stationery and
furniture retail business, the products sold by them used to include a few gold artifacts. To
delineate our business and that of Stationery Culture and to avoid potential competition with
Stationery Culture, our Company purchased the remaining inventories of gold materials and
products from Stationery Culture in 2018 with reference to the book value of such inventories.

As Stationery Culture engaged in retail business with its own store and in order to
increase the exposure of our own brand, it used to provide consignment services to our
Company to sell a small amount of our Company’s products in its store with consignment
services fees which were charged based on arm’s length negotiations in 2017 and early 2018.
Such services provided by Stationery Culture had been terminated since March 2018 while our
Company had fast developed our own marketing, promotion and sales channels.
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To avoid potential competition with our Group and prepare for the first A-share Listing
Attempt, Stationery Culture had not engaged in gold jewelry business and had primarily
focused on the retail business of furniture, four treasures of study (35 P4E) and calligraphy
and painting since January 2019 upon obtained its revised business license. All the continuing
related party transactions between our Group and Stationery Culture had been terminated since
then. There were no such continuing transactions with related parties during the Track Record
Period and up to the date hereof.

Higher Gross Profit Margin of our Company

In the first A-share Listing Attempt, the CSRC questioned the reasonableness of our
“significantly higher” gross profit margin (which was an average of 38.6% during the then
track record period) as compared to “other market comparables” (i.e., the nine companies
disclosed in the application materials of the first A-share Listing Attempt with an average gross
profit margin ranging from 22.1% to 26.5% during the then track record period). These
companies were selected as the Company’s “market comparables” in the application materials
of the first A-share Listing Attempt, primarily because they were A-share listed companies with
financial information publicly available at that time. However, due to their individual
characteristics and circumstances, we believe that these companies do not have exactly the
same business model or positioning as us. Our higher gross profit margin as compared to these
companies is commercially justifiable after considering a combination of factors as explained
below.

In terms of brand positioning, according to Frost & Sullivan, when evaluating whether a
brand is “high-end”, it primarily looks into such brand’s reputation among industry veterans,
and among such brand’s target customers. From this perspective, Frost & Sullivan believes that
objective factors such as whether a brand can successfully enter into high-end shopping malls
with stringent entry requirements, and whether the brand is well-regarded by a large number
of high net-worth individuals, are meaningful indicators to evaluate a brand’s positioning. As
compared with the high-end jewelry brands selected under these standards, our gross profit
margin was generally in line with (instead of significantly higher than) our industry peers that

have a similar brand positioning, according to Frost & Sullivan.

In terms of business model, according to Frost & Sullivan, jewelry brands that adopt the
self-operation model generally have higher gross profit margin than that of franchise model,
primarily because under the franchise model, franchisors will sell products to the franchisees
at a lower price than they sell directly to end customers so that the franchisees may gain a
reasonable profit. As a result, assuming the same costs of sales, the gross profit margin for
products sold under self-operation model will be naturally higher than those sold under
franchise model. As our Company incurred a higher level of operating expenses as a result of
our fully self-operated model, such as high leasing fee and commission arising from our retail
outlet located in the prime commercial centers in order to match our high-end brand image, the

net profit margin of our Company is relatively more comparable to that of our peers.
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In terms of product mix, according to Frost & Sullivan, heritage gold jewelry generally
has higher gross profit margin than other gold jewelry, primarily because it exhibits a higher
level of craftsmanship complexity and usually has higher selling prices than other gold jewelry;
and among heritage gold jewelry, gem-set jewelry generally has higher gross profit margin than
jewelry made of pure gold only, primarily because consumers are willing to pay a premium for
gem-set heritage gold jewelry that combines the richness of gold with the allure of gemstones.
Accordingly, as a company focused on offering heritage gold jewelry with gem-set jewelry
contributing to almost half of our total sales revenue, it is commercially justifiable for our
Company to have a higher gross profit margin as compared to other gold jewelry brands who
only have a small portion of heritage gold jewelry and/or gem-set jewelry in their product
portfolios. In fact, the gross profit margins of our products were also generally in line with
(instead of significantly higher than) the gross profit margins of the similar types of products
offered by our industry peers, according to Frost & Sullivan.

For details of our gross profit margin, see “Financial Information — Results of
Operations” in this document.

Fund Transfers between the Related Party and Management Personnel of our Group and
our External Manufacturers

(a) the historical transactions were carried out on an ad hoc basis and had terminated since
June 2020. The transactions mainly involved (i) financial assistance of approximately
RMB6.0 million provided to Shenzhen Fuyuan Gongfang Culture Development Co., Ltd.
(ﬁiﬂllﬁf$ﬁﬁilﬁi1t§§%ﬁﬁﬁﬁﬁj), an external manufacturer of our Company
(“Fuyuan Gongfang”) by Stationery Culture in December 2018 with annual interest rate
of 2.75% (which was based on arms-length negotiation and in line with the market rates)
which were fully repaid on time with interests as agreed in June 2020; (ii) financial
assistance of approximately RMB9.0 million and RMB4.0 million provided to an external
manufacturer of our Company (the “External Manufacturer A”) by Stationery Culture
in December 2018 and March 2019, respectively, with annual interest rate of 2.75%
(which was based on arms-length negotiation and in line with the market rates), which
were fully repaid on time with interests as agreed in February 2019 and December 2019,
respectively; and (iii) a management personnel who is in charge of manufacturing
activities, Mr. Zhou Yingnian (FIESE) (“Mr. Zhou™), upon requests from his
acquaintances including representatives of External Manufacturer A and another external
manufacturer of our Company (the “External Manufacturer B”’) and certain individuals
which are Independent Third Parties (the “Independent Individuals”, collectively with
representatives of the External Manufacturers A and B, “Zhou’s Acquaintances”) to do
a personal favor, acted as an escrow agent to temporarily hold the aggregate transaction
amounts of approximately RMB3.34 million in escrow for Zhou’s Acquaintances dealing
with each other in their respective transactions of sales and purchase of gold materials
among Zhou’s Acquaintances for their own business and were irrelevant to our Group and
our business during the period between October 2017 and October 2018. Save for the
above-mentioned transactions, Mr. Zhou did not act as escrow agent for any other
transactions among our Group’s related parties, suppliers and customers during the Track
Record Period and up to the Latest Practicable Date;
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(b)

(©)

the above-mentioned financial assistance to Fuyuan Gongfang and External
Manufacturers A from Stationery Culture were made to facilitate the external
manufacturers to alleviate their temporary working capital shortfalls after considering the
long-standing business relationships with these external manufacturers. As advised by our
PRC Legal Advisors, according to the General Lending Provisions ( (& Z#EHI) ), any
financing arrangements or lending transactions between non-financial institutions is
prohibited and the PBOC may impose on the non-compliant lender a fine of one to five
times the income received by the lender from such loans. Our PRC Legal Advisors further
advised that notwithstanding the Provisions on Several Issues concerning the Application
of Law in the Trial of Private Lending Cases by the Supreme People’s Court of the PRC
(Revised for the Second Time in 2020) ( <5 A B B B o 24 B ) £ B0 5 1 20 I v A
ZTHEMHE) (202045 —KIEIE)) (the “Judicial Interpretations of Private
Lending”), the Supreme People’s Court recognizes the validity of financing arrangements
and lending transactions between non-financial institutions so long as such agreements
are for business operation purposes and do not fall in to certain situations (including
violation of mandatory laws or administrative regulations, violation of public order and
good customs, malicious collusion to damage the legitimate rights and interests of third
parties, etc.) stipulated in the Civil Code and the Judicial Interpretations of Private
Lending. As advised by our PRC Legal Advisors, the financial assistance between
Stationery Culture and the external manufacturers as mentioned above are for business
operation purposes, and do not fall into the above-mentioned situations which lead to the
invalidation of such loan agreements. Our PRC Legal Advisors are of the view that given
the above-mentioned transactions were carried out by Stationery Culture, the risk of our
Company being imposed with such penalty under the General Lending Provisions is
remote;

the escrow arrangements between Mr. Zhou and Zhou’s Acquaintances were purely
personal affairs of Mr. Zhou, based on their friendship and Mr. Zhou’s extensive
experience and reputation in the industry. Mr. Zhou became acquainted with Zhou’s
Acquaintances through daily business communication. Mr. Zhou happened to know the
representative of the External Manufacturer B had surplus gold materials to sell. Due to
his extensive experience in the industry, Mr. Zhou was familiar with market demands in
different cities and became aware of that the representative of the External Manufacturer
A and the Independent Individuals had the intentions to purchase gold materials. Thus, as
a personal favor, Mr. Zhou informed Zhou’s Acquaintances about the above information.
Given Zhou’s Acquaintances (as the vendor and purchasers of such gold materials) were
located in different cities and were not familiar with each other and relevant local market
conditions, in order to ensure the safety of the gold materials and manage counter-party
risks, and considering Mr. Zhou’s extensive experience and reputation in the industry (i.e.
at the time of the escrow arrangements, Mr. Zhou has over 10 years’ experience in
procurement and production management in gold jewelry indutsry, through which he had
gained extensive knowledge of the market conditions and became familiar with those
external manufacturers. He was also well-recognized in the industry. Mr. Zhou was one
of the drafters of the group standards for “Heritage Gold Artifact” ( (k& fifidh) [H#
HEHE) and “Heritage Gold Artifact with Diamonds” ( ik Sk 88 fifi bh ) B HE AT E)
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(d)

published by the China Gold Association (H'[E# & ®&). Mr. Zhou also served as a
member of the National Technical Committee 379 on Gold of Standardization
Administration of China (2 &EHE{L+:1l1ZZ B €) and an observer of the National
Technical Committee 256 on Jewelry of Standardization Administration of China (27
it REfL B il0 & B @), Mr. Zhou was asked to do a personal favor and be an escrow agent
for the transactions. Considering that the relevant transaction parties were his
acquaintances, the funds would only be held for a very short period of time (i.e. usually
not more than two days) by him and no his own fund would be involved, Mr. Zhou
believed that the risk for him to acting as an escrow agent was remote. Thus, Mr. Zhou
agreed to do such personal favor. Mr. Zhou did not receive any benefits arising from such
arrangements. Further, our internal control policies do not allow our staff to carry out any
side business and receive benefits accordingly. As there were no further needs for the
sales of gold material among Zhou’s Acquaintances, no such escrow arrangement was
requested for the transactions between (i) representatives of the External Manufacturers
A and B since late October 2018 and (ii) representative of the External Manufacturer B
and the Independent Individuals since late June 2018, respectively. Mr. Zhou has been the
manager of production department of our Company and director and general manager of
our subsidiary Yueyang Laopu, responsible for procurement and outsourced production
during the Track Record Period and up to the Latest Practicable Date. Although such
escrow arrangements were irrelevant to our Group and our businesses, our Company
implemented internal disciplinary policy reinforcing our internal control policies in
October 2020 to prevent the re-occurrence of such arrangements or similar nature made

by our management or employees;

Fuyuan Gongfang was one of our top five suppliers during the Track Record Period with
the transaction amount of approximately RMB16.0 million, RMBI13.1 million and
RMB38.8 million, in 2021, 2022 and 2023, respectively. The External Manufacturer A
was one of our suppliers during the period from 2020 to 2022 and ceased to be our
supplier in 2023 as we decided to engage another external manufacturer which was more
competitive in terms of, among others, industry reputation and scope of services would
be provided. The External Manufacturer B was our supplier only in 2020 and 2021 and
had ceased to be our supplier since 2022 as our Company became aware of that the
External Manufacturer B decided not to primarily focus on manufacturing of jewelry but
started retail business which could not meet our requirements for an external
manufacturer and may have potential business competition with our Company. The
transaction amount of each of the External Manufacturers A and B accounted no more
than 0.7% of the Group’s total purchase amount in each of the year/period during the
Track Record Period. We determine the pricing terms with all our external manufacturers
(including Fuyuan Gongfang and the External Manufacturers A and B) following the same
set of principles, and the relevant processing fees are calculated based on the weight of
the products and the difficulty of the crafting techniques used. Thus, based on the above
factors, the processing fee for each product with each of Fuyuan Gongfang and the
External Manufacturers A and B during the Track Record Period, which were determined
on an arm’s length basis, may be different from the processing fee for each product and
with each other external manufacturers but were in line with the pricing principles with
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()

our other external manufacturers. The credit terms and agreement term for each of Fuyuan
Gongfang and the External Manufacturers A and B were comparable with those of our
other external manufacturers during the Track Record Period, for details of which, please
refer to the paragraphs headed “Business — Procurement and Production — Production
— Outsourced Production” in this document. No favorable (or unfavorable) terms was
provided to Fuyuan Gongfang and the External Manufacturers A and B as compared with
our other external manufacturers. Each of Fuyuan Gongfang and the External
Manufacturers A and B is an Independent Third Party.

neither our Company nor any of our subsidiaries were involved in each of the transactions
between the related party/employee and the external manufacturers and the source of such
fund transfers is the related party’s and the external manufacturers’ own fund. Such
transactions were not related to the engagement by our Group of such external
manufacturers and our Group had not obtained any favorable terms or lowered costs from
such external manufacturers in connection with such fund transfers;

none of the Directors and management of our Company (except for Mr. Zhou) has
participated in the above-mentioned transaction between the related parties and external
manufacturers; and

our Company was aware of above fund transfers in 2020 during the first A-share
Listing Attempt when preparing responses to CSRC’s comments regarding whether there
were any fund transfers between our related parties (including senior management) and
customer/suppliers. This was not an uncommon question from the CSRC. We informed
the CSRC of the financial assistance provided by Stationery Culture to Fuyuan Gongfang
and the External Manufacturer A, respectively, to address its comments and informed the
CSRC of the fund transfers under the above-mentioned escrow arrangements in the
responses voluntarily. Upon such awareness, has conducted an internal review of the
transactions between our related parties/employees and the external manufacturers.
Although neither our Company nor any of our subsidiaries were involved in and none of
the Directors and management of our Company (except for Mr. Zhou) has participated in
such fund transfer and such fund transfers were not related to the engagement by our
Group of such external manufacturers, our Company identified that our internal control
measures on preventing such fund transfers between our related parties/employees and the
external manufacturers were limited and could be further enhanced. Thus our Company
reinforced our internal control policies to prevent the re-occurrence of transactions of a
similar nature, i.e. regular trainings were provided to the procurement staffs reinforcing
their existing knowledge, detailed internal disciplinary notice and guidelines relating to
financial management and self-examination (i.e. the Notice of Re-emphasizing External
Work Disciplines ( B FK 8 % /b TAEACH AV 1) published by our Company and
the Commitment Letter ( {f# {7k ) ) executed by procurement staffs on an annual
basis among others, to confirm that there were no fund transfers between procurement
staffs and the external manufacturers) were provided to responsible staff, senior
management and Directors and coordination and reporting arrangements within our

Group were reinforced to monitor and prevent re-occurrence of similar transactions. Since
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the termination of such transactions in June 2020 and up to the Latest Practicable Date,
no such transactions had occurred or remained outstanding. Our Company is of the view
that given no similar transactions had occurred or remained outstanding, the enhanced
internal control measures effectively achieved the intention for which they were
established, to which the Sole Sponsor concurs.

The reporting accountants have audited our Group’s historical financial information for
the Track Record Period and opined that the historical financial information gives a true and
fair view of our Group’s financial position and financial performance during the Track Record
Period detailed in Appendix I to this document.

Our Directors further confirm, and the Sole Sponsor concurs, that there is no other
material matter in relation to our previous A-share listing attempts that needs to be brought to
the attention of the Stock Exchange or our investors.

Taking into account the then development of various capital markets and our Company’s
view that [REDACTED] in international equity market will further raise our profile and
market awareness worldwide, thus increasing our international competitiveness, our Company
decided to pursue the [REDACTED] on the Stock Exchange.
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OVERVIEW

We are a leading market player in China’s heritage gold (F7iA8{4) industry as
recognized by the China Gold Association (1B # 4 1#7®)*, epitomizing China’s intangible
cultural heritage value and craftsmanship blended with international fashion aesthetics through
our comprehensive product portfolio, with a market share in the heritage gold jewelry market
and the gold jewelry market in China of 2.0% and 0.6%, respectively, in terms of revenue in
2023, according to Frost & Sullivan. During the Track Record Period, we derived a material
portion of revenue from sales of self-designed heritage gold jewelry through our boutiques. We
adopt a self-operation model and a scenario-based operation style for all our boutiques. As of
the Latest Practicable Date, we self-operated 32 boutiques in reputable commercial centers in
13 cities across China, most of which were tier-one and new tier-one cities. We are dedicated
to offering products that harmonize cultural and fashionable attributes, showcase assertive
style, and demonstrate high quality, ranging from daily wear accessories to ornaments and
vessels. We believe that our brand positioning, product theme and style, sales network, and
scenario-based boutique style contributed to our success. Among the key brands in China’s
gold jewelry market, we are the only brand that focuses on the design, manufacture and sale
of heritage gold jewelry, according to Frost & Sullivan. Among all gold jewelry brands in
China, we ranked first in terms of single-store revenue in each of 2022 and 2023, according to
Frost & Sullivan. In 2023, we further achieved significant growth. Our average revenue for
2023 per boutique that existed as of December 31, 2023 reached RMB93.9 million, exceeding
twice the average revenue for 2022 per boutique that existed as of December 31, 2022.

As pure gold is soft, processing of pure gold, especially when embedding diamonds and
gemstones onto the surface of pure gold, requires sophisticated craftsmanship. Unprofessional
craftsmanship may cause pure gold to be bent, squeezed or deformed. Through years of
dedication and commitment, we have promoted many major developments and advancements
in China’s gold jewelry industry. According to Frost & Sullivan, founded in 2009 we were the
first gold jewelry brand in China to promote the concept of heritage gold, the first to introduce
diamond-inlaid pure gold jewelry, and the first to apply heat treatment of enamels (%£%:) to
pure gold products. Our continuous offering of quality products have made Laopu Gold (G&#f
#42) a well-recognized and highly-regarded brand among high net-worth individuals.
According to the 2023 Hurun Supreme Brands — Chinese High Net-Worth Individuals’ Brand
Preferences Report ( 2023 #H i 2 i 48 i — 7 B & PP ELAHE i R n1 # 5 ) ) released by the
Hurun Research Institute (%1i#8F%¢Bt) in March 2023, our brand was listed among the top ten
jewelry brands preferred by high net-worth individuals, standing as one of the only two
domestic jewelry brands.

According to Frost & Sullivan, heritage gold has heralded a new product era in China’s
gold jewelry industry. In recent years, the gold jewelry market has witnessed new opportunities
for development. Driven by the rapid increase in consumer demand for high-quality products,
heritage gold products have emerged as one of most promising and fastest-growing categories
in the gold jewelry market. According to Frost & Sullivan, the market size for heritage gold
jewelry in China, in terms of sales revenue, has grown from approximately RMB13.0 billion

* Based on The China Gold Yearbook 2020 ("2 % 4 4-2£2020) published by the China Gold Association, and
considering that, among other things, we were the first gold jewelry brand in China to promote the concept of
heritage gold, the first in the industry to embed diamond in pure gold, and the first in the industry to introduce
pure gold enamel jewelry products, according to Frost & Sullivan.
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in 2018 to approximately RMB157.3 billion in 2023 at a CAGR of 64.6%, and is expected to
reach approximately RMB421.4 billion by 2028 at a CAGR of 21.8%. With the transition of
main consumer group to the younger generation, there is an increasing market demand for gold
jewelry products with strong aesthetic attributes, unique cultural and brand identity, and a
sophisticated fashion sense. With our first-mover advantages in the heritage gold jewelry
industry, dedication in product design and manufacture, continuing innovation in product
research and development, and quality customer service offerings, we believe we are
well-positioned to capture the huge growth of China’s heritage gold jewelry market.

