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IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

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

This prospectus is available at the website of the Stock Exchange at
www.hkexnews.hk under the “HKEXnews > New Listings > New Listing Information”
section, and our website at https://www.innoscience.com. If you require a printed copy
of this prospectus, you may download and print from the website addresses above.

To apply for the Hong Kong Offer Shares, you may use one of the following
application channels:

Application
Channel Platform Target Investors Application Time

HK eIPO
White
Form
service

www.hkeipo.hk Investors who would
like to receive a
physical H Share
certificate. Hong
Kong Offer Shares
successfully applied
for will be allotted
and issued in your
own name.

From 9:00 a.m. on
Wednesday,
December 18, 2024
to 11:30 a.m. on
Monday,
December 23, 2024,
Hong Kong time.

The latest time for
completing full
payment of
application monies
will be 12:00 noon
on Monday,
December 23, 2024,
Hong Kong time.
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Application
Channel Platform Target Investors Application Time

HKSCC
EIPO
channel

Your broker or
custodian who is a
HKSCC Participant
will submit a
HKSCC EIPO
application on your
behalf through
HKSCC’s FINI
system in
accordance with
your instruction.

Investors who would
not like to receive a
physical H Share
certificate. Hong
Kong Offer Shares
successfully applied
for will be allotted
and issued in the
name of HKSCC
Nominees, deposited
directly into CCASS
and credited to your
designated HKSCC
Participant’s stock
account.

Contact your broker or
custodian for the
earliest and latest
time for giving such
instructions, as this
may vary by broker
or custodian.

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

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

Please refer to the section headed “How to Apply for Hong Kong Offer Shares” in
this prospectus for further details of the procedures through which you can apply for the
Hong Kong Offer Shares electronically.
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Your application through the HK eIPO White Form service or the HKSCC EIPO channel
must be for a minimum of 100 Hong Kong Offer Shares and in one of the numbers set out in
the table below. If you are applying through the HK eIPO White Form service, you may refer
to the table below for the amount payable for the number of Shares you have selected. You must
pay the respective maximum amount payable on application in full upon application for Hong
Kong Offer Shares. If you are applying through the HKSCC EIPO channel, you are required
to prefund your application based on the amount specified by your broker or custodian, as
determined based on the applicable laws and regulations in Hong Kong.

No. of Hong
Kong Offer

Shares applied
for

Maximum
Amount

payable(2) on
application/
successful
allotment

No. of Hong
Kong Offer

Shares applied
for

Maximum
Amount

payable(2) on
application/
successful
allotment

No. of Hong
Kong Offer

Shares applied
for

Maximum
Amount

payable(2) on
application/
successful
allotment

No. of Hong
Kong Offer

Shares applied
for

Maximum
Amount

payable(2) on
application/
successful
allotment

HK$ HK$ HK$ HK$

100 3,399.95 2,500 84,998.65 30,000 1,019,983.82 600,000 20,399,676.65
200 6,799.89 3,000 101,998.39 40,000 1,359,978.44 700,000 23,799,622.76
300 10,199.84 3,500 118,998.12 50,000 1,699,973.05 800,000 27,199,568.88
400 13,599.78 4,000 135,997.85 60,000 2,039,967.67 900,000 30,599,514.99
500 16,999.73 4,500 152,997.58 70,000 2,379,962.28 1,000,000 33,999,461.10
600 20,399.68 5,000 169,997.30 80,000 2,719,956.89 1,500,000 50,999,191.66
700 23,799.63 6,000 203,996.76 90,000 3,059,951.49 2,268,200(1) 77,117,577.67
800 27,199.57 7,000 237,996.22 100,000 3,399,946.11
900 30,599.52 8,000 271,995.68 200,000 6,799,892.22

1,000 33,999.46 9,000 305,995.15 300,000 10,199,838.34
1,500 50,999.19 10,000 339,994.61 400,000 13,599,784.45
2,000 67,998.92 20,000 679,989.23 500,000 16,999,730.56

Notes:

(1) Maximum number of Hong Kong Offer Shares you may apply for and this is 50% of the Hong Kong Offer
Shares initially offered.

(2) The amount payable is inclusive of brokerage, SFC transaction levy, the Stock Exchange trading fee and AFRC
transaction levy. If your application is successful, brokerage will be paid to the Exchange Participants (as
defined in the Listing Rules) or to the HK eIPO White Form Service Provider (for applications made through
the application channel of the HK eIPO White Form Service Provider) while the SFC transaction levy, the
Stock Exchange trading fee and the AFRC transaction levy will be paid to the SFC, the Stock Exchange and
the AFRC, respectively.

No application for any other number of Hong Kong Offer Shares will be considered and
any such application is liable to be rejected.
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If there is any change in the following expected timetable of the Global Offering, we
will issue an announcement on the website of our Company at www.innoscience.com and
the website of the Stock Exchange at www.hkexnews.hk.