We aspire to become an internationally renowned gold jewelry brand that stands as a
beacon of classic and meticulous craftsmanship, epitomizing China’s intangible cultural
heritage value and craftsmanship blended with international fashion aesthetics. We draw
inspiration from classic elements of the Chinese culture to develop products that elegantly
combine traditional Chinese classical standards with modern aesthetics. Sticking with our
brand values of “classic (££H)”, “meticulous (MEE()” and “timeless (f#1H)”, we craft our
jewelry with traditional handcrafting methods. We adhere to a spirit of meticulous
craftsmanship, and certain traditional technique we utilize, such as “filigree inlay” ({E 4% {%)
and “gold and silver inlay” (4 #R£f), are recognized as national-level intangible cultural
heritage. We prioritize originality, emphasizing product research, development, innovation and
quality control. We continually launch new featured products to stay competitive in the market.
As of December 31, 2023, we created approximately 1,700 original product designs and held
copyrights of 1,073 works. Our product mix caters to the diverse needs of consumers of
different ages, including daily wear accessories, as well as stationary, daily use and decorative
ornaments and vessels. Our certain products have driven industry development. For example,
we introduced diamond-set pure gold jewelry products by the end of 2019, and according to
Frost & Sullivan, we were the first in the gold jewelry industry to embed diamond in pure gold,
changing the traditional standard of using K gold as the base material for diamond-set jewelry.
In 2022, by utilizing traditional technique of heat treatment of enamels, we were the first in the
industry to introduce pure gold enamel jewelry products, sparking a new trend in the heritage
gold industry, according to Frost & Sullivan. The below pictures showcase the style of our
main products:

Diamond-Embedding — Rose W ies (HESH T $i— B0 LS 2 51)

Rose Window Necklace Rose Window Ear Rings Rose Window Ring
(BORAE B (BOAAE B FAT) (BOAAE B )
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Hammering — Tea Set Series (— 34T L#i—% HL&71)

Yi Gong Tea Pot Ti Liang Tea Pot You Fang Gold Tea Pot
(R (R T &)

s (LR TH—ARRT)

Heat Treatment of Enamels — Cl

Five Blessings Holding Longevity
Seal Paste Container
(TARFFFENR )

Gem-Setting —Sunflower Series (8T 1 T #—KFTE & 51)

Sunflower Choker Sunflower Ring Sunflower Necklace
ORFBTE B3 CREBTERA) CREBTETSS)

We have established market presence in reputable commercial centers of tier-one and new
tier-one cities in China. As of the Latest Practicable Date, we self-operated a total of 32
boutiques, all located in shopping malls featuring high fashion with stringent entry
requirements, such as SKP and MixC (#53K). According to Frost & Sullivan, as of April
2024, we covered eight out of the top ten shopping malls nationwide, ranking first among all
domestic gold jewelry brands in terms of the coverage rate. We not only successfully entered
into these shopping malls, but also achieved outstanding sales performance in them. For
example, in 2023, our two boutiques located in Beijing SKP generated a total revenue of
RMB335.8 million, achieving a monthly revenue per sq.m. of approximately RMB440,574. To
put it in context, according to Frost & Sullivan, Beijing SKP is one of the world’s most
productive shopping malls in terms of sales per sq.m., and its monthly sales per sq.m. in 2023
was approximately RMB17,740.6. With our high-quality brand identity, as well as the superb
performances of our existing boutiques, we believe that we have gained a strong channel
expansion capability, enabling us to systematically open new boutiques at coveted positions in
reputable commercial centers with stringent entry requirements. For example, after the
successful collaboration with Beijing SKP, we have established boutiques in other shopping
malls of the SKP group, such as Xi’an SKP, Chengdu SKP, and DT51. Such win-win
collaborations with top commercial centers achieves a virtuous cycle that continuously drives
our growth. We adopt a scenario-based operation style for jewelry stores, with boutiques

- 166 —



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

BUSINESS

themed around classical Chinese study room scenes to largely enhance customer shopping
experience. Our premium boutique locations naturally attract high-end consumers that
perfectly match with our brand positioning, and the premium environments of our boutiques
serve as a testament to our brand identity. In addition, we also reach consumers nationwide
through online channels, including our flagship stores on Tmall and JD.com, which are
independent third-party e-commerce platforms, as well as our WeChat Mini Program that we
developed to optimize our customer experience and increase our online sales.

We experienced significant growth during the Track Record Period. Our revenue
increased from RMB1,264.6 million in 2021 to RMB1,294.2 million in 2022 despite the
adverse impact from COVID-19, and further increased to RMB3,179.6 million in 2023,
representing a CAGR of 58.6% from 2021 to 2023. We recorded a net profit of RMB113.9
million, RMB94.5 million and RMB416.3 million in 2021, 2022 and 2023, respectively.

In the future, we will adhere to strategic principles such as brand innovation, product
internationalization, and global market expansion, enabling us to effectively capture growth
opportunities in the gold and jewelry industry and further expand market share and brand
influence.

OUR COMPETITIVE STRENGTHS

A Leading Market Player in China’s Heritage Gold Industry Epitomizing China’s
Intangible Cultural Heritage Value

Our significant brand advantage is built upon our first-mover position. We are recognized
by the China Gold Association ("'l 417 ®) as a leading market player in China’s heritage
gold industry in The China Gold Yearbook 2020 (H'[E#4:4-%£2020). With over a decade of
dedicated work in the field of Chinese heritage gold artifact craftsmanship, we maintain a
high-quality brand positioning and continuously engage in independent research and
development of heritage gold jewelry to align with consumer trends. According to Frost &
Sullivan, our prominent position in the industry is reflected in various aspects, including:

. We were the first brand in China to promote the concept of heritage gold artifact,
and one of the earliest to engage in brand-oriented operations for traditional
handmade gold jewelry;

. We were the leading drafting unit (55 —#EH¥{/) to draft the group standards for
“Heritage Gold Artifact” ( {ityiiafifidh) BEEFEYE) and “Heritage Gold Artifact
Inlaid with Diamonds” ( (i i A i) FRIEYE) as published by the
China Gold Association ("5 4 1),

. We were the first in the industry to introduce diamond-inlaid pure gold jewelry;

. We ranked first among all domestic jewelry brands in terms of coverage rate in the
top ten high-end shopping malls nationwide as of April 2024;
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. We ranked first in the gold jewelry market in the PRC in terms of average revenue
per boutique in each of 2022 and 2023;

. We ranked first in terms of solidity value (f&{f JJ#5%0) in the Tmall Gold Category
Brand Consumers’ Mind List (RSB S AR L BEH) as published by
Tmall in 2021; and

. We were one of the only two Chinese gold jewelry brands listed in the “2023 Hurun
Supreme Brands — China’s High Net-Worth Individuals’ Brand Preferences Report”

( 2023 2 140 48 i — o I 1 TR (EL B A R T 0 ) ).

According to Frost & Sullivan, the Chinese gold jewelry market is vast, with a multitude
of market players. However, only very few players in the jewelry industry focus their business
on heritage gold jewelry. We have been dedicated in the design and development of heritage
gold products, which require professional crafting techniques, creative design, and mature
manufacturing capabilities. Through years of accumulation, we believe we have achieved
strong brand penetration, visibility, and influence in the field of gold jewelry, especially among
high net-worth individuals, where we have gained recognition and popularity comparable to

top international jewelry brands.

During the Track Record Period, leveraging our first-mover advantage and leadership
position, we successfully seized the growth opportunities in the heritage gold jewelry market
and achieved rapid growth. Specifically, between 2021 and 2023, our revenue increased at a
CAGR of 58.6%. Our gross profit margin has remained over 41% during Track Record Period.
With a mature and stable business model, we believe we are well-positioned to capitalize on
the immense growth potential in the heritage gold artifact market, and to maintain our rapid

growth in the future.
Relentless Focus on Innovation and Acute Sensitivity to The Fashion Trend of The Times

Over the years, we have cultivated a dedicated creation team with an innovative team
culture, which empowers us to conduct independent and innovative research and development,

underpinned by our cultural values and operational mechanisms.

Our creation team is comprised primarily of industry veterans with over ten years of
experience in jewelry design. Our founder personally heads our creation team and supervises
the creation process of our major products to maintain our brand positioning and assertive style
of our products. Our creation team continuously adjusts development plans based on sales
performance, changing market demands, and evolving consumer preferences, while taking into
consideration our brand positioning and manufacturing feasibility. Independent research and
development enable us to consistently introduce new products, continuously providing a wide
range of products featuring Chinese traditional handmade gold craftsmanship.
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We have established a systematic R&D management system. Building upon precise
product positioning, our R&D management system encompasses various stages, such as
formulating overall product development plans, quarterly research and design work covering
merchandise, displays, packaging, and outfit coordination, product acceptance procedures,
guaranteeing the production quality, monitoring market performance and carrying out
post-launch product maintenance, all aimed at introducing more enduring and market-demand-
driven products.

Our commitment to independent R&D supports continuous iterations, upgrades, and
optimizations of our products. This enables us to consistently introduce featured products and
build a product system centered around Chinese heritage gold. While we remain dedicated to
iterating and upgrading our existing products, we continue to explore new techniques and
introduce new products. For instance, in 2019, we launched our diamond-embedded gold
collections, using pure gold as the base material and hand-setting diamonds. This innovation
conquered the soft nature of pure gold, challenging the industry’s traditional norm of diamond
jewelry primarily using K gold as the base material. Diamond-embedded gold products blend
the elegance of traditional classics with modern sophistication and have become a popular
product category in the heritage gold artifact industry. Furthermore, by delving into the
traditional Chinese craft of copper-based heat treatment of enamels, we made use of a
technique for applying heat treatment of enamels to pure gold, forging a unique category of
pure gold collections, sparking a new trend in the heritage gold industry.

With the synergistic support of our creation team and systematic research and
development management system, we created over a thousand original product designs during
the Track Record Period. As of December 31, 2023, we held 229 patents and 1,073 copyrights
in China, as well as 164 patents overseas.

Comprehensive Product Portfolio with Classic Craftsmanship, Assertive Style and High
Quality

The history of Chinese heritage gold artifact crafting dates back to ancient times, with its
origins tracing back to the Shang (7%) and Zhou (J#]) dynasties. Over time, it has evolved into
a unique crafting technique. We have always adhered to traditional handmade gold
craftsmanship. Our heritage gold artifact products are full in shape and rich in details with even
and intricate texture on their surfaces. For instance, techniques like engraving and filigree
create intricate relief patterns on the surface of gold and silver objects, producing a richer
artistic effect. The art of filigree inlaying, which utilizes gems and heat treatment of enamels,
adds a touch of sophistication to our gold jewelry, enhancing color variety, providing
consumers with a deeper sense of satisfaction and strengthening our brand identity.

Our highly effective product processing techniques and innovative craftsmanship strongly
support the continuous improvement of our products. We make full use of the advantages of
heritage gold crafting, transforming artistic imagination into tangible products through
techniques such as investment casting (U A), free forging (##/fi), hammering (SE{),
carving (%), hollowing (#£7), filigree ({E4%), inlay (#£#%), and heat treatment of enamels
(EEE). We believe this approach can ensure that our products are a blend of culture and
fashion, meeting the evolving consumption and aesthetic demands of consumers regarding gold
products.
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With over a decade of accumulation, we have delved into the research and development
of a rich and diverse range of differentiated products, with approximately 1,700 original
product designs to offer. In addition to jewelry, our product range includes heavy-weight
products such as decorative ornaments, and collectible gold vessels. These products exhibit a
higher level of craftsmanship complexity, deeply integrating and reflecting cultural elements
and aesthetic appeal, further reinforcing our brand’s unique positioning and greatly satisfying
consumers’ various needs.

Strong Sales Network in Reputable Commercial Centers and Systematic Operational
Model of Boutiques

We operate our boutiques under a self-operation model. According to Frost & Sullivan,
as compared with the franchise model, another chain operation model widely adopted by
jewelry retailers in China, the self-operation model enables enterprises to retain the ownership
of products sold at the retail counters, as well as the right to recruit and manage sales and other
personnels of their own. Moreover, boutiques under the self-operation model generally has a
higher profit margin than those under the franchise model. We have been adopting the
self-operation model for our boutiques and had never entered into any franchise arrangement.
We believe this self-operation model enables us to maintain strict control over our products and
service quality and provide meticulous management of sales and customer service, which are
conducive to building and preserving our brand image.

With our high-quality brand identity, as well as the superb performances of our existing
boutiques, we believe that we have gained a strong channel expansion capability, enabling us
to systematically open new boutiques at coveted positions in reputable commercial centers with
stringent entry requirements. As of the Latest Practicable Date, we had a total of 32 boutiques
located in prime commercial centers, mostly in tier-one and new tier-one cities across China,
including Beijing, Shanghai, Shenzhen, Nanjing, Hangzhou, Shenyang, Xi’an, Macau, and
Hong Kong with four of our boutiques located in SKP malls, nine in MixC malls, and the
remainder situated in renowned commercial centers such as Nanjing Deji Plaza (F§ i f53EE
%), Beijing Oriental Plaza (LRt 5 #H KHEYS), Beijing WF Central (Ui FHFHIR),
Chengdu International Financial Square (J{#BE] M4 H(»), Hangzhou Tower (FLIHKE),
The Venetian Macao (MM JENTAN), and Silvercord GHrisH.(»). Our premium boutique
locations naturally attract consumers that perfectly match with our board positioning, and the
premium environments of our boutiques serve as a testament to our brand identity. Such
win-win collaborations with top commercial centers creates a virtuous cycle that continuously
drives our growth.

In our self-operated boutiques and counters, we have adopted a scenario-based boutique
operation style in the industry. By creating settings inspired by Chinese study rooms, we blend
professional customer service with an immersive showcase of our craftsmanship, products, and
brand culture. Our boutiques are meticulously designed and arranged, from spatial design to
furniture, lighting effects, background music, fragrances, floral decorations, product layouts,
and even the appearance of our store staff and customer service personnel, aiming to present
a sense of Chinese traditional culture with emotional appeal, aligning with the positioning and
image of our traditional handmade gold jewelry. We strive to enable our consumers to
experience our products as cultured, substantial, high-quality, and warm, making their
shopping experience more profound and strengthening their brand loyalty.
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Furthermore, we have established self-operated online sales channels, with flagship stores
on Tmall and JD.com. We have also developed a WeChat Mini Program to streamline our
customer experience and increase our online sales. Our online sales channels allow us to sell
directly to consumers, providing multi-channel coverage to consumers nationwide.

Adoption of Standardized Enterprise Management System to Maintain Efficient
Operations and Effective Quality Control in the Ever-Evolving Consumer Market

We have established a modern enterprise management system with comprehensive
organizational structure, adequate staffing and clearly defined responsibilities, which allows us
to leverage efficient and controllable end-to-end integrated management advantages.

Regarding human resources, our management team is well-rounded with core technical
talents in production, and sufficient personnel in research and development, and management.
We have maintained a stable team of business management professionals since our inception.
In addition, we prioritize talent recruitment, development, and incentives in our management.
We have adopted stock incentive schemes for our senior and key employees and core
management team, effectively enhancing employee cohesion and a sense of belonging while
ensuring the stability of key employees and the core management team. In terms of operational
management, we have accumulated operational experience that aligns with the characteristics
of the heritage gold artifact jewelry industry in areas such as business processes, marketing
promotions, brand operations, financial control, and personnel training. This has led to the
development of a systematic operational model. For quality control, we rigorously manage
every product from the stages of design, sampling, processing to warehousing, national
inspection, and shelf placement. We ensure that each product entering our inventory and
reaching our shelves in the PRC holds a certificate of compliance from the National Jewelry
Quality Supervision and Inspection Center (|25 fifi’8 & B B fas 048 ). From internal
meticulous management to external product certification, we provide consumers with
comprehensive product quality assurance. Our multi-tier, strict quality control system
contributes to maintaining our product quality advantage.

Additionally, we place significant emphasis on after-sales service and are dedicated to
providing consumers with a comprehensive shopping experience. We offer after-sales services,
including lifetime maintenance to ensure high levels of customer satisfaction and loyalty.

We have achieved full-process integrated management focused on product design, craft
research and development, product processing, boutique operations, and product retailing,
supported by a rigorous and practical internal control management system. We believe this
integrated management system has demonstrated our high operational efficiency, consistent
operational standards, and high product quality, thereby establishing our efficient and
controllable management advantage.

OUR GROWTH STRATEGIES

We specialize in traditional Chinese handcrafted gold jewelry, maintaining a strategic
focus. We are dedicated to brand internationalization and global market presence. Adhering to
a strategy that involves both strengthening our domestic market presence and actively
expanding into global markets, we are committed to building our brand into a globally
competitive high-end Chinese jewelry brand. Our goal is to showcase traditional Chinese
handcrafted gold jewelry, as a symbol of classic Chinese culture, on the world stage.
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Continue to Prioritize Product Research and Development Innovation to Strengthen
Market Presence

Our core competitive edge lies in our product design and R&D capabilities. Guided by
market demand and consumer trends, we prioritize continuous product innovation, and iterative
enhancements to maintain the competitiveness of our products.

We plan to further optimize our product manufacturing processes, such as refining
materials, introducing cutting-edge processing technologies, and upgrading traditional
craftsmanship. In addition, we will strengthen our product research and development
capabilities and continue to develop new product lines, such as products for daily use, to enrich
our product portfolio. We will also strengthen our product research and development team by
hiring more talents with deep understanding of traditional culture to continue to drive
innovation.

Deepen Brand Strategic Management to Enhance Brand Influence

We are committed to enhancing the internationalization of our brand. We focus on brand
positioning and will strengthen brand strategic management. We plan to deeply refine and
elevate the unique culture and values of our brand. By increasing investments in effective
brand promotion, we aim to bolster brand influence and solidify our industry-leading position.
Our goal is to create a globally competitive high-end Chinese jewelry brand and continually
improve our market expansion and market dominance capabilities.

We will enhance our efforts in corporate identity planning, content creation and brand
promotion to create our brand story and further enhance brand awareness and recognition. For
example, we plan to enhance the overall image of our boutiques through design and decoration
and display upgrades, so that our brand will become synonymous with high-end fashion in the
minds of consumers. In addition, we plan to strengthen our multi-channel promotions. In
addition to promotions through boutiques, we also plan to strengthen our online promotions,
such as placing advertisements on social media and other digital platforms.

Solidify the Domestic Market and Actively Expand in the International Market

We will further strengthen our presence in the domestic market. Based on our existing
sales network, we plan to open 35 new boutiques in mainland China in the next few years to
expand our sales network, improve our marketing and service system, and increase our
penetration rate in tier-one and new tier-one cities. In addition, we plan to implement a more
precise and professional marketing management strategy, enhance our information technology
system, establish a rapid response mechanism, improve the management of our customer
records, and enhance our operational data management, pre-sales and after-sales service
management as well as membership management.

Meanwhile, we plan to promote and realize the internationalization of our brand and
expand our footprints in the global market in an orderly manner. We are committed to building
“Laopu Gold” into a high-end Chinese jewelry brand with international competitiveness. We
aspire to promote heritage gold, which represents the classic culture of Chinese tradition, to the
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world. For example, we plan to open approximately 12 new boutiques outside of mainland
China, including Hong Kong, Macau, and Singapore, and gradually expand into other cities in
the Asian market when opportunities arise.

We intend to apply a portion of the [REDACTED] we receive from the [REDACTED]
to execute the above business strategies. For more details of our [REDACTED], see “Future
Plans and [REDACTED] — [REDACTED]” in this document.

OUR PRODUCTS

We design, manufacture and sell high-end pure gold jewelry which combines ancient
wisdom and modern fashions. Our gold jewelry products primarily comprise pure gold jewelry
and gem-set jewelry (with diamonds or other gemstones inlaid in pure gold). Leveraging
Chinese age-old techniques to create gold jewelry, our products are embodiments of classic
elegance and craftsmanship, which reflects our brand’s core values and philosophy.

Our Brand and Product Philosophy

Our brand is critical to our success. As a leading gold jewelry brand focusing on classic,
meticulous, and timeless gold jewelry that combines Chinese ancient gold craftsmanship and
modern fashion, our brand stands as a beacon of classic sophistication. Our unique brand
identity embodies three core values:

. Classic (#S88). Despite the rapid change of fashion, we remain steadfastly
committed to the timeless allure of classic jewelry. Our designs and creations draw
inspiration from eras gone by, blending the grace of antiquity with the demands of
modern elegance.

. Meticulous (#82{). We aim to craft jewelry that transcends the ordinary to achieve
the ultimate in beauty and craftsmanship. Our creation team are experienced in
craftsmanship, employing age-old techniques with a pursuit to create jewelry that is
the pinnacle of perfection. With uncompromising attention to detail and an
unyielding pursuit of excellence, we aim to ensure that every piece under our brand
is the ultimate embodiment of luxury.

. Timeless (& 1). Our commitment to enduring value goes beyond the aesthetics. We
aim to offer gold jewelry with enduring beauty to be cherished for generations. We
meticulously source materials of high quality, from pure gold to exquisite diamonds
and other gemstones, with the hope that our creations not only endure the test of
time but also appreciate in value.

The above core values are our driving forces and are embedded throughout our business
operations, including product design and development, production, sales and customer
management. We believe our products are not just collections of jewelry, but also a captivating
journey into the heart of traditional craftsmanship with modern elegance, which are appealing
to our target customers.

-173 -



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

BUSINESS

Our Craftsmanship and Our Collections
Our Craftsmanship

Our craftsmanship is rooted in Chinese ancient gold-making traditions and is a tribute to
the time-honored methods of making gold jewelry that have passed down through generations.
It forms the bedrock of our business, infusing our creations with a profound sense of history
and artistry. By embracing the ancient techniques, we strive to ensure that each piece we
fashion exudes a unique character and quality. We mainly employ the following craftsmanship

in our jewelry creations:

. Filigree (f6#%). The art of filigree leverages the malleability of pure gold raw

materials, drawing them into delicate threads and fashioning them into intricate and

captivating shapes and decorations.

. Carving (%Z)). Carving involves fixing the workpiece on a rubber plate by using
various carving tools, striking the chisel with a hammer, and carving various
patterns on the surface of the gold through diverse carving techniques.

A
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. Inlay ($2#%). The inlay techniques is a decorative method wherein diamonds or

other gemstones are seamlessly integrated into gold products.

. Heat treatment of enamels (#EE). The technique of heat treatment of enamels is a
decorative process that entails the application of colored enamel glaze onto the

surface of gold products, which results in a vibrant and multi-hued appearance.

Our Gold Jewelry Products

Leveraging our assorted ancient gold-making craftsmanship, we offer a wide range of
gold jewelry products. In terms of different materials and craftsmanship used, our product
offerings primarily include pure gold jewelry and gem-set jewelry (with diamonds or other
gemstones inlaid in pure gold), and others.

Our pure gold jewelry products feature a range of hand crafted gold jewelry pieces. Our
pure gold jewelry designs range from accessories for daily wear, such as pendants, bangles,
rings and ear studs, to jewelry with greater gram weight, such as ornaments, vessels for daily
use and vessels for display. In our gem-set jewelry products, diamonds or other gemstones
(such as colored stones) are inlaid into the pure gold settings, combining the richness of gold
with the allure of gemstones.
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Below pictures show certain of our products:

Filigree Lucky Pendant Wishful Cloud Bracelet Single Spiny Pixiu Talisman
L4240 MEHELTFE 85 £ S LA
Lotus Sutra Urn Peony Teapot Heat Enameled Eight
with Heat Treatment with Heat Treatment Treasure Incense Burner
of Enamels of Enamels (set) with Small Legs

OO mmeccr  SEARGREE)  BEARILETM

Pure Gold Jewelry Products

Rose Window Necklace Butterfly Clavicle Necklace Gawu Box Necklace
B e v S GH A T VL 55 e
Twin Lotus Dragon and Phoenix

Treasure Box Goldware ~ Treasure Box Goldware

N T A e 2 RS R

T

Gem-Set Jewelry Products
Product Design and Development
Our Creation Team

Our creation team takes the lead in driving our product design and development. Our
creation team is responsible for (i) product development, including design of new products and
refinement of existing products; (ii) display and packaging design, including managing how the
products are presented in our boutiques and online channels; and (iii) assembly and fitting
planning. As of December 31, 2023, we had 12 professional jewelry designers in our creation
team. Our designers attend design and craftsmanship training programs from time to time. They
come from a diverse background and a majority of the designers have over ten years of
experience in jewelry design.
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Product Design and Development Process

Our product design and development enabled us to create approximately 1,700 original
product designs since our foundation and up to December 31, 2023, and we have been
continuously improving our design and development capabilities over time. To be specific, in
2021, 2022, 2023, and from December 31, 2023 to the Latest Practicable Date, we updated and
iterated 156, 127, 136, and 52 products, and launched 100, 105, 119, and 30 brand new
products. As of the Latest Practicable Date, we had a total of approximately 2,600 products
under our LAOPU GOLD brand. We expect to further update and iterate 167 products and
launch 161 brand new products in 2024. The table below sets forth revenue attributable to the
sales of our iterated products and our newly launched products, in absolute amount and as a
percentage of our total revenue, for the years indicated:

Year Ended December 31,

2021 2022 2023
RMB’000 % RMB’000 % RMB’000 %
Iterated products . . .. .. .. 124,025 9.8 08,871 7.6 198,690 6.2
Newly launched products . . 70,684 5.6 81,480 6.3 185,099 5.8
Sub-total . . . ... ....... 194,709 154 180,351 13.9 383,790 12.1
Total revenue ......... 1,264,603 100.0 1,294,220 100.0 3,179,564 100.0

The product design and development process consist of the following steps:

. Step One: Overall Research and Development Planning (“R&D planning”). In the
initial phase, we engage in detailed R&D planning which involves the formulation
of detailed product development plans. Our plans encompass several crucial aspects,
including (i) the creation of new products and iteration of existing products,
ensuring alignment with our brand style and product standards; (ii) the design of
product displays and packaging; and (iii) the formulation of product assembly and
fitting plans, which consider both style and functionality. This step generally takes
30 to 90 days.

. Step Two: Product Design and Sampling. Once our planning is complete, we move
on to the core of our design and development process. Our creation team conducts
research and development activities across various dimensions. First, our designers
create detailed design drawings, outlining the visual and structural aspects of each
product. Subsequently, samples are crafted with care, whether for entirely new
products or refinements to existing ones. This step generally takes 45 to 75 days.

. Step Three: Sample Acceptance. Our creation team collaborates with our quality
management and control team to conduct thorough sample verification and
acceptance. This step aims to ensure the quality and compliance of the products. If
the samples meet our stringent quality standards, we proceed to mass production. In
cases where samples fall short of expectations, we initiate subsequent processing
and adjustments based on the findings during the acceptance process. This step
generally takes 15 to 20 days.
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. Step Four: Product Iteration. We continuously monitor the market performance of
our offerings, and based on the performance of our products and the estimated sales
volume, our creation team makes improvements and updates to our launched
products as necessary to ensure that our product offerings remain in tune with the
fashion trends of the times. This step generally takes 30 to 90 days.

The flow chart below illustrates the major phases of our product design and development
process:

Y

Step One:
Overall Research
and Development
Planning

Formulate plans for product
research and development,
including:

* develop new products and
product iteration

design of displays and
packaging

formulation of fitting
plans

Y

Step Two:
Product Design and
Sampling

Carry out research and
design works of products,
displays and packaging, and
fitting plans on a quarterly
basis:
e delivery of product
design drawings
 sampling of new products
and iterated merchandise
* implementation of
displays and packaging

Y

Step Three:
Sample Acceptance

Research and development
department collaborates with
relevant departments for
sample inspection and
acceptance:
* mass production after
passing quality inspection
* subsequent processing for
non-conforming products
based on the findings
during the acceptance
process

TR

Step Four:
Product Iteration

The Company continuously

monitors the market

performance of our

products, primarily

including:

« steady supply

* upgrade and iteration

* phase-out when
appropriate

plans

-/ 2 N

In 2021, 2022 and 2023, our research and development expenses amounted to RMBS8.4
million, RMBS8.5 million and RMB10.7 million, respectively.

We believe that as a heritage gold jewelry brand dedicated to offer quality products to
customers, our R&D capability has underpinned our success in the past and an increasing input
in R&D activities is key to maintain our competitive advantages in the future. In order to
further enhance our R&D capability to support our business expansion in the future, we plan
to set up a product research and development center (“R&D center”) to strengthen our overall
R&D infrastructure and improve our R&D efficiency. Specifically, we plan to recruit more
R&D talents, implement R&D projects in relation to the manufacturing techniques and
technical process of gold products, and equip our R&D center with advanced R&D equipment
and design softwares. We plan to allocate a portion of the [REDACTED] from the
[REDACTED] to the setting up of the R&D center, see “Future Plans and [REDACTED]” for
more details.

The necessity for setting up the R&D center mainly includes the following:

. To improve the R&D system and enhance our core competitiveness. With the
increasingly fierce competition with companies offering homogeneous products in
the market, strong R&D capabilities coupled with sound R&D system have become
the core competitiveness of companies to gain market share in the gold jewelry
market. Our Directors believe that the setting up of the R&D center will (a) provide
better site conditions for the R&D team to conduct in-depth technical research,
especially for those industry’s cutting-edge projects that have strict requirements on
the R&D environment; (b) improve our R&D software and hardware infrastructure
configuration, such as five-axis precision engraving equipment and 3D scanner, to
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support the subsequent development of more sophisticated technology; and (c)
retain and attract more product design and production technology talents, improve
the organizational structure and collaboration of the R&D team, stimulate team
cohesion and improve the R&D efficiency.

. To increase the products’ level of technical sophistication, and enhance our brand
value and profitability. As consumers pay more attention to the aesthetics,
practicality, and investment value of gold jewelry, and their demands become more
personalized and sophisticated, we need to continue to development new products
with higher level of technical sophistication to meet consumer needs. In order to
increase the products’ technical process added value, we plan to implement a series
of R&D projects, not only focusing on the R&D of core basic technologies for
production, but also on transforming technologies into products with higher level of
craftsmanship, taking into account the product wearing experience and customers’
demand for consumption value. We have made a prudent plan to delve into the R&D
of various fields, including pure gold hardening technology, embedding technology,
hammering technology, and the material formula of heat treatment of enamels, etc.,
to realize the upgrading of products in many dimensions such as solidity of
embedding, resistance to deformation, and dual prominence of practical and
aesthetic value, in the next few years. The R&D of these technologies requires the
full support of a professional R&D team as well as an advanced software and
hardware system, and the R&D center will strongly provide such support. The
setting up of the R&D center will enable us to centralize and efficiently carry out
R&D projects on various product technologies. Taking full advantage of the
facilities of the R&D center, we endeavor to innovate and perfect the classic
best-selling styles, and meanwhile, continue to develop new products with strong
personalization and high recognition of the “##f# 4> (LAOPU GOLD) brand, so
as to fully interpret the brand’s charisma and cultural connotations, and to realize the
enhancement of the added value of the products, which may in turn increase our
profitability.

. To adapt to the changing downstream consumer demands, and support our rapid
development. The ability to accurately understand the needs of end consumers and
develop products that meet customers’ various demands, is one of the core
competitiveness of gold jewelry companies to grow and gain market share. We have
conducted sufficient research on end consumers’ demands. As the market develops,
and with the increase of Chinese residents’ annual disposable income per capita and
living standards, in addition to the grammage and purity of gold, the practicality,
aesthetics, uniqueness of design and complexity of craftsmanship of the products are
also increasingly valued by consumers. To meet the constantly changing market
demands, we have accordingly formulated a series of detailed R&D projects,
including, among others: (i) in terms of manufacturing techniques, to upgrade the
pure gold hardening technology and embedding technology; and (ii) in terms of
technical process, to optimize hammering technology and the material formula of
heat treatment of enamels. The establishment the R&D center is necessary to
execute these consumer demand-driven R&D projects.
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Pre-Sale Orders and Customized Products

In addition to the sales of off-the-shelf products, we also presell products and provide
customized products according to our customers’ actual needs.

Customers may place orders for products that we have launched but are temporarily out
of stock. The delivery period for pre-sale orders is generally within 60 days. In 2021, 2022 and
2023, the amount we received from customers for pre-sale orders was RMB45.2 million,
RMBG60.3 million and RMB191.8 million, respectively, accounting for approximately 3.6%,
4.7% and 6.0% of our total revenue for the respective periods.

We provide customized products for customers who wish to own unique and exclusive
products. For customized product orders, customers generally first put forward specific
customization requirements, and we then create design drawings, craft samples, produce and
deliver the customized products. The delivery period for customized product orders is
generally around 30 to 90 days, except for certain cases where the design and craftsmanship
required is particularly sophisticated. We estimate the price of each customized product based
on multiple factors, including the estimated raw material costs, complexity of craftsmanship,
and the required design and production costs, among others. In 2021, 2022 and 2023, the
amount we received from customers for customized product orders was RMB2.3 million,
RMB1.3 million and RMBS5.6 million, respectively, accounting for approximately 0.2%, 0.1%
and 0.2% of our total revenue for the respective periods.

During the Track Record Period, the percentage of the amount we received from
customers for pre-sale orders and customized product orders to total revenue for the respective
periods were relatively low.

The amount we received from customers for pre-sale orders and customized product
orders before we deliver the related goods is recognized as contract liabilities. Such amount is
recognized as revenue at the time of delivery of goods. For more details, see “Financial
Information — Discussion of Selected Items From Consolidated Statements of Financial
Position — Contract Liabilities” in this document.

Pricing

We carefully consider several key factors to determine the prices of our products. These
factors include the material and production costs, the difficulty of crafting techniques, and the
market positioning of our brand as well as market demand. Although fluctuation in material
costs, including gold prices, is one of the factors we consider when pricing our products, we
believe that such fluctuation is manageable, as we from time to time adjust our procurement
plan of raw materials based on the actual market and production demand. Specifically, our
supply chain department adjusts our procurement plans on a monthly basis after considering
the historical sales turnover and anticipated sales trend provided by our sales department. Upon
issuing procurement orders each month, our supply chain department would then follow up on
the progress of the procurement, utilization of raw materials in production, and stock level of
raw materials. As such, even without any hedging instruments to manage fluctuation in gold
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price, we are able to reduce the risk of overstocking of gold materials and mitigate the impact
of the cost fluctuation on our business operation and financial performance. Each piece of our
gold jewelry products is subject to a fixed price upon launch and such price generally will not
be adjusted along with the slight fluctuation of our material and production costs. Our
management will review the prices of our products periodically and adjust the prices, if needed,
after comprehensively considering various factors, including the material and production costs,
the difficulty of crafting techniques, and the market positioning of our brand as well as market
demand, among others, to ensure our profitability and brand strategy. To ensure a consistent
and unwavering brand image, our gold jewelry pieces are priced uniformly across all our
offline and online boutiques; but from time to time, we participate in promotional events hosted
by third-party platforms, such as the Double 11 Shopping Festival (% 1 —#§#¥)fifi), and the
Double 12 Shopping Festival (%1 ¥ ). We offer discounts pertaining to the policy of
our Customer Loyalty Program. See “— Product Warranty and Customer Services — Customer
Services — Customer Loyalty Program” in this section. During the Track Record Period, we
recorded our revenue based on the actual prices we charged (i.e., after taking into consideration
the discounts offered, if any).

The table below sets forth the breakdown of revenue from sales of gold jewelry products

by different selling price range for the years indicated:

Revenue as a Percentage of Total Revenue®

Selling Price Range

per Piece” Year Ended December 31,
2021 2022 2023
Pure gold jewelry . . . ... .. Less than RMB10,000 3.7% 3.5% 1.9%
RMB10,000 - RMB50,000 26.9% 26.5% 24.3%
RMBS50,000 - RMB250,000 15.2% 15.6% 13.4%
Over RMB250,000 6.0% 5.6% 4.2%
Gem-set jewelry . . . ... ... Less than RMB10,000 6.6% 8.5% 8.2%
RMB10,000 - RMB50,000 32.6% 31.8% 40.7%
RMB50,000 - RMB250,000 6.2% 5.7% 5.6%
Over RMB250,000 2.2% 2.7% 1.5%

Notes:

(1)  The selling price range is calculated based on the actual prices we charged the customers (including
taxes and other charges payable by consumers, and net of discount if any) for the relevant products. The
price of our products depends on various factors, including the materials used, the gram weights of gold
material used, and the intricacy and complexity of the products’ design and craftsmanship.

(2)  Represents the percentage of revenue generated from sales of the relevant products with selling prices
that fall within the corresponding price range.
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Sales by Product Category
Revenue

During the Track Record Period and up to the Latest Practicable Date, we generated all
of our revenue from sales of products and in a tiny portion, the provision of after-sale services.
We did not provide any gold trade-in or gold lending services, nor did we provide any gold
custodian or gold escrow services. The following table sets forth the breakdown of revenue
generated by product type for the years indicated:

Year Ended December 31,

2021 2022 2023
RMB’000 % RMB’000 % RMB’000 %
Pure gold jewelry ... .. 655,375 51.8 661,002 51.1 1,394,282 43.9
Gem-set jewelry ...... 603,061 47.7 629,528 48.6 1,780,658 56.0
Others™ .. ........... 6,167 0.5 3,690 0.3 4,624 0.1
Total . .............. 1,264,603 100.0 1,294,220 100.0 3,179,564 100.0

Note:

* Others mainly include revenues generated from (i) the sales of non-gold jewelry products primarily

made of gemstones, and (ii) the provision of maintenance and repair services for jewelry products sold
by us, as our after-sales services.

The following table sets forth the sales volume in terms of gram and average selling price
of our major product types for the years indicated:

Year Ended December 31,

2021 2022 2023
Average Average Average
Sales Selling Sales Selling Sales Selling
Volume™ Price® Volume™ Price® Volume™ Price®
(g°000) (RMB/g) (g°000) (RMB/g) (g°000) (RMB/g)
Pure gold
jewelry . .... .. 1,161 650 1,133 676 2,199 729
Gem-set jewelry . 840 835 807 914 1,982 1,043
Notes:

(1)  Sales volume refers to the total weight of gold used in the jewelry products sold.

(2)  Average selling price equals actual prices we charged the customers (including taxes and other charges payable
by consumers, and net of discounts if any) for the relevant products during a year divided by the sales volume
of such products during the same year. As we recorded our revenue after deducting taxes and other charges
payable by consumers, the product of sales volume and average selling price in the table is greater than the
revenue we recorded for the relevant years.
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Pure Gold Jewelry

The sales volume of our pure gold jewelry slightly decreased from 1,161 kg in 2021 to
1,133 kg in 2022, primarily due to the temporary closure of some of our boutiques as a result
of the impact of the COVID-19. The sales volume of our pure gold jewelry products
significantly increased from 1,133 kg in 2022 to 2,199 kg in 2023, mainly due to (i) the
recovery of economic activities in 2023, whereas our sales were affected by the COVID-19 in
2022; (ii) the expansion of our boutique network; (iii) consumers’ preference for high-quality
heritage gold jewelry products with strong aesthetic attributes with the upgrading of
consumption concept; (iv) our increased brand awareness; (v) the iteration of our pure gold
jewelry product series, mainly including pure gold decorative ornaments, pendants and
bracelets; and (vi) the increase in gold price, which boosted consumers’ willingness to purchase
gold products, mainly as gold jewelry products not only have aesthetic and consumption
values, but are also considered by many consumers as having certain investment values, given
that gold is a kind of safe-haven asset, especially when the domestic and global political and
economic environment is faced with uncertainty, according to Frost & Sullivan.

The average selling price of our pure gold jewelry products was RMB650/g, RMB676/g
and RMB729/g in 2021, 2022 and 2023, respectively. The average selling price of our pure
gold jewelry products increased during the Track Record Period, primarily as the price of gold,
which is a key factor we take into consideration to determine the price of our pure gold jewelry
products, generally increased during the Track Record Period.

Gem-Set Jewelry

The sales volume of our gem-set jewelry products slightly decreased from 840 kg in 2021
to 807 kg in 2022, primarily due to the temporary closure of some of our boutiques as a result
of the impact of the COVID-19. The sales volume of our gem-set jewelry products significantly
increased from 807 kg in 2022 to 1,982 kg in 2023, mainly due to (i) the recovery of economic
activities in 2023, whereas our sales were affected by the COVID-19 in 2022; (ii) the expansion
of our boutique network; (iii) consumers’ preference for high-quality gem-set heritage gold
jewelry products with strong aesthetic attributes with the upgrading of consumption concept;
(iv) our increased brand awareness; (v) the iteration of our gem-set jewelry product series,
mainly including gem-set pendants, rings and bracelets; and (vi) the increase in gold price,
which boosted consumers’ willingness to purchase gold products, mainly as gold jewelry
products not only have aesthetic and consumption values, but are also considered by many
consumers as having certain investment values, given that gold is a kind of safe-haven asset,
especially when the domestic and global political and economic environment is faced with
uncertainty, according to Frost & Sullivan.

The average selling price of our gem-set jewelry products was RMB835/g, RMB914/¢g
and RMB1,043/g in 2021, 2022 and 2023, respectively. The average selling price of our
gem-set jewelry products increased during the Track Record Period, primarily as the price of
gold and gemstones, which is a key factor we take into consideration to determine the price of
our gem-set jewelry products, generally increased during the Track Record Period.
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Gross Profit and Gross Profit Margin

The following table sets forth a breakdown of our gross profit and gross profit margin by
types of goods or services for the years indicated:

Year Ended December 31,

2021 2022 2023

Gross Gross Gross

Gross profit Gross profit Gross profit

profit margin profit margin profit margin

RMB’000 % RMB’000 % RMB’000 %

Pure gold jewelry .. ... 248,628 37.9 251,220 38.0 514,516 36.9
Gem-set jewelry ...... 269,265 44.6 289,100 45.9 815,596 45.8
Others . ............. 3,108 50.4 1,818 49.3 1,845 39.9
Total ... ............ 521,001 41.2 542,138 419 1,331,957 41.9

Pure Gold Jewelry

During the Track Record Period, our gross profit for pure gold jewelry products amounted
to RMB248.6 million, RMB251.2 million and RMB514.5 million in 2021, 2022 and 2023,
respectively. The increase in gross profit for pure gold jewelry products during the Track
Record Period was generally in line with the increase in revenue generated from the sales of

pure gold jewelry products during the same years.

The gross profit margin for our pure gold jewelry products remained relatively stable at
37.9% and 38.0% in 2021 and 2022, respectively. The gross profit margin for our pure gold
jewelry products decreased from 38.0% in 2022 to 36.9% in 2023, primarily because (i) we
launched gold bar products by the end of 2022, which feature relatively simple craftsmanship
and therefore have lower gross profit margin; (ii) this was partially offset by the increase in

cost of sales, which was mainly due to the impact of increase in the purchase cost of gold.