Date(1)

Hong Kong Public Offering commences . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9:00 a.m. on
Wednesday, December 18, 2024

Latest time for completing electronic applications
via the HK eIPO White Form service through
the designated website at www.hkeipo.hk . . . . . . . . . . . . . . . . . . . . . . . . . .11:30 a.m. on

Monday, December 23, 2024

Application lists of the Hong Kong Public
Offering open(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .11:45 a.m. on

Monday, December 23, 2024

Latest time for (a) completing full payment of
application monies via the HK eIPO White Form
service, or; (b) giving electronic application
instructions to HKSCC(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .12:00 noon on

Monday, December 23, 2024

If you are instructing your broker or custodian who is a HKSCC Participant to submit
HKSCC EIPO applications on your behalf through HKSCC’s FINI system in accordance with
your instruction, you are advised to contact your broker or custodian for the latest time for
giving such instructions which may be different from the latest time as stated above.

Application lists of the Hong Kong Public
Offering close(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .12:00 noon on

Monday, December 23, 2024

Expected Price Determination Date(5) . . . . . . . . . . . . . . . . . . . . . . .on or before 12:00 noon
Tuesday, December 24, 2024

EXPECTED TIMETABLE(1)
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Announcement of:

• the final Offer Price;

• the level of indications of interest in the International Offering;

• the level of applications in the Hong Kong Public Offering; and

• the basis of allocations of the Hong Kong Offer Shares

to be published on the website of our Company
at www.innoscience.com(6) and the website
of the Stock Exchange at www.hkexnews.hk . . . . . . . . . . . . . .no later than 11:00 p.m. on

Friday, December 27, 2024

Results of allocations in the Hong Kong Public Offering (with successful applicants’
identification document numbers, where appropriate) to be available through the HK eIPO
White Form service or HKSCC EIPO channel:

• from the “Allotment Results” page at
the designated results of allocations
website at www.tricor.com.hk/ipo/result or
www.hkeipo.hk/IPOResult with a “search by ID”
function from(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .11:00 p.m. on

Friday, December 27, 2024
to 12:00 midnight on

Thursday, January 2, 2025

• The Stock Exchange’s website at
www.hkexnews.hk and our website at
www.innoscience.com(6) which will
provide links to the above mentioned
websites of the H Share Registrar . . . . . . . . . . . . . . . .no later than 11:00 p.m. on

Friday, December 27, 2024

• from the allocation results telephone
enquiry line by calling +852 3691 8488 between
9:00 a.m. and 6:00 p.m. from. . . . . . . . . . . . . . . . Monday, December 30, 2024 to

Friday, January 3, 2025
on a business day

• For those applying through HKSCC EIPO
channel, you may also check with your
broker or custodian from. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6:00 p.m. on

Tuesday, December 24, 2024

EXPECTED TIMETABLE(1)
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For applications through the HK eIPO White Form service:
H Share certificates to be collected in person at the
H Share Registrar, Tricor Investor Services Limited,
at 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong for application of 1,000,000 Hong Kong
Offer Shares or more from(8)(9) . . . . . . . . . . . . . . . . . . . . . . . . . .9:00 a.m. to 1:00 p.m. on

Monday, December 30, 2024

• H Share certificates to be sent for application
of less than 1,000,000 Hong Kong Offer Shares(8)(9) . . . . . .Friday, December 27,

2024

For applications through HKSCC EIPO channel, H Share certificate(s) will be issued in
the name of HKSCC Nominees, deposited into CCASS and credited to your designated HKSCC
Participant’s stock account.(8)(9)

e-Auto Refund payment instructions/refund
cheque(s) via the HK eIPO White Form
service to be dispatched(10) . . . . . . . . . . . . . . . . . . . . . . . . . .Monday, December 30, 2024

Dealings in the H Shares on the Stock Exchange
expected to commence at(9) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9:00 a.m. on

Monday, December 30, 2024

Notes:

(1) Unless otherwise stated, all times and dates refer to Hong Kong local times and dates.

(2) You will not be permitted to submit your application under the HK eIPO White Form Service Provider
through the designated website www.hkeipo.hk after 11:30 a.m. on the last day for submitting applications.
If you have already submitted your application and obtained an application reference number from the
designated website prior to 11:30 a.m., you will be permitted to continue the application process (by
completing payment of application monies) until 12:00 noon on the last day for submitting applications, when
the application lists close.

(3) If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above and/or Extreme
Conditions (collectively, “Bad Weather Signal”) in force in Hong Kong at any time between 9:00 a.m. and
12:00 noon on Monday, December 23, 2024, the application lists will not open or close on that day. For further
details, see “How to Apply for Hong Kong Offer Shares — E. Bad Weather Arrangements.”

(4) Applicants who apply via HKSCC EIPO channel shall contact their broker or custodian for the earliest and
latest time for giving such instructions, as this may vary by broker or custodian.

(5) The Price Determination Date is expected to be on or about Tuesday, December 24, 2024. If, for any reason,
the Offer Price is not agreed between the Joint Representatives (for themselves and on behalf of the other
Underwriters) and us by 12:00 noon on Tuesday, December 24, 2024, the Global Offering will not proceed and
will lapse.

(6) Neither of the websites nor any of the information contained on the websites forms part of this prospectus.