Gem-Set Jewelry

During the Track Record Period, our gross profit for gem-set jewelry products amounted
to RMB269.3 million, RMB289.1 million and RMB&815.6 million in 2021, 2022 and 2023,
respectively. The increase in gross profit for gem-set jewelry products during the Track Record
Period was generally in line with the increase in revenue generated from the sales of gem-set
jewelry products during the same years.
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The gross profit margin for our gem-set jewelry products increased from 44.6% in 2021
to 45.9% in 2022, primarily because (i) we launched new gem-set jewelry product series,
mainly including gem-set pendants and rings, bangles and decorative ornaments, featuring
innovative craftsmanship and novel design with relatively higher gross profit margin in 2022;
and (ii) this was partially offset by the increase in cost of sales, which was mainly due to the
impact of increase in the purchase cost of gold and gemstones. The gross profit margin for our
gem-set jewelry products remained stable at 45.9% and 45.8% in 2022 and 2023, respectively.
The gross profit margin level of our gem-set jewelry products was relatively higher than the
gross profit margin of our pure gold jewelry, mainly as (i) the design and craftsmanship of our
gem-set jewelry products is generally more intricate and complex; and (ii) gem-set jewelry
products, especially diamond-set jewelry products, generally have higher pricing space and
profit margins since they are usually fixed-price products with high brand premiums, which is
in line with the market, according to Frost & Sullivan.

Others

During the Track Record Period, our gross profit for other products and services
amounted to RMB3.1 million, RMB1.8 million and RMB1.8 million in 2021, 2022 and 2023,
respectively. Our gross profit margin for other products and services was 50.4%, 49.3% and
39.9% for the corresponding years, respectively. The fluctuation in the gross profit and gross
profit margin for others was mainly due to the change of the nature and mix of our other
products and services in the corresponding periods.

PRODUCT SALES

Our Integrated Offline and Online Jewelry Retail Structure

Our integrated offline and online gold jewelry retail structure combines both offline
boutiques and online sales channels to provide customers with a seamless and consistent
shopping experience. Through our network of boutiques, which are directly operated by us,
customers can visit physical stores to browse and purchase our jewelry products.
Simultaneously, our online sales channels offer customers the convenience of shopping for
certain products via the internet. We offer the same quality of customer service across all our
offline and online stores to ensure that, regardless of the channel through which our customers
choose to interact with us, they are guaranteed to receive the level of product quality and
customer service that characterize our core brand values.
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The following table sets forth the breakdown of our revenue by channel for the years

indicated:
Year Ended December 31,
2021 2022 2023
RMB’000 % RMB’000 % RMB’000 %

Boutiques™ . .. .. ... .. 1,135,357 89.8 1,126,308 87.0 2,818,483  88.6
Online platforms® .. .. 129,246 10.2 167,912 13.0 361,081 114
Total . .............. 1,264,603 100.0 1,294,220 100.0 3,179,564 100.0
Notes:

(1) Including sales from pop-up stores which we opened as promotional events for a short period of time,
typically ranging from several days to one month. For further details, see “— Marketing and Promotion
— Our Marketing Strategy and Promotion Channels” in this document.

(2)  Consisting of sales through third-party e-commerce platforms including Tmall and JD.com, as well as
WeChat Mini Program that we developed to streamline our customer experience and increase our online
sales.

Our Boutiques

As of the Latest Practicable Date, we had a total of 32 boutiques covering 13 cities across
China, most of which were tier-one and new tier-one cities. All of our boutiques were
self-operated. According to Frost & Sullivan, as compared with franchise, another chain
operation model widely adopted by jewelry retailers in China, self-operation model enables
enterprises to retain the ownership of products sold at the retail counters, as well as the right
to recruit and manage sales and other personnels of their own. Moreover, boutiques under
self-operation model usually has a relatively high gross profit margin. We have been adopting
the self-operation model for our boutiques and had never entered into any franchise
arrangement. We believe this self-operation model enables us to maintain strict control over
our products and service quality and management of sales and customer service, which are
conducive to building and preserving our brand image.
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We had experienced steady-fast expansion during the Track Record Period and up to the
Latest Practicable Date. The table below sets forth the total number of our boutiques, and
openings and closures, for the periods indicated:

From
December 31,
2023 to the
Year Ended December 31, Latest
Practicable
2021 2022 2023 Date
Number of boutiques at the
beginning of the period . . . 19 22 27 30
Number of new boutiques . . . 4 6 5 2
Number of closed boutiques . 1 1 2 -
Number of boutiques at the
end of the period . ...... 22 27 30 32

We categorize our boutiques into leased boutiques and concession boutiques (¥ii& ['1)h)
based on the type of agreements we enter into with shopping malls for the boutiques. According
to our arrangements with shopping malls, rent or concession fee we pay to shopping malls is
either (1) a fixed amount (i.e., fixed rent/concession fee), or (2) the higher of (a) a minimum
monthly rent/concession fee and (b) a fixed percentage of the monthly sales of the relevant
boutique (i.e., variable rent/concession fee). For more details of such arrangements, see “—
Arrangements With Shopping Malls” in this section. The table below sets forth details of our
boutiques that had opened during the Track Record Period and up to the Latest Practicable

Date:

Expiry Date of Fixed or Variable
Lease/Concession ~ Rent/Concession

No. Boutique Name Type Commencement Date Closing Date Agreement Fee

| Beijing Oriental Plaza Boutique (% Leased December 2014 / August 2027 Variable
RITHRATE)

2 Beijing Oriental Plaza Diamond-Set ~ Leased December 2019 / October 2027 Variable
Tewelry Boutique (LR K
)

3 Beijing SKP IF Boutique (Jt5SKP  Concession July 2017 / September 2024 Variable
IFJE)

4 Beijing SKP B1 Boutique (L7ESKP  Concession ~ September 2020 / September 2024 Variable
BITE)

5 Beijing Gongmei Emporium Boutique ~ Concession ~ April 2009 / December 2024 Variable
(LR LERE)

6 Beijing Department Boutique (L Concession  July 2018 / March 2026 Fixed
HRBE)

7 Beijing WF Central Boutique (17T Leased December 2020 / QOctober 2024 Variable
FeRRIE)
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Expiry Date of Fixed or Variable
Lease/Concession  Rent/Concession
Boutique Name Type Commencement Date Closing Date Agreement Fee

Beijing China World Hotel Boutique  Leased June 2017 / April 2027 Fixed
(L REARIER)

Beijing China World Trade Center ~ Leased July 2018 / May 2028 Fixed
Boutique (5 &%)

Beijing China World Mall Boutique ~ Leased January 2024 / November 2028 Fixed
(EREERAE)

Beijing DT51 Boutique (LEDTS1H)  Concession  January 2023 / September 2024 Variable

Shanghai Yu Garden Boutique (1% Leased ~ January 2022 / October 2024 Variable
)

Nanjing Deji Plaza Boutique (¥ Concession  August 2018 / July 2024 Variable
)

Nanjing Deji Plaza Boutique No. 2 (% Concession ~ October 2023 / August 2025 Variable
REEZE)

Xiamen MixC BI Boutique ("1#%  Leased  June 2019 / October 2024 Variable
JiB1JE)

Xiamen MixC 3F Boutique (BfT% Leased  December 2021 / October 2024 Variable
H3FTE)

Xi’an SKP Boutique (F%SKPJ) Concession ~ May 2018 / December 2024 Variable

Hangzhou MixC B1 Boutique (M  Leased September 2018 / August 2026 Variable
SHBITE)

Hangzhou MixC 2F Boutique (WM& Leased  December 2023 / December 2024 Variable
SHOFTE)

Shenzhen MixC Boutique (FHIE S Leased June 2017 / April 2025 Variable
)

Shenzhen MixC Boutique No. 2 (4l  Leased ~ July 2022 / April 2025 Variable
T

Shenzhen MixC World Boutique (4l Leased ~ December 2021 / November 2024 Variable
BT

Shenyang MixC BI Boutique (&  Leased May 2019 / September 2026 Variable
SHB1E)

Shenyang MixC 2F Boutique (F5& Leased  July 2022 / August 2004 Variable
SH0FT)

Wuhan Wushang World Trade Plaza ~ Concession  July 2017 / December 2024 Variable
Boutique (IR HEIE)

Hangzhou Tower Boutique (iHXE  Concession  September 2019 / August 2024 Variable
)

Hong Kong Harbor City Boutique (% Leased June 2018 February 2021 / Variable
IR

Chengdu IFS Boutique (H#MEI&E)  Leased  October 2020 / March 2027 Variable

Venetian Macao 3F Boutique (A  Leased June 2021 / February 2027 Variable
[N )

Venetian Macao 1F Boutique (I  Leased June 2023 / January 2026 Variable

e AIFTE)

— 188 —



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

BUSINESS
Expiry Date of Fixed or Variable
Lease/Concession  Rent/Concession
No. Boutique Name Type Commencement Date Closing Date Agreement Fee
31 Tianjin MixC Boutique (KHAZH  Leased  August 2021 January 2023 / Variable
)
32 Nanning MixC Boutique (FHEZH  Leased  May 202 October 2023 / Variable
)
33 Chengdu SKP Boutique (#ISKPIE)  Concession  December 2022 / December 2024 Variable
34 Fuzhou MixC Boutique (BMESH  Leased  July 2022 October 2022 / Variable
)
35 Guangzhou TaiKoo Hui Boutique (% Leased September 2023 / July 2026 Variable
WAEER)
36 Hong Kong Canton Road Boutique (% Leased March 2024 / August 2026 Variable
R

We generally negotiate with the shopping malls regarding renewal of the lease/concession
agreements one to six months ahead of the end of the respective agreement term. Considering
our stable and long-term cooperation relationship with the shopping malls in the past, our
Directors believe that there is no impediment in the renewal of our lease/concession

agreements before the respective agreement term expires.

We assess and evaluate the performance of our boutiques on a monthly basis. During the
Track Record Period and up to the Latest Practicable Date, we closed one, one, two and nil
boutique(s) in 2021, 2022, 2023, and the period from December 31, 2023 to the Latest
Practicable Date, respectively. The following table sets forth details of the above four closed

boutiques:
Commencement
No. Boutique Name Location Type Date Closing Date Reason for Closing
I Hong Kong Harbor ~ Hong Kong ~ Leased June 2018 February 2021 Considering the then unfavorable market
City Boutique conditions under the influence of the
(BIIEEIE) COVID-19 pandemic, we did not renew our
lease upon expiration of the lease agreement.
2 .. Fuzhou MixC Fuzhou Leased July 2022 QOctober 2022 Considering that the brand occupancy rate at
Boutique the shopping mall was relatively low, we
(FMELIE) terminated the lease agreement with the
shopping mall upon mutual agreement of
both parties.
3 .. Tianjin MixC Tianjin Leased August 2021 January 2023 As part of our internal strategic adjustment to
Boutique boutique layout, we decided to reallocate our
(REEZIIE) internal resources to boutiques that have

more favorable locations and better consumer
traffic. Therefore, we did not renew our lease
for this boutique upon expiration of the lease

agreement.
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Commencement
No. Boutique Name Location Type Date Closing Date Reason for Closing
4 .. Nanning MixC Nanning Leased May 2022 QOctober 2023 As part of our internal strategic adjustment to
Boutique boutique layout, we decided to reallocate our
(HEELIE) internal resources to boutiques that have

more favorable locations and better consumer
traffic. Therefore, we terminated the lease
agreement with the shopping mall upon
mutual agreement of both parties.

The following table sets forth revenue and operating profit/loss of the four closed

boutiques for the years indicated:

Year Ended December 31,

2021 2022 2023
Operating Operating Operating
Revenue Profit/Loss Revenue Profit/Loss Revenue Profit/Loss
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
1. Hong Kong Harbor City 667 (743)V - - - -
Boutique (Bl BHEIE)
2 . Fuzhou MixC Boutique - - 2,361 (1463) - (103)®
(RMEZHTE)
3. Tianjin MixC Boutique 11,454 1,118 23,259 3,088 1,891 (102
(KHESIE)
4. . Nanning MixC Boutique - - 13,634 508 26,542 2,808
(HEEIE)

Notes:

(1)  This boutique achieved initial breakeven for a period of approximately two months since its establishment in
June 2018, and generated operating profits in each of 2018 and 2019. It recorded operating loss in 2021
primarily due to the influence of the COVID-19 pandemic as well as the unfavorable market condition at the
time.

(2)  This boutique did not achieve initial breakeven and recorded operating loss during its three months of
operation in 2022. It further recorded operating loss in 2023 as it incurred renovation expenses for restoration
of decoration after its closing.

(3)  This boutique recorded operating loss in 2023 as it incurred renovation expenses for restoration of decoration

at its closing.
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The following map sets forth the relevant geographic information of our boutique network
as of the Latest Practicable Date:
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Design and Experience of Our Boutiques

Our boutiques are classic and welcoming, which serve as physical embodiments of our
core values. We adopt a scenario-based operation style (¥ 5/t #:X) to decorate our boutiques
and showcase our classic jewelry products and the cultural identity of our brand, providing
consumers with an immersive consumption experience. Specifically, we draw inspiration from
the distinctive theme of a classic study room, blended with seamless professional customer
services, to fully showcase our timeless craftsmanship, classic jewelry products, and brand
culture, and offer consumers with an immersive shopping experience. Every aspect of our
boutique has been meticulously planned and standardized, including the spatial design,
furniture arrangement, lighting effects, background music, fragrance, floral decorations,
product layout, and the dressing of our staff. This presentation embodies the profound allure
of traditional Chinese classic culture, perfectly aligning with the positioning and image of our
handmade gold products crafted using ancient techniques. Our aim is for our vintage-style
handmade gold jewelry to become products that exude “culture, substance, quality, and
warmth,” offering consumers with a stronger and more profound shopping experience, thereby

enhancing our brand recognition and customer loyalty.
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Please see below for photographs of our boutiques.

Arrangements With Shopping Malls

Our boutiques are generally standalone stores in reputable shopping malls. We believe we
have developed good relationships with the shopping malls through our years of cooperation
and our outstanding sales performance, which benefits us in lease renewal and securing prime
locations for our boutiques. We categorize our boutiques into leased boutiques and concession
boutiques ("1 J5) based on the type of agreements we enter into with shopping malls for
the boutiques. As of the Latest Practicable Date, we had 21 leased boutiques and 11 concession
boutiques. The following sets forth a summary of the different salient terms of our lease

agreements and concession agreements with the shopping malls:

Lease Agreement Concession Agreement
Duration . ........ Varies from one year to five years and is renewable upon mutual
agreement
Rent/Concession Rent/concession fee is either (1) a fixed amount, or (2) the higher of
Fee............ (a) a minimum monthly rent/concession fee and (b) a fixed percentage

of the monthly sales of the relevant boutique
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Minimum Sales

Other Fees and Tax
Charges

Collection of Sales
Proceeds. . ... ...

Payment and
Settlement . . . . ..

Termination. . . . . ..

Notes:

Lease Agreement

Concession Agreement

Not meaningful‘"

We generally pay a fixed amount of management service fee to the

shopping malls on a monthly basis for general maintenance and

security services they provide. We pay a fixed amount of deposit to the

shopping malls,

which

is refundable upon the expiration or

termination of the lease/concession agreements. We also pay utility

fees and other applicable fees (and tax charges) in a fixed amount or

as incurred by the operation of our concession boutiques.

Sales

collected by us.?

proceeds are
)

typically

We invoice end customers
for the sales of our products.

On a monthly basis, we

generally pay the shopping

malls rent and other fees.®

proceeds are typically

collected by shopping malls.

Shopping malls invoice end
customers for the sales of
our products.

On a

shopping malls pay us sales

monthly  basis,

proceeds from end
customers less concession

fees and other fees.

Terminable by either party upon the occurrence of certain specific

events, such as material breach of the counterparty.

(1)  Certain shopping malls may have a minimum sales target requirement on us. This minimum sales target is
either a fixed amount, or fixed multiples of rent and other fees, which are considerably lower than our usual
monthly sales amount. Therefore, we believe the minimum sales target requirement, if any, is not applicable

to us.

(2)  For our boutiques in MixC malls, since we rent POS machines from MixC malls, sales proceeds from end
customers who make payments by wire transfer will be collected by MixC malls and remitted to us on a
monthly basis after deducting rent and other fees. In spite of the special settlement arrangements, we are
entitled to invoice end customers according to the agreements with the MixC malls.

During the Track Record Period, no lease or concession agreements had been terminated

by shopping malls for our breach.
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Performance of Our Boutiques

Depending on the performance of boutiques and negotiation with shopping malls, we may
open more than one boutique in each shopping mall. The following table sets forth the details
of the top five shopping malls that we entered into in terms of revenue generated from our
boutiques in each shopping mall in 2023:

Commencement Revenue per

No. Name of Shopping Mall Date* Location Revenue and Percentage of Total Revenue sq.m.
Year Ended
Year Ended December 31, December 31,

2021 2022 2023 2023

RMB’000 % RMB’000 % RMB’000 % RMB’000

I. .. Beijing SKP ({L3SKP) Tuly 2017 Beijing 176,087 139 140,111 108 387106 581
2. .. Nanjing Deji (REH) August 2018 Nanjing 7619 6l 84385 65 JATRAA N 1389
3. .. Shenyang MixC (FBEZH) May 2019 Shenyang 921 12 %791 76 854073 1,895
4. .. Shanghai Yu Garden Yixiu Building ~ January 2022 Shanghai - - 5309 4l mum 7l 1,404
(LEREERS)
5. . Xi'an SKP (%SKP) May 2018 Xi'm 106,163 84 10582 8.1 189747 60 3,106
41,15 357 41865 312 1242690 391

Note:

* Referring to the commencement date of the boutique that first opened in the corresponding shopping mall.

Same-Store Sales

The following table sets forth the details of our same-store sales and same-store sales
growth of our boutiques during the Track Record Period, which are important metrics that our
management tracks in evaluating our boutique network’s performance:

Year Ended December 31,

2021 2022 2022 2023
Number of Same Stores™. . ... .. 18 21
Same-Store Sales (RMB’000). . . . 1,107,257 911,942 1,004,131 2,162,939
Same-Store Sales Growth Rate . . . (17.6)% 115.4%

Note:

Referring to boutiques that were open for more than 300 days in both of the two years under comparison.

~ 194 -



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

BUSINESS

For 2021 and 2022, we had 18 same stores, whose sales decreased by 17.6% from
RMBI1,107.3 million in 2021 to RMB911.9 million in 2022, which was primarily due to the
temporary closure of some of our boutiques as a result of the impact of the COVID-19.
Specifically, in 2022, 16 of the 18 same stores were temporarily closed for a period ranging
from three days to 42 days under the COVID-19 pandemic. For 2022 and 2023, we had 21 same
stores, whose sales increased significantly by 115.4% from RMB1.0 billion in 2022 to RMB2.2
billion in 2023, which was mainly due to (i) the recovery of economic activities in 2023,
whereas our sales were affected by the COVID-19 in 2022; (ii) consumers’ preference for
high-quality heritage gold jewelry products with strong aesthetic attributes with the upgrading
of consumption concept; (iii) our increased brand awareness; (iv) the iteration of our product
series; and (v) the increase in gold price, which (a) boosted consumers’ willingness to purchase
heritage gold products resulting in a higher sales volume, mainly as gold jewelry products not
only have aesthetic and consumption values, but are also considered by many consumers as
having certain investment values, given that gold is a kind of safe-haven asset, especially when
the domestic and global political and economic environment is faced with uncertainty,
according to Frost & Sullivan, and (b) led to a corresponding increase in the prices of our
products.

Initial Breakeven Period and Cash Investment Payback Period

The initial breakeven period represents the period from the opening of a boutique to the
time when it records monthly net profit for the first time. We measure the initial breakeven
period of our boutiques by their respective revenue, costs and expenses, which primarily
include the costs of the jewelry products sold, rental expenses or concession fees, renovation
expenses, and staff costs. The cash investment payback period for a boutique represents the
time it takes for the accumulated operating cash flow attributable to us from the relevant
boutique to recover the initial investment. We measure the cash investment payback period of
our boutiques by the cash we invest in them, primarily including cash paid to shopping malls
for lease or concession and cash used for renovation, but excluding cash used for preparing
gold inventories. Among the 36 boutiques that had opened during the Track Record Period and
up to the Latest Practicable Date, Fuzhou MixC Boutique (i} # 52315 ) was the only one that
had never recorded net profit during operation. All the other 34 boutiques had achieved initial
breakeven and cash investment payback since opening. Specifically,

. We had 32 boutiques as of the Latest Practicable Date. Except for Beijing Gongmei
Emporium Boutique (43¢ T2 K€ J5), Beijing Oriental Plaza Boutique (L5375
B R HE) ™ and Hong Kong Canton Road Boutique (% ##H)5)®, the average
initial breakeven period of the other 29 boutiques was approximately one month, and
the average cash investment payback period of the same boutiques was
approximately six months;

Notes:

(1)  Beijing Gongmei Emporium Boutique (63 L3 KJEJ%) and Beijing Oriental Plaza Boutique (AtH M7 HI K
HiJE) were opened in 2009 and 2014, respectively, and each had recorded net profit during the Track Record
Period. However, as they were established a relatively long time ago, information regarding their initial
breakeven period and cash investment payback period was not available to us.