(7) The full list of (i) wholly or partially successful applicants using the HK eIPO White Form service and
HKSCC EIPO channel, and (ii) the number of Hong Kong Offer Shares conditionally allotted to them, among
other things, will be displayed at www.hkeipo.hk/IPOResult or www.tricor.com.hk/ipo/result.
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(8) H Share certificates will only become valid at 8:00 a.m. on the Listing Date provided that the Global Offering
has become unconditional and the right of termination described in “Underwriting — Underwriting
Arrangements — Hong Kong Public Offering — Grounds for Termination” has not been exercised. Investors
who trade the Shares on the basis of publicly available allocation details prior to the receipt of H Share
certificates or prior to the H Share certificates becoming valid evidence of title do so entirely at their own risk.

(9) If a Bad Weather Signal in force is hoisted on Friday, December 27, 2024, the H Share Registrar will make
appropriate arrangements for the delivery of the H Share certificates to the HKSCC Depository’s service
counter so that they would be available for trading on Monday, December 30, 2024.

(10) Refund mechanism for surplus application monies paid by application via HKSCC EIPO channel is subject
to the arrangement between applicants and their broker or custodian.

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

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

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

The above expected timetable is a summary only. For further details of the structure of
the Global Offering, including its conditions, and the procedures for applications for Hong
Kong Offer Shares, see “Structure of the Global Offering” and “How to Apply for Hong Kong
Offer Shares” in this prospectus.

If the Global Offering does not become unconditional or is terminated in accordance with
its terms, the Global Offering will not proceed. In such case, our Company will make an
announcement as soon as practicable thereafter.
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IMPORTANT NOTICE TO PROSPECTIVE INVESTORS

This prospectus is issued by our Company solely in connection with the Hong Kong
Public Offering and the Hong Kong Offer Shares and does not constitute an offer to sell
or a solicitation of an offer to subscribe for or buy any security other than the Hong Kong
Offer Shares. This prospectus may not be used for the purpose of, and does not constitute,
an offer to sell or a solicitation of an offer to subscribe for or buy any security in any
other jurisdiction or in any other circumstances. No action has been taken to permit a
public offering of the Offer Shares or the distribution of this prospectus in any
jurisdiction other than Hong Kong. The distribution of this prospectus and the offering
and sale of the Offer Shares in other jurisdictions are subject to restrictions and may not
be made except as permitted under the applicable securities laws of such jurisdictions
pursuant to registration with or authorization by the relevant securities regulatory
authorities or an exemption therefrom.

You should rely only on the information contained in this prospectus to make your
investment decision. We have not authorized anyone to provide you with information that
is different from what is contained in this prospectus. Any information or representation
not included in this prospectus must not be relied on by you as having been authorized
by us, the Joint Sponsors, the Joint Representatives, the Overall Coordinators, the
Capital Market Intermediaries, the Joint Global Coordinators, the Joint Bookrunners, the
Joint Lead Managers, the Underwriters, any of our or their respective directors or
advisors, or any other person or party involved in the Global Offering. Information
contained on our website, located at www.innoscience.com, does not form part of this
prospectus.
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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 invest
in the Offer Shares.

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

OVERVIEW

We are driving innovation in the global power semiconductor industry, dedicated to
advancing the GaN power semiconductor industry and fostering its ecosystem. A power
semiconductor is a type of semiconductor device that is used as a switch or rectifier in power
electronics and serves as the core component of power supplies. Gallium Nitride on Silicon
(“GaN-on-Si”) is a technology of growing gallium nitride crystals on silicon substrates, a
combination that leverages the high electron mobility and thermal stability of GaN with the
cost-effectiveness and scalability of Silicon, making it ideal for high-power and high-
frequency applications. We are the first in the world to achieve mass production of 8-inch
Gallium Nitride on Silicon (“GaN-on-Si”) wafers and the only company that offers a full
voltage spectrum of GaN-on-Si semiconductor products on industrial scale. In terms of revenue
in 2023, we had a market share of 0.2% in the global power semiconductor industry and 0.4%
in the power semiconductor industry in China, according to Frost & Sullivan. Additionally, we
ranked first among all GaN power semiconductor companies globally in 2023 in terms of
revenue, according to the same source. The emergence of renewable energy and compute
intensive applications has been transforming the world. This trend leads to a surging demand
for more efficient and economical power semiconductors products. GaN, a wide bandgap
semiconductor material featuring high frequency and low on-resistance, has become the
centerpiece in the ongoing revolution of the power semiconductor industry and is set to
accelerate its market penetration. In 2023, the GaN power semiconductors accounted for 0.5%
of the global power semiconductor market, and it is expected to constitute 10.1% of the market
by 2028. Underpinned by our continual innovation and strong technological expertise, we
design, develop and manufacture various types of GaN products, including discrete chips,
integrated circuits (“ICs”), wafers and modules. Our products are widely adopted in diverse
power supply applications across a broad range of sectors, such as fast chargers and adapters
in consumer electronics, battery management systems in renewable energy and industrial
applications, LiDAR systems in automotive electronics and power supply units in data centers.

We have adopted an Integrated Device Manufacturer (“IDM”) model that enables
in-house control over the entire process from design, manufacturing, packaging, testing and
sales of the finished products. As of June 30, 2024, we house the world’s largest GaN power
semiconductor production base, with a production capacity of 12,500 wafers per month. Such
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capacity enables us to capture growing market opportunities with stable supplies, thus
nurturing customer confidence. Our advanced mass production technologies also led to an 80%
increase in die per wafer and a 30% reduction in single chip cost compared to 6-inch
GaN-on-Si wafers, showcasing our cost advantages as well as leadership in the ongoing
innovation and commercialization of the GaN products.

Our position at the forefront of the GaN semiconductor industry is solidified by our
continuous efforts in innovation and technological advancement. Through long-term dedication
to R&D, we lead the market in 8-inch GaN-on-Si process technologies. As of the Latest
Practicable Date, we had 406 patents and 387 patent applications in the world, covering critical
areas such as chip design, device structuring, wafer manufacturing, packaging and reliability
testing. We pioneered the effort in expanding the application of GaN products by working
closely with reputable customers in diverse sectors, introducing innovative products and
delivering unique value. Leveraging our comprehensive expertise in GaN technologies, we
design, develop and manufacture high-performance and reliable GaN discrete chips for various
applications across low-, medium- and high-voltage ranges in different packaging options, and
our product R&D covers 15V to 1,200V.

Benefiting from our technological leadership and commercialization capabilities, our
GaN products have gained wide market recognition, contributing to the development of an
ecosystem centered on GaN products. According to Frost & Sullivan, with a revenue of
RMB592.7 million in 2023, we ranked first among all GaN power semiconductor companies
globally, holding a market share of 33.7%. As of June 30, 2024, our cumulative shipment
exceeded 850 million in terms of equivalent GaN discrete chips. Our GaN products gained
recognition from customers across various application areas, resulting in a strong revenue
growth during the Track Record Period. Our revenue increased by 99.7% from RMB68.2
million in 2021 to RMB136.2 million in 2022, and by 335.2% to RMB592.7 million in 2023.
Our revenue increased by 25.2% from RMB308.1 million in the six months ended June 30,
2023 to RMB385.8 million in the six months ended June 30, 2024.

We recorded net losses, adjusted net losses (non-HKFRS measure) and net operating cash
outflows throughout the Track Record Period. We had loss for year of RMB3,399.3 million,
RMB2,205.5 million and RMB1,101.9 million in 2021, 2022, 2023, and we had loss for the
period of RMB579.7 million and RMB488.0 million in the six months ended June 30, 2023 and
2024, respectively. Our adjusted net loss (non-HKFRS measure), which was adjusted by adding
back (i) changes in the carrying amount of liabilities recognized for financial instruments
issued to investors and (ii) equity-settled share-based payment expenses, amounted to
RMB1,080.8 million, RMB1,276.9 million, RMB1,015.6 million, RMB549.0 million and
RMB377.8 million in 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024,
respectively. Our net cash used in operating activities amounted to RMB562.1 million,
RMB936.3 million, RMB593.6 million, RMB240.9 million and RMB155.5 million,
respectively, in 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024. Our net
losses and adjusted net losses (non-HKFRS measure), as well as the net operating cash
outflows during the Track Record Period, were primarily due to (i) the significant depreciation
of production equipment prior to the realization of economies of scale; (ii) the significant
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amount of R&D expenses recognized during the Track Record Period; and (iii) the increasing
selling and marketing expenses during the Track Record Period. The net losses incurred during
the Track Record Period reflect our strategic focus on growth, technological enhancement and
the expansion of our product portfolio, all of which pave the way for long-term profitability.
We plan to improve our profitability through (i) achieving sustained growth in revenue; (ii)
narrowing gross loss margin; (iii) improving operating efficiency; and (iv) improving cash flow
performance. While we expect to incur net loss, adjusted net losses (non-HKFRS measure) and
net operating cash outflows in 2024, with the growing economies of scale, rigorous cost control
measures and ongoing improvements in operating efficiency, we anticipate significant
improvements in margins that will underpin our long-term sustained profitability. For details,
see “Business — Sustainability.”

OUR STRENGTHS

We believe that the following strengths contribute to our market position, ensuring our
success and distinguishing us from our competitors:

• Driving innovation in the global power semiconductor industry;

• IDM model tailored to industry needs with high barriers;

• Established technology leadership;

• Industrial-scale commercialization; and

• Winning team with track record of value creation.

OUR STRATEGIES

GaN power semiconductors have gone through multiple development stages including the
early development period, the development period, the commercialization period and the boom
period, which started from 2023. We are dedicated to the innovation of the power
semiconductor industry and ecosystem with GaN products. We plan to implement the following
strategies:

• Enhancing global GaN ecosystem development and market penetration;

• Expanding GaN product portfolio and customer base;

• Further expanding production capacity;

• Continual R&D strengthening technological barriers; and

• Relentless implementation of global strategy.
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OUR BUSINESS MODEL

We have adopted an IDM model that provides in-house control over the entire process
from design and manufacturing to packaging, testing and sales of finished products. This
integrated model fosters coordination and synergy, ensuring the quality of our power
semiconductor products while providing stable production capacities, facilitating innovation
through iterative design and process improvements and supporting cost-effective scaling. By
maintaining control over every stage of the operation, the IDM model allows us to swiftly
identify and address application challenges, giving us a significant first-mover advantage over
competitors.