(2)  The initial breakeven period of Hong Kong Canton Road Boutique (% /& # & /5) was approximately one

month. As it was newly opened on March 31, 2024, as of the Latest Practicable Date, information regarding
its cash investment payback period was not available to us.
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. We closed four boutiques during the Track Record Period. Except for Fuzhou MixC
Boutique, the average initial breakeven period of the other three boutiques was
approximately one months, and the average cash investment payback period of the
same boutiques was approximately eleven months; and

. We established 15 new boutiques during the Track Record Period. Except for
Fuzhou MixC Boutique, the average initial breakeven period of the other 14
boutiques was approximately one month, among which, eleven boutiques achieved
initial breakeven for a period of one month, and the other three boutiques achieved
initial breakeven for a period of two months. The average cash investment payback
period of the same 14 boutiques was approximately five months.

During the Track Record Period, certain of our boutiques incurred net operating losses
during their respective operation. Among our 34 boutiques that have been in operation during
the Track Record Period, we had five, three, and one loss-making boutique(s) in 2021, 2022,
and 2023, respectively. Net operating losses incurred by our loss-making boutiques amounted
to approximately RMBS5.2 million, RMB4.6 million, and RMBO0.1 million for the same
corresponding years, primarily due to the adverse effects of the COVID-19 pandemic from
2021 to 2022, which was substantially eliminated in 2023.

Our Boutique Network and Strategy

Our boutiques are mostly located in luxury and fashion districts of tier-one and new
tier-one cities across China. According to Frost & Sullivan, as of April 2024, we covered eight
out of the top ten high-end shopping malls nationwide, ranking first among all domestic gold
jewelry brands in terms of such coverage rate. We have experienced nationwide growth in our
boutique network during the Track Record Period and up to the Latest Practicable Date. The
table below sets forth a breakdown of our boutiques by geographic location as of the dates

indicated:
December 31, Latest
Practicable
2021 2022 2023 Date
Mainland China* ... ... ... 21 26 28 29
Tier-one cities . ......... 11 13 15 16
New tier-one cities. ... ... 7 8 9 9
Other cities . ........... 3 5 4 4
Hong Kong ............. - - - 1
Macau ................. 1 1 2 2
Total . .................. 22 27 30 32
Note:

Tier-one cites where our boutiques are located include Beijing, Shanghai, Guangzhou, and Shenzhen.
New tier-one cities where our boutiques are located include Nanjing, Xi’an, Hangzhou, Chengdu,
Wuhan, and Tianjin. Other cities where our boutiques are located include Shenyang, Xiamen, Nanning,
and Fuzhou.
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Our boutique locations are strategically and specifically selected to harmonize with our
brand’s image. Our selection process considers various criteria, including the city’s
macroeconomic indicators such as GDP per capita and per capita income, the compatibility of
the potential location with our brand values, the brand and reputation of the shopping mall in
the specific city, consumer traffic, and local consumer preferences. We plan to further expand
our boutique network by establishing new boutiques in reputable commercial centers of
existing cities and new cities.

Our Expansion Plans

We expect to open approximately 35 new self-operated boutiques in mainland China in
the next few years, primarily targeting tier-one cities and new tier-one cities. Specifically, we
plan to establish new boutiques in high-end shopping malls, considering that (a) these shopping
malls typically have better customer traffic of and larger market demand from high net-worth
individuals. We believe that such expansion strategy is in line with our product and brand
positioning as well as our target customer base; and (b) we are well-positioned to leverage our
past experience of operating boutiques in high-end shopping malls, as well as our stable and
long-lasting relationships with these shopping malls. We also plan to establish new boutiques
in other cities, primarily in provincial capital cities. We will mainly target neighborhood where
customers have strong spending power with high demand for gold jewelry products. We also
expect to establish around 12 boutiques covering Hong Kong, Macau, Singapore and other
Asian cities by the same time frame. We will also target high-end shopping malls and reputable
commercial centers where customers have similar spending patterns as in tier-one and new
tier-one cities in mainland China. We believe this strategy will allow us to tap into new
markets, increase our market penetration, and extend our reach to a broader customer and
consumer base.

The table below sets forth the details of our plans for the establishment of new boutiques
in the next four years, as well as our current presence in these target markets:

Number of Number of
Existing Boutiques to be

Boutiques as of Established
the Latest in the Next Four

Location Practicable Date Years

The PRC Market Tier-one cities . ....... 16 10
New tier-one cities . . . . . 9 12
Other cities 4 13

(primarily including
provincial capitals) . ...
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Number of Number of
Existing Boutiques to be
Boutiques as of Established
the Latest in the Next Four
Location Practicable Date Years
The Overseas Markets Hong Kong. .. ... ... .. 1 3
Macau. .............. 2 2
Singapore . . .. ........ - 2
Other Asian cities - 5
(Tokyo, Bangkok,
Kuala Lumpur, etc.) . ..
Total . ....... .. .. .. . . .. 32 47

In formulating our expansion plan of 47 boutiques in the next four years, we have
prudently considered a number of factors, primarily including the general economic
environment and consumption levels of the target markets, market demand and growth
potential of the target markets, and our current presence in the target markets.

In tier-one and new tier-one cities, we have already established a solid presence with a
total of 25 boutiques as of the Latest Practicable Date, and we plan to open around 22 new
boutiques in these cities in the next four years. According to Frost & Sullivan, in tier-one cities,
the market size of heritage gold jewelry market was approximately RMB25.1 billion in 2023,
and is expected to reach RMB62.7 billion in 2028, at a CAGR of 20.1% from 2023 to 2028.
The average per capita disposable income of tier-one cities was RMB80,999 in 2023, resulting
in high purchasing power and consumption levels. In new tier-one cities, the market size of
heritage gold jewelry market was approximately RMB34.0 billion in 2023, and is expected to
reach RMB98.7 billion in 2028, at a CAGR of 23.7% from 2023 to 2028. The average per
capita disposable income of new tier-one cities was RMB55,921 in 2023, presenting a
relatively high purchasing power of citizens with great growth potential. As the penetration rate
of heritage gold jewelry continues to increase in the new tier-one cities, the market is
forecasted to experience a fast growth in the future, which provides broad market opportunities
for our expansion in the new tier-one cities. In addition, we are one of the leading players in
terms of presence in high-end shopping malls in tier-one and new tier-one cities, but as
compared to other players, our penetration rate in tier-one and new tier-one cities still has a
large room for improvement. For details, see “Industry Overview — Competitive Landscape”
in this document. We believe that our expansion plan in these cities is necessary for us to
capture market opportunities and maintain competitiveness in the next few years. Our existing
presence in these cities will also make us better positioned to leverage operation experience,
established brand awareness, and existing relationship with shopping malls to accelerate
growth.

In other cities, we plan to open around 13 boutiques in the next four years, primarily
targeting provincial capitals. We believe that the heritage gold jewelry market in these cities
have great growth potential in the future and, at present, the demand for high quality products
in these cities is severely underserved, though currently we have limited presence in these
cities. We believe that our premium brand image and the assertive style and high-quality of its
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products will fill the local market gap, and our expansion plan in these cities will enable us to
gain first-mover advantages in the emerging markets. For details of the market size and
competitive landscape of these cities, see “Industry Overview — Heritage Gold Jewelry
Market in the PRC — Introduction” in this document.

In addition, the Chinese government has been actively encouraging and cultivating the
development of a large number of high end Chinese brands in a variety of different industries.
Examples include the Guidance on Promoting Brand Building in the New Era ( B #RAL
e SR 5 3B L) ), the Outline of the 14th Five-Year Plan and Vision 2035 ( {114
FRE 12 2035% 5 HHRAHEL) ) and the Outline of Building a Strong Country ( 5@ B2 & & 5%
Af%) ), where the Chinese government mentioned its plan of building high end Chinese
brands several times. We believe that our unwavering commitment to craftsmanship
exemplifies the high-end standards that the Chinese government seeks to foster, and our brand
positioning aligns with the type of high end brands the Chinese government intends to
cultivate.

In the overseas markets, we plan to first expand our presence in Hong Kong and Macau
where we currently have or historically had presence, then test the waters in Singapore (a
country with a high per capita GDP and per capita disposable income, and a large Chinese
population), and gradually expands into other cities in the Asian market such as Tokyo,
Bangkok, and Kuala Lumpur when opportunities arise. For details of the market size and
competitive landscape of these markets, see “Industry Overview” in this document. In order to
achieve the goal of making LAOPU GOLD a brand with international competitiveness, we
believe that it is inevitable, and imperative, for us to expand our footprint to overseas
countries/regions. Certain Chinese brand had entered into these overseas markets years ago,
indicating that there is no material impediment for Chinese brands to set up establishment
therein. We will carefully and conservatively navigate and carry out our overseas development
plans, and may hire local professionals who are familiar with local market trends in order to
ensure smooth overseas market expansion. We also believe that we have gained valuable
experience in supply chain and offshore management through our operation in Hong Kong and
Macau, which will be constructive for our future expansion in Singapore and other Asian cities.

Based on our brand positioning and current consumer profile, the target customers for our
expansion plan (both domestically and internationally) are expected to exhibit the following
traits: (a) a pursuit of quality and aesthetics, (b) women aged 25-45 and men aged 30-55, and
(c) possessing strong purchasing power with an annual income exceeding RMB100,000. We
believe that our target customers purchase our products primarily for their classic
craftsmanship, assertive style and high-quality. While the safe-haven value of gold may attract
certain customers, especially during times of domestic and global political and economic
uncertainty, our strategy has never been to compete in the already crowded, low-value gold
product market. Instead, we focus on offering differentiated products targeting high-net-worth
customers. Since the target cities in our expansion plan are either top-tier cities or regional
economic centers with relatively high per capita GDP and per capita disposable income, we
believe that there would be sufficient number of target customers who are willing to pay for
a higher premium for our products.
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According to Frost & Sullivan, heritage gold jewelry generally has higher selling price
and higher gross profit margin than other regular gold jewelry, primarily because it exhibits a
higher level of craftsmanship and complexity. According to Frost & Sullivan, the average gross
profit margin of heritage gold jewelry is approximately 35% while the average gross profit
margin of regular gold jewelry is around 25%. As a company who focuses on heritage gold
jewelry, primarily targets high-end shopping malls, and adopts a fully self-operation business
model, we believe that we can maintain a relatively high gross profit margin for our products
in the target markets. Besides, according to Frost & Sullivan, compared with other major
players in China’s heritage gold jewelry industry, the selling price and gross profit margin of
our gold jewelry products in 2023 were generally in line with that of our peers. Specifically,
according to Frost & Sullivan, the selling price for pure gold jewelry products sold by other
major market players in 2023 ranged from RMB520/g to RMB1,000/g, and for gem-set jewelry
products, such range was RMB640/g to RMB2,950/g; the gross profit margin for pure gold
jewelry products sold by other major market players in 2023 ranged from 15% to 53%, and for
gem-set jewelry products, such range was 25% to 69%. As our peers typically engaged in the
mixed sales of heritage gold jewelry and regular gold jewelry, we believe our focus on heritage
gold jewelry will differentiate us from our peers and enable a relatively higher gross profit
margin compared to our peers.

In terms of product variety, we offer rich and diverse range of differentiated heritage gold
products, with approximately 1,700 different original designs. We use “SPU” to track our
different product designs, with one SPU representing one type of product design. SPU gives
specifics about the size and type of our products. We also use “SKU?” to identify and track each
unit of product inventory, with one SKU representing one exact product in stock. As of
December 31, 2023, we had a total of 1,678 SPUs and 2,511 SKUs. In particular, in addition
to accessories for daily wear, we have systematically launched a wide range of heritage gold
products with greater gram weight, such as ornaments, vessels for daily use and vessels for
display, which we believe has formed a product portfolio advantage. Moreover, we believe that
the competitiveness of our products also lies in the intricacy and complexity of our products’
design and craftsmanship, as well as the strong aesthetic attributes, unique cultural and brand
identity carried by these products. Through years of accumulation, we have led the
development of many new products (such as diamond-inlaid pure gold jewelry and pure gold
enamel jewelry products) in the industry. As a result of the foregoing, we have achieved strong
competitiveness in product variety compared to other players in the heritage gold jewelry
industry, which we believe will facilitate our expansion of boutique network in China. In 2023,
over half of our revenue was generated from the sales of gem-set jewelry with various designs,
whereas for other major players in the heritage gold jewelry industry, only 1% to 7% of their
revenue were generated from the sales of gem-set jewelry products. We believe that our strong
research and development capability will enable us to consistently introduce differentiated
products to adapt to changes in market trends and customer preferences, thereby expanding our
customer base and gaining competitive advantages in the target markets.
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We are aware that it is essential to maintain an appropriate balance between effective
prevention of cannibalization and promotion of necessary competition among different
boutiques. In this regard, we will carefully evaluate and determine the distance between our
existing and new boutiques based on our market research and analysis, and will consider
various other factors including customer traffic, market demands, customer positioning, and
local spending power of the surrounding neighborhood, to minimize unhealthy competition and
cannibalization amongst our boutiques. Moreover, to avoid market cannibalization, we assess
the number of boutiques that a regional market can accommodate based on the sales potential
and coverage rate, and we will control the number of boutiques accordingly. In addition, we
implement strong control measures over our boutiques, maintain regular communications with
our boutiques, and set direct supervision on their daily operations and performance. For
example, we have a system in place where the sales data for each boutique is collected and
reported on a daily basis. As of the Latest Practicable Date, we did not experience any material
disputes caused by cannibalization among our boutiques that are located within the same
region. Given that we employ a self-operating model, we have full control over when/where we
open our boutiques. We believe that with the continuous and effective implementation of our
measures, our risks of cannibalization among boutiques are manageable. However, with the
expansion of our boutique presence, there is no assurance that our measures to mitigate such
potential cannibalization can always be successful, the occurrence of which could, in turn,
adversely affect our business, financial condition or results of operations. For details, see “Risk
Factors — Risks Relating to Our Business and Industry — We are exposed to risk of
cannibalization between our existing and new boutiques” in this document.

Since we adopt a self-operated business model for all of our boutiques and significant
investment for inventories is required for each new offline store, the initial cost for opening a
new boutique is relatively high. We estimate that the average initial cost for opening one
boutique is approximately RMB30 million, which primarily include rental expenses or
concession fees, renovation expenses, deposits required by shopping malls, staff costs and
inventory costs. Therefore, our expansion in the past was largely limited by our then available
capital resources. We intend to apply [REDACTED]%, or approximately HK$S[REDACTED]
million of [REDACTED] we receive from the [REDACTED] to support our expansion plans
in China and overseas. For more details, see “Future Plans and [REDACTED]| —
[REDACTED]” in this document.

Our Online Sales Channels

In order to provide consumers with convenient multi-channel shopping experience and
cater to our consumers’ evolving consumption patterns, we make our products available on two
leading, nationwide e-commerce platforms, JD.com and Tmall, which are independent
third-parties. Our gold jewelry products can be easily accessible by our consumers via online
platforms.
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As of the Latest Practicable Date, we had two flagship stores on Tmall.com and JD.com
respectively. We operate our online flagship stores directly and retain ownership of the
products until our customers confirm their acceptance of the products delivered. The
e-commerce platforms charge us platform and service fees which consist of annual fees and
fees in an amount based on our sales through each platform. In 2021, 2022 and 2023, our
customer acquisition cost per new customer was RMB319.0, RMB371.4 and RMB142.2,
respectively. We have also developed a WeChat Mini Program to promote our customer
experience and increase our online sales. Our customers can contact our sales staff on our
WeChat Mini Program in real-time. We also provide consistent customer service across both
our online and offline sales channels. As we continue to expand our footprints online, we
believe we are able to broaden our consumer coverage and forge a lasting connection between
our brand and consumers.

Salient Terms of Collaboration Agreements With E-Commerce Platforms

We entered into collaboration agreements with e-commerce platforms based on their
standardized forms which usually contain the following salient terms:

. Duration: Generally one year, automatically renewed unless we fail to meet the
renewal conditions set by the e-commerce platforms, including our prepayment of
deposits and no record of violation of prior agreements. During the Track Record
Period, all such conditions were met;

. Service fees: Fixed annual fees and variable service fees based on our sales at a rate
of 0.5%-0.6%, subject to a deduction if our annual sales meet certain threshold;

. Services provided by e-commerce platforms: cyberspace, technical support, system
maintenance and so forth;

. Credit and payment terms: Fixed annual fees are generally settled on an annual
basis, and variable service fees are generally settled on a daily basis;

. Termination: the e-commerce platforms may terminate the agreements by giving a
15-30 days of prior written notice or if we default; we may terminate the agreements
by giving a 30-day prior written notice or application for termination, depending on
the provisions of different e-commerce platforms.

In terms of our WeChat Mini Program, we are not subject to any annual fees or service
fees.

Our Sales Team

Our sales team is responsible for developing and managing the relationship of our brand
with, and conveying our core brand values to our customers. Our sales team also includes a
customer care team which supports our customers who have purchased products through our
boutiques or our online stores. We provide lifetime maintenance for our products sold offline
or online. For details regarding our customer services, see “— Product Warranty and Customer
Services” in this document.
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The sales data for each boutique and online sales channel is collected and reported on a
daily basis. This allows the store managers and our senior management to monitor the
performance of our various sales channels in real time. We provide training to our employees
in the sales team so as to enable them to properly present the core values of our brand to our
customers. The managers of our sales team are responsible for monitoring the training and
development of the sales team.

Sales Seasonality

We experience seasonal fluctuations in demand for our products. The peak seasons
include the Mid-Autumn Festival and the PRC National Day holiday, the period from
Christmas till Chinese New Year, and the period from Chinese New Year till Valentine’s Day.
Besides, the third-party platforms where we sell our products also have many shopping
festivals that affect market demand, such as the Double 11 Shopping Festival (# — i),
and the Double 12 Shopping Festival (% + ¥ ii). Therefore, we typically recorded higher
sales in the first and fourth quarters of a calendar year during the Track Record Period. As a
result, comparisons of our sales and operating results between different periods within a single
financial year are not necessarily meaningful and cannot be relied on as indicators of our
performance. Our results of operations are likely to continue to fluctuate according to
seasonality. For more details, see “Risk Factors — Risks Relating to Our Business and Industry
— Our sales may be affected by seasonality” and “Financial Information — Significant Factors
Affecting Our Results of Operations — Seasonality” in this document.

MARKETING AND PROMOTION
Our Marketing Strategy and Promotion Channels

We believe that ultimately, our reputation has been, and will continue to be, built upon
our product and service quality, and that the most effective marketing channel is the
spontaneous word-of-mouth referral by our satisfied customers. Our marketing efforts focus on
entering reputable shopping malls that are in line with our brand positioning, and display
advertisements at or around such shopping malls to precisely capture our target customers. In
the meantime, we recognize the importance of long-term investment in brand building and
consumer education. Our marketing and promotion strategy has played an important role in the
enhancement of our brand recognition and the increase in our sales. We market our brand and
products on an ongoing basis through various channels, such as product and brand
advertisement on social media. We also actively participate in promotion activities hosted by
shopping malls that we collaborated with, or shopping festivals by third-party e-commerce
platforms including Tmall and JD.com.

Aside from conventional marketing activities, we also market our brand and products
through pop-up stores. Same as our boutiques, we choose premium and high-traffic locations
for our pop-up stores, which align with our brand’s image and attract our target customers. We
also spend effort in the aesthetics and design of our pop-up stores to create an atmosphere
where the stores’ visual elements and decor are in line with our brand values. We provide
customers of our pop-up stores with the same interactive and immersive experience as they
would have in our offline boutiques.
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Our Marketing and Promotion Team

Our marketing team is in charge of introducing our brand to potential customers,
advertising our new collections and coordinating our marketing efforts across different
channels.

As part of our marketing strategy, we strive to maintain consistency in our brand
perception across all communication channels and all markets in which we operate. Our
marketing team is the gatekeeper of our overall brand image to ensure that all our collections
are designed and presented in ways that are consistent with our core brand values. The
marketing team is responsible for managing our marketing channels and marketing efforts to
maximize the exposure of our brand and products to our target customers.

PROCUREMENT AND PRODUCTION
Procurement

Our procurement process includes sourcing raw materials from our suppliers and
negotiating the purchase price of the raw materials. Our procurement team determines the
quantity and type of raw materials needed, taking into account the specific designs and the
estimated sales demand for our products. Our procurement team negotiates the purchase price
with our suppliers, and enters into purchase agreements and place orders with them.