Unlike the fabless and foundry model where fabless companies rely on external foundries
for production and are often limited by the capabilities of their partners, and foundries rely on
fabless companies for design and lack control over the design process, the IDM model
integrates design and manufacturing, creating operational synergies. Companies adopting the
IDM model in our industry typically undergo a cyclical process of substantial capital and R&D
expenditures during the ramp-up phase, which may lead to short-term losses. However, the
long-term benefits of the IDM model in the GaN power semiconductor industry far outweigh
these initial costs. These advantages include enhanced synergy between design and
manufacturing, greater capacity and supply stability, cost benefits from large-scale production
and continual process and technological advancements. See “Industry Overview — Analysis Of
Global GaN Power Semiconductor Industry — Value Chain Of GaN Power Semiconductor
Industry And Business Model Comparison.” Given these advantages, the IDM model is
expected to become the dominant business model in the power semiconductor industry. By
choosing this model, we are positioning ourselves for sustainable growth and leadership in the
rapidly evolving GaN power semiconductor sector, ensuring we remain competitive and
profitable in the long term.

OUR PRODUCTS AND SOLUTIONS

We offer various types of GaN products across the entire industry value chain, including
GaN wafers, GaN discrete chips, GaN ICs and GaN modules, which showcases our capabilities
to provide tailored GaN solutions to our customers in various industries including consumer
electronics, renewable energy and industrial applications, automotive electronics and data
centers.

Our GaN Product Types

GaN Wafers

Wafers serve as the foundation for producing semiconductor electronics. Through the
wafer fabrication procedure, which is composed of many repeated sequential processes to build
up numerous layers of different materials in microscopic structures, dies are created on
finished wafers upon dicing. Depending on the size and type of dies, a finished wafer can
contain thousands of dies.
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We are the first in the world to achieve mass production of 8-inch GaN-on-Si wafers,
empowered by our strong in-house production capacity and collaborations with third-party
service providers for packaging, testing and assembly. As of June 30, 2024, our production
capacity reached 12,500 wafers per month. According to Frost & Sullivan, we held the largest
GaN power semiconductor production capacity worldwide. Our 8-inch GaN-on-Si wafers offer
more effective areas, excellent processing capabilities, enhanced production efficiency and
reduced costs, with die per wafer increased by 80% and single chip cost decreased by 30%, as
compared with that of conventional 6-inch wafers. We supply 8-inch GaN-on-Si wafers to cater
to specific customer requirements for chip selection and integrated design. These wafers are
delivered in un-diced and un-packaged form, providing customers with the flexibility of wafer
dicing and IC packaging based on their own product designs.

GaN Discrete Chips and GaN ICs

Discrete chips are individually packaged dies that provide basic functions to manage
power activation and deactivation processes and require integration with drive and protection
circuits for functionality. We design, develop and manufacture high-performance and reliable
GaN discrete chips for various applications across low-, medium- and high-voltage ranges in
different packaging options, and our product R&D covers 15V to 1,200V. Notably, we
developed the V-GaN series, our flagship line of bi-directional GaN chips that can conduct
electrical current in forward and reverse directions, which can be applied to a variety of
sectors, including consumer electronics and industrial applications. The V-GaN series,
featuring our proprietary patented technologies, is distinguished by its bi-directional
conductivity, allowing one V-GaN chip to replace two silicon metal oxide semiconductor field
effect transistors (“MOSFETs”) used for transferring electric current, facilitating space saving
while reducing heat generation.

GaN ICs integrate GaN dies with drive and protection circuits, offering a comprehensive
solution with high power density and compactness. We design, develop and manufacture
high-performance and reliable GaN ICs. Our GaN IC solutions streamline circuit complexity
while delivering low heat generation, exceptional driver efficiency, high precision and reduced
size, thereby enhancing overall system reliability.

GaN modules

GaN modules are produced by integrating GaN discrete chips, drive and protection
circuits and passive components such as inductors and capacitors and through the process of
surface mounting and molding. GaN modules serve as complete power conversion solutions,
converting the input power into one or more stable output voltages, providing users with
efficient and reliable power solutions.
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We are committed to providing one-stop, high-efficiency, high-frequency and high-
power-density integrated GaN solutions. In response to power supply design challenges and to
maximize the efficiency and capabilities of GaN discrete chips, we introduced a broad range
of GaN modules, including our GaN power supply modules for lithium-battery forming and
grading equipment. Our GaN modules can significantly boost power density and operational
efficiency.

Application Areas

Consumer Electronics

Our GaN products are widely used in consumer electronics, encompassing mobile phones,
laptops, e-bikes, e-scooters and small household appliances. Benefiting from its unique
characteristics such as high frequency, high efficiency, fast switching speed and low power loss
in operation (“on-resistance”) per unit area, GaN significantly enhances performance and
efficiency and reduces size of various consumer electronics products, delivering better and
more convenient experience to consumers.

Renewable Energy and Industrial Applications

Our GaN products offer advanced, efficient and cost-effective solutions for renewable
energy and industrial applications. They are applied in many renewable energy and industrial
applications, including lithium-ion battery formation and grading equipment, battery
management systems, LED lighting, photovoltaic and energy storage systems and motor
drivers and controls.

Automotive Electronics

In automotive electronics, our GaN products are mainly applied to 48V power systems
and LiDAR systems. In 2021, we received IATF 16949 automotive-grade certification. In the
LiDAR systems for autonomous vehicles, the high power and rapid response offered by GaN
products empower the vehicles to detect and identify nearby objects and obstacles
instantaneously. This boosts the vehicles’ reaction time, facilitating more efficient vehicle
safety monitoring and an improved autonomous driving experience.