The raw materials for our gold jewelry products primarily comprise gold, diamonds, other
gemstones, and other raw materials such as packaging material. Gold is our primary raw
material used in the production of our gold jewelry products, accounting for 94.4%, 93.6% and
92.5% of our raw material costs in 2021, 2022 and 2023, respectively.

Gold
The following table sets forth a breakdown of the purchase amount (exclusive of tax) and

purchase volume of our raw materials by type for each year comprising the Track Record
Period:

2021 2022 2023

Purchase Amount (RMB’000)

Gold ...... ... ... ... .. ... 717,610 664,748 1,987,065

Diamond ...................... 58,230 53,687 175,138

Other gemstones . ............... 3,561 1,897 11,326

Others . ....................... 9,688 17,461 26,477
Purchase Volume

Gold (g’000) . .................. 2,162 1,912 4,908

Diamond (carat’000) . ............ 21 16 63

Other gemstones (unit’000) . ....... 130 157 640

Others (unit’000) . . .............. 190 233 359
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We have strict standards for selecting the raw materials we use, which provides assurance
of the quality of our products. We only procure Au9999, the finest gold traded on the Shanghai
Gold Exchange, from our suppliers. We sourced other gemstone raw materials from suppliers
who meet our specific standards. Specifically, we require that, among other things, diamond
and gemstone suppliers have no record showing material administrative penalties in the past or
material or highly frequent litigations in the last three years, possess relevant expertise and
knowledge for fulfilling contract obligations, have sound internal financial and accounting
systems, and provide reasonable purchase prices. We select our suppliers of raw materials
based on their reputation in the industry, the soundness of their financial management, the
quality of the raw materials, the lead time to deliver the raw materials, their pricing, their
compliance with regulations for operation, and their qualifications (e.g., members of Shanghai
Gold Exchange). We require our suppliers to respect and follow our compliance policies,
including policies on anti-bribery. For each batch of raw materials we procured from suppliers,
we will randomly select some samples and deliver them to qualified precious metal testing
organizations, which are independent third-parties, to inspect their authenticity and quality.
According to Frost & Sullivan, our procurement method and purchase prices were in line with
the industry norm.

During the Track Record Period, our purchase prices (inclusive of tax) for gold were
generally in line with the then prevailing market prices (inclusive of tax) of Au9999 traded on

the Shanghai Gold Exchange. See below table for details:

Year Ended December 31,

2021 2022 2023

RMB/g RMB/g RMB/g
Average purchase price™ . ... ... .. .. 374.4 392.0 453.5
Average annual spot price . .. ........ 374.5 392.2 449.9

Notes:

(1) Average purchase price equals our total purchase amount of gold (inclusive of tax) for the respective
year divided by the total purchase volume of gold for the same corresponding year.

We formulate annual procurement plans primarily based on our business planning and
inventory levels, and adjust our plans on a monthly basis according to the actual situations.
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As aresult, there was no material discrepancy between the quantity of gold purchased (as
raw materials) and sold (as finished goods) by us during each of the years comprising the Track
Record Period. The following table sets forth the movements of the quantity and amount of the
Company’s gold purchased (as raw materials) and sold (as finished goods) during each of the

years comprising the Track Record Period:

For the Year Ended December 31,

2021 2022 2023
RMB (g°000) RMB (g°000) RMB (2000)
Gold purchased (as raw
materials) . . ...... .. 717,610,225 2,162 664,748,396 1,912 1,987,065,283 4,908
Gold sold (as finished
goods). . .. ......... 733,801,726 2,001 742,279,565 1,940 1,823,251,246 4,181

The amount and volume of gold purchased and sold remained relatively stable from 2021
to 2022, and experienced a significant increase from 2022 to 2023. These movements were
generally in line with the changes our revenue during the Track Record Period and reflected
the increasing market demand of our products in 2023.

For 2021, 2022 and 2023, the average purchase price for our diamond raw materials was
RMB2,772.9/carat, RMB3,355/carat and RMB2,780/carat, respectively. The fluctuation in our
average purchase price for diamond raw materials during the Track Record Period was
primarily related to the change in the composition of different sizes of diamond purchased in
each year. In 2022, in light of the increasing popularity of our gem-set jewelry in the market,
we purchased more diamonds above 30 points in preparation for future business needs. The
prices of diamonds above 30 points are generally significantly higher than those below 30
points, resulting the average purchase price for all diamond purchased in 2022 higher than
2021 and 2023. During the Track Record Period, the majority of diamonds purchased by us
were diamonds less than 10 points, and our average purchasing price for these diamonds
gradually increased during the Trach Record Period, which is in line with the industry trend,

according to Frost & Sullivan.

We typically enter into framework procurement agreements, or agreements for a term of
one to two years, with our major raw material suppliers. The agreements are typically
renewable upon mutual agreements. For more details of the salient terms of the procurement
agreements we entered into with our major gold supplier, see below “— Our Customers and
Suppliers — Our Suppliers” in this document. We place orders with our suppliers based on our
procurement plans, and settle with them by prepayment or payment upon delivery of goods
under a credit term according to the payment terms negotiated between our suppliers and us.
We have stable relationships with our major suppliers.
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Since we primarily use gold, which is a commodity with standardized specifications
available from a wide range of suppliers in the market and are widely traded on precious metal
exchanges with transparent spot prices, we are not subject to significant risks in relation to
shortages or delays in the supply of raw materials. We had developed stable relationship with
our key suppliers through years of cooperation. Although we procured the majority of our raw
materials from our largest supplier in each year during the Track Record Period, we believe that
the relevant reliance risk is manageable. For a detailed analysis, see “— Our Suppliers” below
in this section. During the Track Record Period, we have not experienced any shortages or
delays in the delivery of raw materials required for our production that had a material adverse
effect on our business operations. For detailed risks relating to our raw materials, see “Risk
Factors — Risks Relating to Our Business and Industry — Fluctuations in prices, or any
unavailability, of the raw materials that we use in our products may materially and adversely
affect our business, results of operations or financial condition” in this document.

Production

We have adopted a production model that primarily uses in-house production and is
supplemented with outsourced production.

Internal Production

We began to manufacture jewelry products in-house since the establishment of our own
factory in 2018. The manufacturing process of each of our in-house manufactured products
involves heritage handicrafts. The production cycle of our products varies considerably from
product to product. For example, in 2023, our own factory produced approximately 79,000
products, of which around 20.4% were produced in no more than 25 days; around 48.7% were
produced in 26 to 35 days; around 27.9% were produced in 36 to 50 days; and around 3.0%
were produced in 51 to 90 days. We believe our extensive manufacturing experience and
know-how ensure that we consistently deliver high quality products. The following diagram
illustrates our internal production process.

4 R 4 4 R 4 R 4 4 R
. Requisition of Acceptance, _ Obain
Scheduling - - inspection
raw materials quality

according to [— Organize - in the m=| inspections |wmmb Assembly - certificate

production production roduction and and fitting after
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Our production process for gold jewelry products includes:
(i)  Basic Production Process. This process includes:

a. Wax Ejecting (MB{#{F): Based on design blueprints and casting
requirements, create wax pieces;

b. Investment Casting (Ui %!): Use wax to create the casting model, then fill
it with refractory material to form the mold. After heating and baking, the wax
model completely melts away, leaving an empty shell. Molten gold is then
poured inside to create the object;

c.  Core Removal (AEEZ:BR): Remove internal fillings;

d. Sand Hole Repair and Polishing (RPHRMEHEFTEE): Repair minor surface
imperfections in the gold item by welding, followed by polishing and refining
the surface using tools like sandpaper and files.

(ii) Traditional Handcrafted Goldsmithing. After the traditional casting process is
complete, use techniques such as engraving, inlay, and heat treatment of enamels to

intricately refine gold jewelry according to different product designs.

(iii) Overall Surface Treatment. After completing the traditional handcrafted processes
mentioned above, the product undergoes overall surface treatment. This treatment
includes surface cleaning, high-temperature processing, polishing, and finishing to
achieve the desired color and smoothness on the gold item’s surface. We strive to
ensure a clean, impurity-free surface and create an effect that manifests a shape that
is full and plump with abundant details and a surface texture that is uniform, smooth,
and rich in depth.

(iv) Subsequent Product Handling. All products go through semi-finished product
quality inspections. Semi-finished products that pass inspection undergo assembly,
final product quality checks, product storage, third-party testing, packaging
preparation, and printing of product certificates before being stored in the

warehouse or shipped to stores.
Our gold loss rate was 1.66%, 1.48% and 1.64% in 2021, 2022 and 2023, respectively.

Our annual production schedule is based on our annual historical sales as well as annual
plans for launching new products and opening of new boutiques, and determines the production
volume and number of employees required. Our supply chain department adjusts monthly plans
for product delivery based on sales and production volume to ensure stable supply of raw
materials.
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Our Facility

We have one factory for the manufacturing of our gold jewelry products located in
Yueyang, Hunan (“Yueyang Factory”), which was opened in 2018, with a total GFA of
approximately 15,000 sq.m. in the production area. Our Yueyang Factory had 340 employees
in total as of December 31, 2023.

Equipment and Machinery

Since our products feature Chinese traditional handmade gold craftsmanship, the
manufacturing of our products does not usually involve the heavy use of machinery or
equipment. Our Yueyang Factory is equipped with certain machines such as precision carving
machine (F5MER%), and wax injection and spraying machines (VE/MEU{#) to facilitate our
handmade procedures, but we do not regard any equipment or machinery as being material to
our manufacturing process. We regularly inspect and maintain our production equipment and
machinery and replace worn consumable parts and components.

Production Capacity

Our products feature traditional handmade gold craftsmanship. As such, our production
capacity is primarily determined by the production manpower of our factory and the working
hours of our production workers. There is no meaningful difference in our production capacity
for producing pure gold jewelry and gem-set jewelry as we do not allocate manpower by these
two product types. The following table sets forth the breakdown of our production capacity,
actual production volume, and utilization rate over the Track Record Period:

For the Year Ended December 31,

2021 2022 2023
Maximum Production Capacity (g)‘". . . 1,465,000 1,487,000 2,466,000
Actual Production Volume (g) ........ 1,464,883 1,373,285 2,754,346
Utilization Rate (%) .............. 100.0 92.4 111.7

Notes:

(1) Our maximum production capacity was estimated by our management based on (i) the average number
of production workers during the respective year; (ii) our production workers working eight hours per
day and around 250 days per year; and (iii) our production lines being operated on a one-shift per day
basis. As of December 31, 2021, 2022 and 2023, we had 128, 146, and 232 production workers,
respectively.

(2)  Utilization rate equals actual production volume divided by maximum production capacity.

Our maximum production capacity increased from 2021 to 2022, primarily because we
recruited more production workers in 2022. However, our actual production volume decreased
in 2022 due to the impact of COVID-19, resulting in a slight decrease in our utilization rate.
In 2023, the sales of our products increased significantly, and to meet the market demand, we
recruited more production workers and arrange them to work over time to the extent permitted
by the applicable PRC laws and regulations. Though our utilization rate exceeds 100.0% in
2023, we did not experience any material delays in the production and delivery of our products
to our customers as we may engage external manufactures when needed. We will also consider
to recruit more production workers in the future to meet the increasing market demand.
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Our production personnel are mainly divided into three levels: workers, technicians, and
directors. We regard all personnel at the level of technicians and directors as skilled craftsmen.
The main functions of our skilled craftsmen include: (i) being responsible for formulating and
controlling the overall production process, participating in the overall aesthetic control of
products, product development, high-end process implementation, technological innovation,
production management, etc.; (ii) carrying out apprenticeship in our daily production activities,
and being responsible for training workers and supervising their work results. Under the
supervision and guidance of skilled craftsmen, workers can complete the production of most
products; and (iii) personally handling a small number of processing steps with high technical
difficulty, such as complex carving processes and the process of “opening the face” of Buddha
statues (1R BHTH), which determines the statue’s expression and aura and requires not only
skills but also aesthetic tastes. As of December 31, 2021, 2022, and 2023, and the Latest
Practicable Date, we had ten, 19, 52, and 65 skilled craftsmen, with an average age of
approximately 33 as of the Latest Practicable Date, and an average working experience of over
ten years. The following table sets forth retention rate and utilization rate of our skilled
craftsmen during the Track Record Period and up to the Latest Practicable Date:

From
December 31,
2023 to
For the Year Ended December 31, the Latest
Practicable
2021 2022 2023 Date
Retention Rate (%)". . ... .. 88.9 100.0 94.7 98.1
Utilization Rate (%) ... ... 100.0 92.4 111.7 121.7

Notes:

(1)  Retention rate refers to the percentage of our skilled craftsmen who stayed on-staff from the beginning
of the respective year to the end of that same corresponding year. Retention rate does not reflect hiring
of new skilled craftsmen during the corresponding time.

(2)  Utilization rate equals the actual working hours of our skilled craftsmen divided by their assumed
standard working hours, i.e., eight hours per day and around 250 days per year.

The retention rate of our skilled craftsmen remained relatively stable throughout the
Track Record Period and up to the Latest Practicable Date. Our retention rate was below
100.0% in 2021, 2023, and the period from December 31, 2023 to the Latest Practicable Date,
primarily because one skilled craftsman in each of 2021, 2023, and the period from December
31, 2023 to the Latest Practicable Date left for personal reasons.

The utilization rate of our skilled craftsman decreased from 100.0% in 2021 to 92.4% in
2022, primarily due to the decrease in our actual production volume as a result of the impact
of the COVID-19 pandemic in 2022. The utilization rate of our skilled craftsmen then increased
to 111.7% in 2023, primarily because with the significant increase in the sales of our products,
to meet the market demand, we recruited more skilled craftsmen and arranged them to work
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over time to the extent permitted by the applicable PRC laws and regulations. The utilization
rate of our skilled craftsmen remained relatively stable at above 100.0% in the period from
December 31, 2023 to the Latest Practicable Date.

We have put in place several training and succession policies to promote the sustainability
of craftsmanship techniques within our Group. For example, we carry out apprenticeship in our
daily production activities, so that our other production workers can get direct professional
training from our skilled craftsmen in their daily practice. We select and cultivate talented
personnel for each type or types of the crafting techniques. In light of the high retention rate
of our skilled craftsmen during the Track Record Period and up to the Latest Practicable Date,
we believe our risk of technique loss is remote.

Although all of our heritage gold jewelry involve some degree of manual processing, not
all of the product processes are complex enough to require skilled craftsmen to handle them
personally. Even for products with complex processes, only some of the steps require the
involvement of skilled craftsmen, and the remaining processes are relatively standardized and
can be handled by other production workers after training. We believe that our current hybrid
production model combining in-house and outsource production is able to support our business
scale. We will also consider recruiting more production personnel (including but not limited to
skilled craftsmen) in the future, if needed, to meet the increasing market demand.

Outsourced Production

We engage external manufacturers to produce pure gold jewelry and gem-set jewelry
products for us. We possess the skills and techniques to produce all of our products, and do not
have to rely on any external manufacturers to produce any of its products. Products that are
outsourced by us typically include those with simple processes and large quantities (such as
gold bars and ear pins), or those with time-consuming processes (such as diamond-set
products). According to Frost & Sullivan, it is common for heritage gold jewelry retailers to
engage external manufactures to meet their planned production and sales volume, and the
number of external manufacturers engaged by us is generally in line with the industry average.
During the Track Record Period, outsourcing production fees took up 2.3%. 2.0% and 2.3% of
our total cost of sales in 2021, 2022 and 2023, respectively. We engaged a total of 9, 8, and
7 external manufacturers for the production of our jewelry products in each year comprising
the Track Record Period. Our Directors confirm that, during the Track Record Period, all the
external manufacturers engaged by us were Independent Third Parties.

We typically enter into outsourcing processing agreements with our external
manufacturers for a term ranging from one to five years, renewable upon both parties’ mutual
agreement. We provide external manufacturers with major raw materials such as gold and/or
diamonds and pay processing fees to them. We may require them to provide pledge or mortgage
to secure their completion of production obligations, which according to Frost & Sullivan, is
reasonable and in line with the industry norm. We place processing orders with external
manufacturers based on our production, and specify in each order the design and specifications
of the jewelry products to be produced, and production schedule. Fees payable to these external
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manufacturers are calculated based on the weight of the products and the difficulty of crafting
techniques used. We typically settle with our external manufacturers by payment upon their
completion of processing services under a credit term of 30 to 60 days.

We have stable relationship with our external manufacturers, which effectively enhances
our production capacity and enriches our product portfolio. According to our internal policy,
we have developed detailed and comprehensive evaluation criteria in selecting external
manufacturers. When choosing appropriate external manufacturers, we may consider their
industrial capabilities, reputation, processing capabilities, pricing, timeline of delivery of
work-in-progress, their compliance to regulations of operations, and their financial
management capabilities when choosing appropriate external manufacturers. We will review
the qualifications of our existing external manufacturers on annual basis. We require our
external manufacturers to respect and follow our compliance policies, including policies on
anti-bribery.

We have established years of cooperation with some of our existing external
manufacturers; however, such relationships benefit a smooth supply of our products to the
market, and do not indicate any reliance on any single external manufacturer. As confirmed by
Frost & Sullivan, there are a large number of jewelry manufacturers available in the heritage
gold jewelry market. We do not see any obstacle or impediment in establishing new
cooperations with other external manufactures available in the market.

External manufacturers can effectively supplement our in-house production capacity. In
the event that our external manufacturers terminate their business relationship with us, we may
be unable to find qualified external manufacturers on a timely basis and on commercially
acceptable terms, and our business, financial conditions and results of operations may be
adversely affected. For more details, see “Risk Factors — Risks Relating to Our Business and
Industry — We outsourced the production of certain products to external producers and relied
on external manufacturers to secure the supply of our products when our in-house production
capacity is insufficient. Our brand image and business may be negatively affected by our
failure to maintain relationships with our external producers as well as the failure of our
contracted external producers to deliver products that meet our quality standards to us on
time.” However, we believe that this does not constitute a material reliance on any third party,
considering that the outsourcing production cost is not significant and there are a large number

of alternative external manufacturers available in the market, according to Frost & Sullivan.

The following diagram illustrates our outsourced production process.

4 N\ 4 N\ 4 1\ 4 N\ 4 N\ 4 1\
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) and delivery Obtain
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outsourcing materials to the production quality and fittin certificate
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Our outsourced production process for gold jewelry products includes the following:

(i)  Placing Outsourcing Order to External Manufacturers. We initiate the outsourcing
process by issuing production orders to external manufacturers, specifying the
details and standards of the products to be produced.

(ii) Providing Raw Materials to Manufacturer. We generally supply the required raw
materials to external manufacturers before the commencement of the production,
ensuring that they have the necessary resources to commence production.

(iii) Manufacturer Processes and Delivers According to Production Schedule. External
manufacturer adhere to the agreed-upon production volume and delivery timelines,

working to meet our production requirements.

(iv) Inspection, Quality Control, and Warehousing. Upon receiving the work-in-
progress from external manufacturers, we conduct thorough inspections and quality
control checks to ensure that the products meet the specified standards. Once
approved, the products are stored in our warehouse.

(v) Assembly and Fitting. We perform assembly and fitting processes to prepare the
products for sale. This may involve combining various components or elements to
create the final product. We assemble, fit, and package all of our products in-house,
including those processed by external manufacturers.

(vi) Third-Party Testing and Certification. We conduct third-party testing to further
validate the quality and compliance of the products. Once the testing is successfully
completed, we obtain for the relevant products the necessary certification or testing
certificates as proof of quality and compliance.

As illustrated in the diagram above, none of the products processed by external
manufacturers are directly ready for sale. In 2021, 2022, and 2023, production volume from
outsourcing production accounted for 36%, 32%, and 41%, of our total production volume,
respectively.

Quality Control and Assurance

The high quality of our products is integral to our brand image. We maintain a rigorous
quality control function and have a dedicated quality control department to ensure that we
produce high quality products on a consistent basis.

Our quality control department is responsible for the assessment and validation of the
quality of our products, and performs inspection for all products before they are packaged.
Once a product is assessed and accepted by our quality control department, our supply chain
management department will send the product to the designated national testing organization
for follow-up testing and certification. Our quality control department performs inspection on
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raw materials on a monthly basis and conducts random inspection from time to time. We make
random sampling and testing once a month in order to ensure that the gold content of our
products is up to standard and free of harmful substances. We also perform regular equipment
inspections and maintenance to ensure that our production equipment performs at optimal
levels.

COMPETITION

According to Frost & Sullivan, the market size of heritage gold jewelry in the PRC in
terms of sales revenue experienced a growth from RMB13.0 billion in 2018 to RMB157.3
billion in 2023, achieving a CAGR of 64.6%. Though hindered by the COVID-19 pandemic,
the growth of heritage gold jewelry market has stayed positive in 2022. With the transition of
main consumer group to the younger generation, there is an increasing market demand for gold
jewelry products with strong aesthetic attributes, unique cultural and brand identity, and a
sophisticated fashion sense. As a result, the heritage gold jewelry market is expected to
continue to grow and reach RMB421.4 billion in 2028 with a CAGR of 21.8%, according to
Frost & Sullivan.