Data Center

A data center is a specialized facility that contains computer systems, telecommunications
equipment and storage systems, crucial for an organization’s IT functions. Our GaN products
boost the efficiency and compactness of power devices used for power conversion in data
server and GPUs. Notably, our GaN discrete chips can reduce the size and increase the
efficiency of power conversion, leading to a more energy-efficient design. Power devices
adopting our GaN discrete chips not only meets the high-power demands of data centers but
also significantly enhances power conversion efficiency due to GaN’s low-conduction loss
characteristic. In addition, the high-frequency capabilities of GaN products allow for a
reduction in component size by eliminating or reducing the size of certain components. Such
reduction in size not only provides additional space for computing units on the motherboard but
also reduces costs for GPU chip manufacturers.
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The table below sets forth the breakdown of our revenue in both absolute amount and
percentage of our total revenue by product and service category for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

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

(unaudited)

GaN Discrete Chips and GaN ICs � � � � � � 27,769 40.7 86,138 63.3 192,066 32.4 57,293 18.6 138,443 35.9
GaN Wafers � � � � � � � � � � � � � � 39,412 57.8 50,036 36.7 208,666 35.2 91,653 29.7 138,928 36.0
GaN Modules(1) � � � � � � � � � � � � � – – – – 190,420 32.1 159,167 51.7 106,470 27.6
Others(2) � � � � � � � � � � � � � � � � 1,034 1.5 – – 1,565 0.3 – – 1,970 0.5

Total � � � � � � � � � � � � � � � � � 68,215 100.0 136,174 100.0 592,717 100.0 308,113 100 385,811 100

Notes:

(1) We were able to generate 32.1% of our total revenue from GaN modules immediately upon the launch of such
products in 2023, primarily due to our early engagement with potential customers prior to 2023 to explore
opportunities for GaN modules. The development process spanned from 2021 to 2022. We then commenced
production of GaN modules in November 2022 and delivered the GaN modules to the customers in 2023 for
installation in their battery production lines.

(2) Others primarily include non-recurring engineering (“NRE”) services we provide to customers in the broader
semiconductor and electronics industries. Such services are on a one-off basis, and revenue is recognized when
customers accept our services. Depending on the customer needs, our NRE services may include (i) customized
R&D and (ii) testing to verify if the application of the Company’s GaN devices meets customer requirements.

See “Business — Our Products and Solutions.”

RESEARCH AND DEVELOPMENT

We are committed to innovation and focus on the R&D of our technology platform and
products. Our technology platform undergoes continual iterations and refinement. In general,
every new generation of our technology platform leads to improvement of product performance
and reduction of production costs each by 30%. Specifically, the iteration of our technology
platform drives improvement in critical performance metrics of our products, including
on-resistance per unit area, saturation current, dynamic resistance, figures of merit, which are
composite metrics used to evaluate the overall performance and efficiency of semiconductor
devices, heat dissipation and power efficiency.

The iteration of our technology platform enables us to improve product reliability and
manage cost effectively, as well as to expand the product portfolio and diversify application
areas. Leveraging our technology platform, we expanded our portfolio of GaN products to
encompass a wide voltage spectrum, continuing to innovate in the development of 900-1,200V
high-voltage products and 15-30V low-voltage products. In addition, our products now have
advanced from consumer grade to industrial grade and are progressing towards automotive
grade, covering a broader range of application areas with higher quality standards.
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PRODUCTION

We adopt an IDM integrated vertical operation model that spans chip design, device
structuring, wafer manufacturing, packaging and reliability testing. This integrated approach
enables us to exert effective control over the entire production process. By applying our core
technologies at each stage of manufacturing and processing, we are able to perform prompt
optimization and enhancement across all technical aspects. As a result, our production model
facilitates high yield rates of our GaN products.

As of the Latest Practicable Date, we had two production bases, namely, the Suzhou
production base and the Zhuhai production base. Set forth below are the production capacity,
production volume and utilization rates of our production bases for the periods indicated.
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SALES AND MARKETING

During the Track Record Period, our products were primarily sold in the PRC. As we
started to expand overseas, our revenue from sales to customers outside mainland of the PRC
amounted to RMB58.0 million and RMB40.4 million in 2023 and the six months ended June
30, 2024, respectively, accounting for 9.8% and 10.5% of our total revenue for the respective
periods.

The table below sets forth the breakdown of our revenue by geographic region, based on
the locations of our customers, for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

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

(unaudited)

Mainland China � � 68,034 99.7 130,028 95.5 534,764 90.2 299,019 97.0 345,454 89.5
South Korea � � � � – – 4,638 3.4 8,360 1.4 4,080 1.3 27,603 7.2
Europe � � � � � � � 145 0.2 122 0.1 19,251 3.2 2,106 0.7 2,504 0.6
United States � � � – – 152 0.1 3,067 0.5 255 0.1 5,639 1.5
Hong Kong, China � – – 10 0.0 514 0.1 513 0.2 4,010 1.0
Taiwan, China � � � 36 0.1 1,200 0.9 26,434 4.5 2,014 0.7 452 0.1
Japan � � � � � � � – – 34 0.0 327 0.1 126 0.0 150 0.0