The competition in the gold jewelry market is fierce. Gold jewelry brands need to
continuously improve product quality and service levels to attract and retain consumers. Gold
jewelry brands need to build brand images and create connections between brands and targeted
customers. In addition, the homogenization of design, production, and marketing has begun to
emerge in the heritage gold jewelry market. Gold jewelry brands need to constantly follow up
on new technologies and innovate new product formats to meet consumers’ demands for
high-quality and personalized products and establish brand barriers.

We adopt a distinctive business strategy and excel in brand positioning, product theme
and style and expansion of sales network. According to Frost & Sullivan, among the key brands
in China’s gold jewelry market, we are the only brand that focuses on the design, manufacture
and sale of heritage gold jewelry. We ranked first in terms of average revenue per boutique in
2022 and 2023 among gold jewelry brands in China.

For more details, see “Industry Overview” in this document.
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OUR CUSTOMERS AND SUPPLIERS

Our Customers

We believe that our strong relationship with our customers is imperative to the success of
our brand. Our integrated offline and online jewelry retail structure was built and developed
to establish our brand and promote our branded products to end user customers. During the
Track Record Period, substantially all of our customer base consisted of individual customers.
We have not entered into any long-term agreements with our individual customers. We do not
extend credit periods to our customers. None of these individual customers accounted for more
than 5% of our total revenue. We cooperate with certain shopping malls under concession
arrangements, where shopping malls will collect sales proceeds for us from our customers and
settle with us later. See “— Our Boutiques — Arrangements with Shopping Malls” for details.
Though we receive payments from shopping malls under such arrangements, we do not regard
them as our customers according to the relevant accounting policies.

To the best knowledge and belief of our Directors, our five largest customers in each year
during the Track Record Period were Independent Third Parties. None of our Directors or their
close associates or any of our Shareholders (who, to the best knowledge of our Directors,
beneficially own more than 5% of our share capital) had any interest in any five largest
customers in each year during the Track Record Period.

During the Track Record Period, we noticed that the purchase amount and frequency from
certain of our customers were higher than that of other customers, which may indicate that such
buyers are not making the purchases purely for themselves. We understand from Frost &
Sullivan that with the rise of social media platform, it is not uncommon in our industry for key
opinion leaders (KOLs) or fashion buyers to make purchases for and on behalf of others, and
it is not uncommon for certain companies in our industry to actively engage such KOLs or
fashion buyers as a means to promote and sell their products. KOLs and/or fashion buyers who
made purchases for and on behalf of others are commonly known as “Buyer Customers.” To
our best knowledge, currently some consumers are willing to purchase our products through
Buyer Customers, primarily because:

(i) through Buyer Customers, they can obtain our products at a more favorable price,
especially when they are not our Loyalty Members. We offer a 5% discount for
Loyalty Members who have made accumulative purchases amounting to RMB0.3

13

million or above (“Premium Loyalty Members”). See “— Product Warranty and
Customer Services — Customer Loyalty Program” in this section for details. In
addition, from time to time, we may participate in shopping festivals/promotional
events organized by shopping malls, and provide additional discounts to customers
(which could be enjoyed in conjunction with the 5% discounts offered under our
Loyalty Membership program). Some Buyer Customers may also have privileged
membership cards in certain high-end shopping malls, credit card companies, etc.,
where our boutiques are located, and may enjoy additional discounts, cash backs,
bonus points, and/or other benefits from promotion events organized by shopping

malls, giving them even more room to offer lower prices to their end-customers
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while making a profit for themselves. By placing orders through Buyer Customers
(we believes it is highly likely that all the Buyer Customers are Premium Loyalty
Members, and understand that such Buyer Customers are typically very familiar
with the shopping festivals/promotional events organized by different shopping
malls and are very skillful in finding, and combining, the relevant discounts/cash
backs/benefits that they can enjoy), “smaller” purchasers can enjoy a more favorable
price that they otherwise would not be able to enjoy;

(i) to our knowledge, given the high value of the products, certain Buyer Customers
adopted certain assurance measures and/or value-added services so as to create more
incentives for end-customers to purchase our product through the Buyer Customers
(for example, allowing the end-customers to make payments to the Buyer Customers
at substantially the same time the end-customers pick up the products from the our
boutiques). However, such arrangements, if any, are made between the Buyer
Customers and their end-customers. We do not provide any special assistance or
favorable treatment to the Buyer Customers, other than those pertaining to its
Customer Loyalty Program that could be equally enjoyed by other Premium Loyalty
Members who are not Buyer Customers; and

(iii) Although anyone can freely access our online sales platforms, not all of the our
products are offered online, and given the high value of the products, some
customers prefer to visit the our boutiques to view actual products instead of making
purchase decisions merely based on photos presented online. Therefore, a free
access to our online sales platforms cannot prevent the existence of Buyer
Customers.

This is a spontaneous market behavior that is beyond our control, and not uncommon in
the high-end retail industry, according to Frost & Sullivan.

Further, the fact that a customer made frequent and large amount of purchases does not
necessarily indicate that he/she is a Buyer Customer. Though we have put in place certain
know-your-customer procedures, we are unable to accurately identify all Buyer Customers.
Certain of our customers, upon enquires, had expressly confirmed their identities as Buyer
Customers (the “Confirmed Buyer Customers”). In 2021, 2022 and 2023, revenue contributed
by the Confirmed Buyer Customers amounted to RMB25.3 million, RMB50.3 million and
RMB209.5 million, respectively, accounting for 2.0%, 3.9% and 6.6% of our total revenue for
the same years, respectively.

We have never entered into any arrangement with any Buyer Customers to purchase our
products and then resell them to other customers. We have treated each customer equally, and
did not have any special arrangement with these customers with higher purchase frequency, nor
did we offer any special discount to any of them, except for the same discounts offered to other
customers pertaining to the policy of our Customer Loyalty Program. We have never set any
sales targets to these buyers, or provided any unusual goods return/refund policies to them that
we do not provide to our other customers. Further, we have never reversed any recognized
revenue from sales to these buyers for usually high return rate. Therefore, we believe that our
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sales to these buyers still reflect actual demand of our products and there is no channel stuffing
concern for our transactions with these buyers. Same as our other customers, these buyers settle
all their payments with us at the same time they make the relevant purchases, and we do not
grant them with any credit term and do not have any trade receivables in relation to such
buyers.

To the best knowledge and belief of our Directors, during the Track Record Period, none
of the Confirmed Buyer Customers in any given year during the Track Record Period have any
past or present arrangement or relationships (including financing, family, business,
employment, trust or otherwise) with the existing shareholders, directors, supervisors or senior
management of our Company or its subsidiaries, or any of their respective associates, other
than purchases of our gold jewelry products on normal commercial terms.

If Buyer Customers cease to offer our products to end-customers, some end-customers
might choose not to purchase our products, leading to a potential decrease in sales volume. For
more details, see “Risk Factors — Risks Relating to Our Business and Industry — If Buyer
Customers cease to offer our products to end-customers on terms more favourable than those
otherwise available to such end-customers, our business and results of operations may be
negatively affected.” However, we believe that it will not have any material adverse impact on
the our business and results of operations on the following basis:

(1) our outstanding sales performance during the Track Record Period were driven by
genuine market demand and not reliant on any Buyer Customers. Due to our
high-end brand positioning, we believe that its end-customers are inherently less
price-sensitive compared to the target customers of regular gold products, and when
making purchase decisions, they may place greater emphasis on factors other than
price, such as product quality, craftsmanship, design, aesthetics, etc. Therefore, we
believe that the favorable prices offered by Buyer Customers cannot decisively
influence the purchasing willingness of these customers. Even if they cannot enjoy
the favorable prices offered by Buyer Customers, many end-customers are still
willing to purchase our products;

(i) without Buyer Customers, end-customers who are willing to make purchases
regardless of discounts would pay the full labelled prices, possibly increasing the
our average selling prices and partially offsetting any negative impact resulting from
the potential decrease in sales volume; and

(ii1) if the non-member end-customers register as our members by themselves, we would
have a better opportunity to directly serve these customers directly, enhancing their
consumer experience, further solidifying our brand reputation and boosting sales.
This could also potentially lead them to become Premium Loyalty Members in the
future, decreasing their likelihood of purchasing through Buyer Customers.

-217 -



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

BUSINESS

We have implemented several know-your-customer procedures. Our boutiques in Macau
are required by local laws and regulations to identify customers in respect of cash-settled sales
transactions reaching a specific amount; while our Hong Kong Canton Road Boutique and the
remaining boutiques in mainland China are currently not required by local laws and regulations
to identify customers. For more details, see “Regulatory Overview — Hong Kong —
Registration Regime for Dealers in Precious Metals and Stones” and “Regulatory Overview —
Obligation to Cooperate for the Purpose of Preventing Money Laundering” in this Document.
Although our customers rarely settle with us in cash, we pay close attention to such situations
and carefully monitor the amount and frequency of transactions settled in cash. During the
Track Record Period, the amount of our sales settled in cash was RMB?31.0 million, RMB36.3
million, and RMB112.3 million in 2021, 2022, and 2023, respectively, representing 2.1%,
2.4%, and 3.1% of our total sales amount (inclusive of taxes and other charges payable by
consumers) in the same corresponding years. In addition, we have also carried out various other
anti-fraud and anti-money laundering measures that are applicable to all our customers, and
have exercised heightened scrutiny over such customers with higher purchase frequency. See
“— Health, Environmental, Work Safety Matters and Social Responsibility — Business
Integrity” for details. During the Track Record Period and up to the Latest Practicable Date,
we did not identify any red flags in this regard.

During the Track Record Period, our customer base was highly dispersed, and we were
not dependent on any single customer (regardless of whether they were Buyer Customers or
customers simply with relatively high purchase amount and frequency). Substantially all of our
Loyalty Members during the Track Record Period had an annual purchase frequency of five
times or less, and they contributed the vast majority of our revenue in each year comprising the
Track Record Period. Revenue derived from our five largest customers in each year during the
Track Record Period accounted for only 2.3%, 4.0% and 6.5% of our total revenue,
respectively. Revenue derived from our top 20 customers in each year during the Track Record
Period accounted for only 5.2%, 6.7% and 10.1% of our total revenue, respectively.

Consumers who registered with us and input necessary information through our WeChat
Mini Program will become a member. Members who made at least one purchase of our products
thereafter will become a Loyalty Member. We categorized our Loyalty Members who made
purchases during the Track Record Period into four groups by revenue contribution per Loyalty
Member. The table below sets forth the number and revenue contribution of each of the four
groups in each year comprising the Track Record Period:

2021 2022 2023
Purchase Amount
per Loyalty Member Number % Number % Number %
Number of =1 million 53 0.1 57 0.1 138 0.1
Loyalty 0.3 - 1 million 365 1.0 350 0.9 720 0.8
Members . .. 50 _ 300 thousand 4,145 11.4 4,028 10.0 9,769 10.5

<50 thousand 31,949 87.5 35,831 89.0 82,469 88.6
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2021 2022 2023
Purchase Amount
per Loyalty Revenue % of total Revenue % of total Revenue % of total
Member (RMB’000) Revenue (RMB’000) Revenue (RMB’000) Revenue

Revenue =] million 107,980 8.5 130,195 10.1 505,387 15.9
contribution. . 0.3 - 1 million 178,574 14.1 178,521 13.8 344238 10.8
50 - 300 thousand 405,171 32.0 387,677 30.0 945,398 29.7
<50 thousand 540,108 01 565,381 437 1,258,677 39.6

Total revenue from Loyalty
Members . . .. ... ... .. ... . 1,231,833 97.3 1,261,774 97.6 3,053,700 96.0

Based on the above, despite 8.5%, 10.1% and 15.9% of our revenue in 2021, 2022 and
2023, respectively, were contributed by Loyalty Members with individual annual purchase
amount of over RMBI1 million, in each year comprising the Track Record Period,
approximately 90%
approximately 70% of our total revenue were contributed by customers whose purchase amount

of our customers made purchases of RMB50,000 or less, and

was less than RMBO0.3 million each. This indicates that our revenue during the Track Record
Period mainly came from a large number of highly dispersed customers with relatively small
purchase amounts each, and no single customer can exert any material impact on our financial
performance.

The following table sets out the revenue contribution of our Loyalty Members by
purchase frequency in each year comprising the Track Record Period:

2021
Number of
Loyalty Percentage Percentage

Purchases in each year Members (%) Revenue (RMB) (%)

-5 ... 35,906 98.3 1,044,865,843 82.6
6-30. ... ... ... 598 1.6 159,682,733 12.6
30-100. . ........... 3 0.0 1,527,940 0.1
>100 . ... L 5 0.0 25,756,942 2.0
Others” . ........ .. N/A N/A 32,769,526 2.6
Total . ............. 36,512 100.0 1,264,602,984 100.0

2022
Number of
Loyalty Percentage Percentage

Purchases in each year Members (%) Revenue (RMB) (%)

-5 .. 39,638 98.4 1,044,765,734 80.7
6-30. ... ... 607 1.5 156,190,656 12.1
30-100. . ... ... 14 0.0 11,297,038 0.9
>100 .. ... 7 0.0 49,520,778 3.8
Others' .. ... ........ N/A N/A 32,446,108 2.5
Total . ............... 40,266 100.0 1,294,220,315 100.0
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2023
Number of
Loyalty Percentage Percentage

Purchases in each year Members (%) Revenue (RMB) (%)

1-5 91,602 98.4 2,286,360,586 71.9
6-30. ... ... 1,415 1.5 385,860,176 12.1
30-100. .. ... 55 0.1 71,976,676 2.3
>I100 ... 24 0.0 309,502,985 9.7
Others'” . ............ N/A N/A 125,864,300 4.0
Total ................ 93,096 100.0 3,179,564,724 100.0
Note:

(1)  “Others” refer to customers who made the purchases from us but did not enroll in the Loyalty

Membership Program.

Based on the above, substantially all of our Loyalty Members during the Track Record
Period had an annual purchase frequency of five times or less, and they contributed the vast
majority of our revenue in each year comprising the Track Record Period. This also indicates
that we did not have material reliance on any high-frequency purchaser to generate our
revenue. The total revenue contribution of high-frequency Loyalty Members (who made over
30 purchases in each year) gradually increased during the Track Record Period, primarily due
to the significant increase in the number of high-frequency Loyalty Members.

As our sales of jewelry products largely rely on our market recognition and reputation
among our customers, any of our failure to manage our relationship with customers may
deteriorate our brand and image, which may further materially and adversely affect our
business, results of operations, financial condition and our growth strategies. For more details,
see “Risk Factors — Risks Relating to Our Business and Industry — We depend on the impact
of our “&#i# 4> (LAOPU GOLD) brand, and any deterioration in our brand could have an
adverse effect on our sales, profitability and the implementation of our growth strategy.”

Our Suppliers

During the Track Record Period, we have not experienced any material shortage or delay
in the supply. Our major suppliers are raw material providers and production service providers.
The aggregate purchases from our five largest suppliers in each year during the Track Record
Period was RMB772.1 million, RMB704.5 million and RMB2,144.5 million, respectively,
accounting for approximately 95.1%, 93.3% and 95.0% of our total purchases for the respective
year. Our purchase from the largest supplier in each year during the Track Record Period
amounted to RMB605.9 million, RMB633.8 million and RMB1,826.0 million, accounting for
approximately 74.7%, 84.0% and 80.9% of our total purchases for the respective year.
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Our largest supplier in each year during the Track Record Period, Beijing Gongmei Group
Limited Liability Company (L5t TREM A REILAF]) (“Gongmei Group”), is a qualified
supplier of gold in the PRC and a general member of the Shanghai Gold Exchange. Gongmei
Group is controlled by a collective asset management association (FEHE & & & ##H€) that is
registered by Beijing Municipal Civil Affairs Bureau (L& REUR) and supervised by
Beijing Municipal Bureau of Economy and Information Technology (b i &89 A1{5 8L %= &
7). We have maintained a stable relationship with Gongmei Group for the supply of gold for
around eight years. Gongmei Group, through its branch, owns Gongmei Emporium (.35 K &),
a shopping mall located at Wangfujing Street of Beijing. We operate one boutique which was
opened in 2009 in Gongmei Emporium under a concession arrangement. The concession
agreement was entered into after arm’s length negotiations and its terms are generally in line
with the concession agreements we entered into with other shopping malls. In 2021, 2022 and
2023, the concession fee we paid to Gongmei Emporium (.35 KJ&) amounted to RMB2.8
million, RMB1.7 million and RMB3.5 million, respectively. To the best knowledge and belief
of our Directors, the gold supply business and the shopping mall operation are managed
independently and separately by different departments of Gongmei Group. Save as disclosed
above, we had no other transactions with Gongmei Group during the Track Record Period and
up to the Latest Practicable Date.

Since we are not a member of the Shanghai Gold Exchange and are not qualified to
directly made gold transactions at the Shanghai Gold Exchange, during the Track Record
Period, we primarily procured gold from the Shanghai Gold Exchange through its qualified
members, such as Gongmei Group (which is a general member qualified to conduct proprietary
trading business and agency business for corporate clients) and the Industrial and Commercial
Bank of China (“ICBC”) (which is a financial member qualified to conduct proprietary trading
business, agency business for both corporate and individual clients, and other businesses as
approved by regulatory authorities). Under the arrangements with Gongmei Group, Gongmei
Group will invoice us as it purchases gold based on our instructions from the Shanghai Gold
Exchange under its name and then supplies the gold to us. Under the arrangements with the
ICBC, we are able to directly place purchase orders to the Shanghai Gold Exchange through
our precious metal trading account at the ICBC. Though we did not make direct transactions
with the Shanghai Gold Exchange, the Shanghai Gold Exchange will invoice us for our
purchases made through the ICBC as we are deemed as the principal of such purchases.
Therefore we regard Gongmei Group and the Shanghai Gold Exchange as our suppliers
separately, despite that all the gold we purchased from Gongmei Group were also from the
Shanghai Gold Exchange. Whether or not the Shanghai Gold Exchange directly invoice us is
unrelated to the purchase prices charged by the relevant gold suppliers.

We procured the majority of our gold materials through Gongmei Group during the Track
Record Period primarily because we have established deep trust and a smooth communication
mechanism with Gongmei Group through years of business cooperation. During the Track
Record Period, we entered into a framework agreement with Gongmei Group each year to

procure gold, the salient terms of which are set out below:
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Duration: . ................... . One year from January 1 to December 31
Transaction Arrangements: . . . . .. . Gongmei Group is commissioned by us to

purchase gold from the Shanghai Gold
Exchange during the agreement period

. We place purchase orders specifying the
volume and delivery time to Gongmei
Group each time when we need gold
supplies

. Gongmei Group is allowed to make gold
purchases on behalf of us from the
Shanghai Gold Exchange if the gold spot
price is within a range pre-agreed by us,
and if not, our pre-approval is required

. After we made payments to Gongmei
Group, Gongmei Group will make gold
withdrawal applications for us to the
Shanghai Gold Exchange and withdraw
the gold from a warehouse designated by
Shanghai Gold Exchange

. Gongmei Group will invoice us after the
transaction

Pricing policy: ............. ... e The gold purchase price we pay to
Gongmei Group generally equals to the
spot price of Au9999 traded on the
Shanghai Gold Exchange when we place
purchase orders plus a commission fee
(which is a fixed amount per gram) for
Gongmei Group that is pre-agreed by us
Payment arrangements: . . .. ... .. *  We shall make full payments of the gold

purchase price to Gongmei Group on the

same day of withdrawing gold
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The framework agreement with Gongmei Group is silent on the renewal clause. We
usually review and renegotiate the framework agreement with Gongmei Group at the end of
each year to sign a new framework agreement for the following year. During the Track Record
Period and up to the Latest Practicable Date, the salient terms of the framework agreement
remained unchanged and we had never met any obstacle in renewing the framework agreement
with Gongmei Group. We have renewed the framework agreement with Gongmei Group on
January 1, 2024 for one year from January 1, 2024 to December 31, 2024. In addition, we are
not subject to any minimum purchase requirements under our agreements with Gongmei
Group, and the commission fee charged by Gongmei Group was generally in line with market

practice, as confirmed by Frost & Sullivan.

Given that we have cooperated steadily and smoothly with Gongmei Group for years, and
has never met any impediment of renewing the gold supply framework agreement with
Gongmei Group upon its expiration, we believe that the likelihood of the relationship with
Gongmei Group to be subject to material adverse change or termination is low. Based on the
Sole Sponsor’s due diligence work including, amongst others, (a) reviewing the framework
agreements between the Company and Gongmei Group and understanding, amongst others, the
key terms and arrangements; and (b) conducting interviews with and background search on
Gongmei Group and understanding, amongst others, that there were no material matters which
cast doubt on Gongmei Group’s ability or willingness to continue to supply gold to the Group,
the Sole Sponsor concurs with the Company’s views that the likelihood of the Company’s
relationship with Gongmei Group to be subject to material adverse change or termination is

low.