Total � � � � � � � � 68,215 100.0 136,174 100.0 592,717 100.0 308,113 100.0 385,811 100.0

We have an experienced and highly trained sales and marketing team, consisting of 65
personnel as of June 30, 2024, who proactively identify market opportunities and design sales
strategies. Our products are sold through both direct sales and distribution. The table below
sets out a breakdown of our revenue in both absolute amount and percentage of our total
revenue by sales channel for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

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

(unaudited)

Direct sales � � � � � � � � � � � � 43,900 64.4 50,511 37.1 416,601 70.3 246,960 80.2 257,675 66.8
Distribution � � � � � � � � � � � � 24,315 35.6 85,663 62.9 176,116 29.7 61,153 19.8 128,136 33.2

Total � � � � � � � � � � � � � � � 68,215 100.0 136,174 100.0 592,717 100.0 308,113 100.0 385,811 100.0
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We price our products by considering a variety of factors, including: (i) the costs of
relevant products, which encompass production, R&D expenses and operational costs, and may
vary depending on the type of products (ii) customer demand, and (iii) the competitive
landscape, which takes into account our strengths and weaknesses relative to our competitors,
their pricing strategies and our customers’ cost sensitivity. Once we set the base prices
according to these factors, we adjust the pricing on a case-by-case basis in consideration of
specific requirements of our customers. We adopt a volume-based pricing structure to
encourage customers to order more units at once, and thereby increase our sales volume and
potentially dilute production costs. This also incentivizes customers to form long-term
partnerships with us, thereby resulting in more stable revenue streams.

See “Business — Sales and Marketing.”

CUSTOMERS

We collaborate with a broad base of reputable domestic and international customers
across various applications, including consumer electronics, renewable energy and industrial
applications, automotive electronics and data centers. Our customers comprise leading
providers of semiconductor manufacturing services, high-tech companies specializing in
renewable energy technology as well as Tier-1 suppliers of automotive OEMs. We have
achieved breakthroughs in multiple subfields of GaN applications, positioning us as one of the
leading Chinese GaN semiconductor chip company with supply collaborations with major
companies worldwide, according to Frost & Sullivan. During the Track Record Period, we
provided our GaN products to approximately 140 customers in China and overseas, primarily
including Asia and Europe.

Revenue generated from each of our largest customer for the years ended December 31,
2021, 2022, 2023 and the six months ended June 30, 2024 accounted for 32.7%, 10.2%, 32.1%
and 27.1% of our total revenue for the respective periods. Revenue generated from our five
largest customers in each period during the Track Record Period accounted for 63.5%, 39.7%,
56.3% and 49.1% of our total revenue for the respective periods.

See “Business — Sales and Marketing — Customers.”

PROCUREMENT AND SUPPLY CHAIN MANAGEMENT

We procure from suppliers a variety of materials necessary for the manufacturing of our
GaN products, including monocrystalline silicon substrates, photoresists, cleaning fluids,
sputtering targets and special gases. In order to maintain the stability of our supply chain, we
started to procure more raw materials from domestic suppliers due to their cost-effectiveness.

We typically engage experienced and reputable suppliers to ensure the quality of our
products. Factors that may affect our selection mainly include technological expertise,
infrastructure and equipment, product quality, qualifications and credentials, reputation and
price. We require our raw material suppliers to obtain ISO9001 certifications in relation to
quality management systems. Additionally, in our commitment to meet the IATF16949
standards for automotive-grade quality and safety management system, we consistently oversee
the advancement of our suppliers’ quality management systems.
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Purchases from each of our largest supplier for the years ended December 31, 2021, 2022,
2023 and the six months ended June 30, 2024 accounted for 17.2%, 12.3%, 21.5% and 12.3%,
of our total purchase amount for the respective periods. Purchases from our five largest
suppliers in each period during the Track Record Period accounted for 46.4%, 38.8%, 55.6%
and 45.6%, of our total purchases for the respective periods.

See “Business — Procurement and Supply Chain Management.”

COMPETITIVE LANDSCAPE

The power semiconductor industry in which we operate is highly competitive and
characterized by rapid technological evolvement, fast changes in customer demands and
preferences, frequent introduction of new products and services and constant emergence of new
industry standards and practices. In addition, according to Frost & Sullivan, the global power
semiconductor industry is marked by a high level of concentration, with the top ten companies
holding a combined market share of 66.9%.

We offer a broad range of GaN solutions including wafers, discrete chips, ICs and
modules. Leveraging our comprehensive expertise in GaN technologies, we design, develop
and manufacture high-performance and reliable GaN discrete chips for various applications
across low-, medium- and high-voltage ranges in different packaging options, and our product
R&D covers 15V to 1,200V. We compete with both solution providers of GaN power
semiconductors and market participants offering solutions based on alternative semiconductor
materials. The competition with fabless companies challenges our capital investment and
technological prowess while simultaneously accentuating our strengths as an IDM, such as
design and manufacturing integration, assured production capacity and supply chain stability,
economies of scale in production costs and consistent enhancement of processes and
technologies. Meanwhile, driven by the growing demand for high-energy efficiency materials,
lower solution costs and supportive policies, GaN materials are poised for a surge in
downstream applications.