Even if Gongmei Group no longer supplies gold for us, there are many other gold
suppliers readily available in the market to supply gold to us at comparable prices. According
to the Shanghai Gold Exchange, it has over 140 general and financial members, and each of
them is qualified to purchase gold from Shanghai Gold Exchange for non-member
organizations like us. We had previously submitted a general membership application to the
Shanghai Gold Exchange in December 2020, but our application was not successful because
the Shanghai Gold Exchange was controlling the total number of its members. We believe that
we have met all the relevant standards of general members as required by the Shanghai Gold
Exchange, and other than the exchange’s internal policy of maintaining limited slots of
membership, there is no impediment for us to become a member of the Shanghai Gold
Exchange. The inability to directly purchase gold from the Shanghai Gold Exchange may bring
some inconvenience, but considering that the total weight of gold purchased/to be purchased
by our Group is not high, and the corresponding total commission required is not material to
our business and financial performance, we do not urgently need to obtain such membership
status. Nevertheless, we will keep communicating with the Shanghai Gold Exchange from time
to time and consider to re-submit membership application when opportunity arises.

We also opened a precious metal trading account at the ICBC in 2019. Our cooperation
with the ICBC follows the bank’s standard terms of acting as an agent for corporate clients in
gold trading transactions, according to which we are able to place gold purchase orders through
the account, and pay a commission which represents a pre-agreed percentage of the total
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purchase prices of our orders. Other than the commission arrangements, there are no significant
differences in sourcing gold from Gongmei Group or the ICBC. After comparing their
respective commission mechanisms and considering the price of gold traded on the Shanghai
Gold Exchange when we placed orders, primarily sourcing gold from Gongmei Group instead
of the ICBC during the Track Record Period was generally more commercially advisable for
us. We will closely follow the market prices of gold and compare the commission charges of
gold suppliers from time to time. If we find that any other suppliers’ offers are more favorable
than Gongmei Group’s offers, we are free to place orders through other suppliers like the
ICBC.

Based on the above, we believe that our supplier concentration risk is manageable, and
that we can readily source gold from other suppliers at comparable prices, terms and quality.
Based on the Sole Sponsor’s due diligence work including, amongst others, (a) reviewing the
agreements/order forms between the Group and its major gold suppliers (or in the case of
Shanghai Gold Exchange, ICBC) during the Track Record Period and understanding, amongst
others, the key terms and arrangements; (b) conducting interviews with major gold suppliers
of the Group (or in the case of Shanghai Gold Exchange, ICBC) during the Track Record
Period and understanding, amongst others, that there were no material matters which cast doubt
on their ability or willingness to continue to supply gold to the Group; (c) reviewing the list
of general and financial members of the Shanghai Gold Exchange; and (d) reviewing the
industry report prepared by and consulting with Frost & Sullivan and understanding their views
that gold is a commodity with standardized specifications available from a wide range of
suppliers in the market and are widely traded on precious metal exchanges with transparent
spot prices, the Sole Sponsor concurs with the Company’s views that the Group can readily
source gold from other suppliers at comparable prices, terms and quality.

Nevertheless, we have highlighted the relevant risks in the Risk Factors section. See
“Risk Factors — Risks Relating to Our Business and Industry — We procure raw materials
from a limited number of suppliers. Particularly, we had material reliance on a sole supplier
during the Track Record Period. We may not be able to secure a stable supply of qualified raw
materials at all times and on commercially acceptable terms or at all.” in this document.

For our boutiques in Hong Kong and Macau, we procured gold from Yuen Kee Bullion,
a private company incorporated in Hong Kong, in order to produce the gold products for sale
at our boutiques outside the mainland China. We commenced business relationship with Yuen
Kee Bullion since 2021, when we were preparing for the opening of the Venetian Macao 3F
Boutique in Macau. The procurement of gold from Yuen Kee Bullion increased significantly in
2023, making it the second largest supplier for 2023, primarily because we were preparing for
the opening of its Hong Kong Canton Road Boutique. Yuen Kee Bullion priced the gold
supplied to the Company primarily based on the international price of gold traded in London,
which is in line with the gold pricing market practice in Hong Kong, according to Frost &
Sullivan. Our Directors, to their best knowledge, confirm that there is no other past or present
relationships (including financing, family, business, employment, trust or otherwise) between
our Company and Yuen Kee Bullion, their respective shareholders, directors, supervisors or
senior management, or any of their respective associates, other than acting as our suppliers on
normal commercial terms. During the Track Record Period and up to the Latest Practicable
Date, the collaboration between our Company and Yuen Kee Bullion has been stable without
any major disputes.
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We made such arrangements in order to comply with the applicable PRC laws and
regulations. As advised by our PRC Legal Advisors, a domestic enterprise producing gold
products with gold procured in mainland China and then moving such gold products to Hong
Kong or Macau for sale is considered as the export of gold products (¥4 H 1) under
applicable PRC laws and regulations. To conduct the export of gold products, a domestic
enterprise must satisfy the same requirements for the import of gold products and obtain the
approval from the PBOC. Since we have not obtained such approval, it is not permitted to
procure gold and produce gold products in mainland China for export to its Hong Kong and
Macau boutiques for sale. However, if the gold is procured from an enterprise incorporated
outside the mainland China and then moved to mainland China for production by a domestic
enterprise, with the resulting gold products being moved back to regions outside the mainland
China for sale and the weight of gold inbound and outbound being checked by the PRC customs
as consistent, the entire procedure may be considered as “processing with supplied materials”
(AN T) and is exempt for the aforesaid approval from the PBOC under applicable PRC laws
and regulations.

During the Track Record Period, we procured gold from Yuen Kee Bullion through our
overseas subsidiaries and all the gold procured from Yuen Kee Bullion were transported to the
mainland China for processing at the Yueyang Factory and/or external manufacturers. We
stored the gold procured from Yuen Kee Bullion at Yueyang Factory separately and did not mix
it with other gold purchased domestically. Then all the gold products produced with these gold
were moved back to our Hong Kong and Macau boutiques for sale. As confirmed by Frost &
Sullivan, our gold procurement arrangement mentioned above is a common practice in the
industry. As advised by our PRC Legal advisors, during the Track Record Period and up to the
Latest Practicable Date, we were not subject to any litigation, dispute, legal action, claim,
investigation or other action from any regulatory authorities regarding the movements of gold
and gold products between Hong Kong/Macau and mainland China.

Our five largest suppliers in each year during the Track Record Period were Independent
Third Parties. We typically prepay for, or make payments under a credit term of 30-60 days to,
raw materials or services provided by our five largest suppliers in each year during the Track
Record Period through bank transfer. To the best of the knowledge of our Directors, none of
our Directors, their respective associates or any shareholder who owns more than 5% of our
issued share capital had any interest in any five largest suppliers in each year during the Track
Record Period. To the best of the knowledge of our Directors, none of the Group, our Directors,
senior management, our Shareholders and any of their respective associates has any interest in,
or any other past or present relationships with such five largest suppliers in each year during
the Track Record Period or their ultimate beneficial owners.
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The following tables set forth the basic information of our five largest suppliers in each
year during the Track Record Period, respectively:

For 2021
Percentage
Purchase of Total
Suppliers’ Products or Services Amount Purchase Length of
Supplier Background Supplied Credit Term (RMB’000) (%) Relationship
Gongmei Gold jewelry producer Gold Prepayment 605,861 747 8
Group . . . .. and gold trader,
and a general
member of
Shanghai Gold
Exchange
Shanghai Gold ~ Trading, clearing, Gold Prepayment 100,007 123 5
Exchange* . . . delivery and
vaulting services
provider of gold,
silver and
platinum
Shanghai Diamond and jewelry ~Diamond 30-60 days 36,816 45 5
Hengxinhang wholesaler
Diamond Co.,
Ltd. (L
TEAERL
() B
Shenzhen Fuyuan Jewelry producer Outsourced 30-60 days 15,996 2.0 7
Gongfang production service
Culture
Development
Co., Lid. (I
Mifa& Lot
BIRARAT) .
Shanghai Jewelry wholesaler ~ Diamond Prepayments 13,435 L7 5
Heartfook and retailer required in
Jewelry Co., part, 30-60
Lid. ( btz days for
EHEEHAR the rest
Al
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For 2022
Percentage
Purchase of Total
Suppliers’ Products or Services Amount Purchase Length of
Supplier Background Supplied Credit Term (RMB’000) (%) Relationship
Gongmei Gold jewelry producer Gold Prepayment 633,844 84.0 8
Group . . . .. and gold trader,
and a general
member of
Shanghai Gold
Exchange
Shanghai Diamond and jewelry ~Diamond 30-60 days 20,072 27 5
Hengxinhang wholesaler
Diamond Co.,
Ld. (Lt
THaERR
Ao
Shanghai Jewelry wholesaler ~ Diamond 30-60 days 19,473 2.6 3
Zuanfeng
Diamond Co.,
Lid. (LS
FOARAH)
Shanghai Gold ~ Trading, clearing, Gold Prepayment 17,941 24 5
Exchange* . . . delivery and
vaulting services
provider of gold,
silver and
platinum
Shenzhen Fuyuan Jewelry producer Outsourced 30-60 days 13,131 1.7 7
Gongfang production service
Culture
Development
Co., Ltd. (T
s L
RIRARAT) .
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For 2023
Percentage
Purchase of Total
Suppliers’ Products or Services Amount Purchase Length of
Supplier Background Supplied Credit Term (RMB’000) (%) Relationship
Gongmei Gold jewelry producer Gold Prepayment 1,826,047 80.9 8
Group . . . .. and gold trader,
and a general
member of
Shanghai Gold
Exchange
Yuen Kee Bullion Precious metal Gold Prepayment 150,654 6.7 3
Company products trader
Limited ({2 Jewelry wholesaler
S¥ARAF) . Diamond and
jewelry retailer
Shanghai Precious metal Diamond 30-60 days 76,251 34 3
Zuanfeng products trader
Diamond Co., Jewelry wholesaler
Ltd. (b##Y  Diamond and
BRARAH) . jewelry retailer
Shanghai Precious metal Diamond 30-60 days 52,758 23 5
Hengxinhang products trader
Diamond Co., Jewelry wholesaler
Lid. (L4 Diamond and
fTERERA jewelry wholesaler
A,
Shenzhen Fuyuan Jewelry producer Outsourced 30-60 days 38,819 1.7 7
Gongfang production service
Culture
Development
Co., Lud. (I
it L
REARLA) .
Note:

Represents the purchases we made through the ICBC, a financial member of the Shanghai Gold
Exchange. We opened a precious metal trading account at the ICBC in 2019 and are able to place gold
purchase orders to the Shanghai Gold Exchange through the account. Accordingly, the Shanghai Gold
Exchange will invoice us for our purchases made through the ICBC. Therefore we regard the Shanghai
Gold Exchange instead of the ICBC as our supplier.
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Overlapping Customer and Supplier

In 2020, we entered into a transaction with one of our suppliers, HK Hoi Fook Jewelry
International Group (“HK Hoi Fook”), who had provided us with gold raw materials since
2018. To the best knowledge and belief of our Directors, HK Hoi Fook was a gold raw
materials provider and an Independent Third Party. We entered into this transaction because as
affected by COVID-19 and unfavorable market conditions at that time, we decided to close our
boutique in Hong Kong and therefore needed to properly handle the unsold inventories therein.
However, there are legal restrictions on the movements of gold products from Hong Kong to
mainland China. According to the Measures for the Administration of the Import and Export
of Gold and Gold Products ( {Hr4x Moima R e D HE) ), to import gold products
from Hong Kong to mainland China, a domestic enterprise is required to apply for and obtain
approval from the PBOC, provided that the enterprise satisfies one of certain requirements,
which include that, among others, (i) if the applicant is an enterprise that produces, processes
or uses gold products, it shall have necessary production sites, facilities and equipment, meet
national standards of pollutant emissions, and have tax payment record of no less than RMB1
million taxes per year for three consecutive years; (ii) if the applicant is a foreign trade
operation enterprise managed by an authorized economic operator (enterprise certified by
custom and given favorable clearance conditions), it shall have tax payment record of no less
than RMB3 million taxes per year for three consecutive years; or (iii) the applicant is an
educational institution or scientific research institution that uses gold products for national
scientific research projects or key research projects. As back to the time of our transaction with
HK Hoi Fook, none of our domestic entity satisfies any of the above conditions, we are not able
to ship our jewelry products of the to-be-closed boutique to our other boutiques in mainland
China for sale. For more details of the legal restrictions, see “Regulatory Overview —
Regulations on the Controlling of the Import and Export of Gold and Gold Products” in this
Document. We therefore transferred a portion of such products with a total value of
approximately RMB13.9 million to our boutique in Macau. However, after considering various
factors such as the product demand and storage capacity of the Macau boutique, the expenses
involved in order to securely ship the products to Macau and to properly store them, and the
then corresponding gold price at the relevant time, we decided to sell a portion of the remaining
jewelry products to HK Hoi Fook, under the arrangement that such jewelry products can only
be melted and reused by HK Hoi Fook as raw materials, and cannot be resold by HK Hoi Fook
or any other party as merchandises. Because the gold price at the relevant time increased as
compared to the time we purchased the corresponding raw material gold, we generated a profit
as a result of such transaction. Therefore, HK Hoi Fook became one of our top five customers
in 2020 (the “Overlapping Customer-Supplier”’). We believe that this sale was one-off in
nature, was carried out by us primarily as an inventory management measure, and was in line
with our commercial interest.

-229 -



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

BUSINESS

The following table sets out our revenue from and our purchases amount from the

Overlapping Customer-Supplier during the Track Record Period:

For the Year Ended December 31,

2020 2021 2022 2023

Sales to the Overlapping*

Customer-Supplier
Revenue (000) ............... 4,562 - - -
As a percentage of

total revenue (%) ............ 0.5 - - -
Gross profit (‘000) ............ 1,126 - - -
Purchases from the

Overlapping* Customer-

Supplier
Purchase amount (‘000)......... 109 1,435 - -
As a percentage of

total purchase (%) ........... 0.0 0.2 - -
Note:
* Including the Overlapping Customer-Supplier and its associate.

Our Directors confirm that our sales to and our purchases from the Overlapping
Customer-Supplier were (i) entered into after due consideration taking into account the
prevailing purchase and selling prices at the relevant times, and (ii) conducted on an arm’s
length basis. To the best knowledge of our Directors, we did not have any other overlap
between our other major customers and major suppliers during the Track Record Period and up
to Latest Practicable Date.

PRODUCT WARRANTY AND CUSTOMER SERVICES

Customer Services

Customer service has always been important to us and to the success of our business and
our goal is to deliver personalized customer service and to build on our relationship with our
customers. Our sales staff are trained to handle all aspects of a shopping experience from the
moment a customer enters a store to the eventual purchase of products by customers. We
regularly assess the performance of our sales staff to uphold the high quality and consistency

in our customer service.
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In addition, we have set up a loyalty member center (& EH.[») where our loyalty
members are offered with an immersive and professional consumer experience. Incorporating
the distinctive theme of a classic Chinese study room in the loyalty member center, we strive
to fully showcase our timeless craftsmanship, classic jewelry products, and brand culture. We
have customer service staff at each boutique who are also responsible for responding to and
handling service and product feedbacks from our customers. We conduct monthly reviews of
feedback submitted by customers to prevent any reported problems from recurring.

Product Warranty and After-Sales Maintenance Service

We offer a range of after-sales services to our members, including lifetime complimentary
basic care services, which encompass simple cleaning and minor adjustments to their jewelry.
Members can also enjoy our free fitting service. For jewelry products that require repair due
to damage, we provide maintenance and repair services for a fee. No provisions for product
warranties were made during the Track Record Period, incurring only insignificant labor costs.
There were no significant incidents caused by refunds, returns, or quality-related complaints
during the Track Record Period.

Sales Return and Exchange

Generally, we adopt a no-sales-return policy unless otherwise required by local laws and
regulations. However, we do permit product returns or exchanges in special cases if the reason
for the return or exchange relates to quality issues, though we have rarely experienced such
circumstances.

Customer Loyalty Program

We provide consistent and high-quality customer service across all our offline and online
stores to reinforce our brand image, increase customer satisfaction levels and build brand
loyalty. Consumer who registered with us and made at least one purchase of our products
thereafter can become a member of our Customer Loyalty Program (“Loyalty Member”),
where we provide our Loyalty Members with lifetime cleaning and basic maintenance services
for free. We offer a 5% discount for Loyalty Members who have made accumulative purchases
amounting to RMBO0.3 million or above. We do not set any minimum purchase threshold for our
Loyalty Members.

We have a standard set of procedures to address and respond to customer complaints.
Customer complaints are collected through their direct enquiries or our after-service telephone
callbacks. We attach great importance to our customers’ feedbacks and complaints to
constantly assess customer satisfaction levels and prevent future occurrences of similar issues.
During the Track Record Period and up to the Latest Practicable Date, we had not received any
complaint from customers that may materially affect our reputation or business operations.

As a result of our customer engagement efforts, we have built a loyal customer base. As

of December 31, 2021, 2022 and 2023, the number of our Loyalty Members reached
approximately 97,800, 126,600, and 202,600, respectively.
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We operate our Loyalty Membership Program and prevent the abuse of membership
benefits/discounts in practice in the following methods:

. Consumers can register with us and input necessary information (including phone
number verified by sending verification code by SMS) through our WeChat Mini
Program to became a member, and a membership account will be automatically
created in our CRM system accordingly. Members who made at least one purchase
of our products thereafter will be labeled as a Loyalty Member in the system. Our
CRM system tracks each member’s purchase amount on a rolling basis. When a
member’s cumulative spending reaches RMBO0.3 million, the CRM system will
automatically upgrade the customer to “Gold Card Member”. When a member’s
cumulative spending reaches RMBO0.5 million, the CRM system will automatically
upgrade the customer to “Black Gold Card Member”. Both “Gold Card Member”
and “Black Gold Card Member” are Premium Loyalty Members who are entitled to
a 5% discount for future purchases.

. For in-store purchases, members must present their membership QR code for
verification of their identity. A member can retrieve his/her unique membership QR
code through our WeChat Mini Program. The sales staff, after scanning the QR code,
can obtain the member’s information recorded in our CRM system to verify his/her
membership level and entitlement to the 5% discount, if any. To prevent
unauthorized use of the membership QR code, we have launched a dynamic QR code
system since March 2024, where each member’s dynamic QR code is only valid for
one minute after generation. Before that, the membership QR code was static.
However, if a consumer did not generate the QR code on-site but only provided a
screenshot, our sales staff would contact the member with the QR code through the
phone number recorded in the CRM system to verify if the consumer is the actual
member or an authorized person. Only after confirming the consumer’s identity can
they enjoy the membership benefits. Members can also remotely contact sales staff
of our boutiques to place orders. In this case, members need to send a message to
the boutique’s corporate WeChat account and provide their membership information.
After the boutique staff retrieve the membership details in the CRM system and
verify the member’s identity through phone or SMS, the customers can then enjoy
membership benefits.

. For online purchases through third-party e-commerce platforms including Tmall and
JD.com, members must first contact our customer service personnel using their
registered phone number. They need to send their registered phone number and the
third-party e-commerce platform account they want to link to the designated
customer service personnel. After verifying the member’s information, we will link
the member’s third-party e-commerce platform account with his/her membership
account. Subsequently, only orders placed through this linked account on the
third-party e-commerce platforms will be eligible for membership benefits. For
orders placed through WeChat Mini Program, members must login the program with
their membership number or registered phone number to enjoy membership benefits,
if any.
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DATA PRIVACY

We have adopted a range of measures to secure the privacy of our customers, including
maintaining a register of our data processing activities, and adopting certain measures to secure
data stored in our systems such as web application firewall (WAF) programs, antivirus
programs, encrypted network accessibility, double authentication of identities, and the
principle of least privilege. We conduct a cybersecurity penetration test annually to evaluate
the security of our IT systems. In addition, we have a disaster recovery plan for all our IT
applications servers. Our providers for cloud services have implemented redundancy
mechanisms and various other mechanisms for data loss protection and disaster recovery, to
ensure the safety and stability of our data stored on the cloud. We also employ a variety of
encryption technologies to safeguard data security, including full encryption for data backup
and transport layer security (TLS) encryption for transmission, which can effectively prevent
data from being illegally stolen or tampered with, and ensure authenticity and completeness of
data.

As of the Latest Practicable Date, we were approved for the Second Level Protection for
Information Security (f§ 5% 255K 7% —#%), demonstrating our abilities to protect ourselves
from certain external malicious attacks and to recover with a period of time if being attacked.

During the Track Record Period and up to the Latest Practicable Date, the ty