We ranked first among all GaN power semiconductor companies globally in 2023 in terms
of revenue, with a market share of 33.7%. See “Industry Overview.” Leveraging the IDM
model that offers coordination and synergy, our advanced technologies and industrial-scale
commercialization capabilities, we believe we are well prepared to excel in industry
competition and remain at the forefront of the GaN power semiconductor industry. However,
we operate in a highly competitive industry. Failure to compete effectively could adversely
affect our market share, growth and profitability. See “Risk Factors — The power
semiconductor industry is highly competitive. If we are not able to compete successfully, our
business, results of operations and future prospects will be harmed.”

See “Industry Overview.”
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SUMMARY OF HISTORICAL AND FINANCIAL INFORMATION

The tables below present our summary consolidated financial data derived from our
consolidated statements of profit or loss and other comprehensive income and consolidated
cash flow statements for the years ended December 31, 2021, 2022, 2023 and the six months
ended June 30, 2023 and 2024 and our consolidated statements of financial position as of
December 31, 2021, 2022, 2023 and June 30, 2024 included in the Accountants’ Report in
Appendix I to this prospectus. The following data and discussion should be read in conjunction
with our consolidated financial statements and related notes and the section headed “Financial
Information.”

Key Items of the Consolidated Statements of Profit or Loss and Other Comprehensive
Income

The following table sets forth a summary of our consolidated statements of profit or loss
and other comprehensive income for the periods indicated.

Year Ended December 31,
Six months

ended June 30,

2021 2022 2023 2023 2024

(RMB in thousands)
(unaudited)

Revenue � � � � � � � � � � � � � � 68,215 136,174 592,717 308,113 385,811
Cost of sales � � � � � � � � � � (249,749) (530,280) (954,785) (542,755) (469,051)

Gross loss � � � � � � � � � � � � (181,534) (394,106) (362,068) (234,642) (83,240)
Other net income � � � � � � � 43,557 67,961 64,962 19,408 37,648
Selling and marketing

expenses � � � � � � � � � � � � (28,434) (69,317) (90,097) (44,843) (50,650)
Administrative expenses � � (179,097) (199,231) (247,068) (88,923) (202,015)
R&D expenses � � � � � � � � � (661,699) (581,092) (348,749) (167,884) (145,453)

Loss from operations � � � (1,007,207) (1,175,785) (983,020) (516,884) (443,710)
Changes in the carrying

amount of liabilities
recognized for financial
instruments issued to
investors � � � � � � � � � � � � (2,298,862) (897,996) – – –

Other finance costs � � � � � (93,273) (131,628) (118,912) (62,812) (44,124)

Finance costs � � � � � � � � � � (2,392,135) (1,029,624) (118,912) (62,812) (44,124)

Loss before taxation � � � � � (3,399,342) (2,205,409) (1,101,932) (579,696) (487,834)
Income tax � � � � � � � � � � � – (67) (14) – (169)

Loss for the year/period � (3,399,342) (2,205,476) (1,101,946) (579,696) (488,003)

SUMMARY

– 13 –



Year Ended December 31,
Six months

ended June 30,

2021 2022 2023 2023 2024

(RMB in thousands)
(unaudited)

Other comprehensive
income for the
year/period � � � � � � � � � � (436) 4,195 (609) (91) (1,181)

Total comprehensive
income for the
year/period � � � � � � � � � � (3,399,778) (2,201,281) (1,102,555) (579,787) (489,184)

Non-HKFRS Measure

To supplement our consolidated financial statements, which are presented in accordance
with HKFRS, we also use adjusted net loss (non-HKFRS measure) as an additional financial
measure, which is not required by, or presented in accordance with HKFRS. We believe this
non-HKFRS measure facilitates comparisons of operating performance from year to year by
eliminating potential impacts of items.

We believe that this measure provides useful information to investors and others in
understanding and evaluating our consolidated results of operations in the same manner as it
helps our management. However, our presentation of adjusted net loss (non-HKFRS measure)
may not be comparable to similarly titled measures presented by other companies. The use of
this non-HKFRS measure has limitations as an analytical tool, and you should not consider it
in isolation from, or as a substitute for an analysis of, our results of operations or financial
condition as reported under HKFRS. In addition, the non-HKFRS measure may be defined
differently from similar terms used by other companies.
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We define adjusted net loss (non-HKFRS measure) as loss for the year/period adjusted by
adding back (i) changes in the carrying amount of liabilities recognized for financial
instruments issued to investors, (ii) equity-settled share-based payment expenses and (iii)
listing expenses, which relate to the Global Offering. The adjustments were consistently made
during the Track Record Period. The following table sets forth the reconciliations of our
adjusted net loss (non-HKFRS measure) for the years ended December 31, 2021, 2022, 2023
and the six months ended June 30, 2023 and 2024 to the nearest measure prepared in
accordance with HKFRS:

Year Ended December 31,
Six months

ended June 30,

2021 2022 2023 2023 2024

(RMB in thousands)
(unaudited)

Reconciliation of loss for
the year to adjusted
loss for the year
(non-HKFRS
measure):

Loss for the year � � � � � � � (3,399,342) (2,205,476) (1,101,946) (579,696) (488,003)

Add:
– Changes in the carrying

amount of liabilities
recognized for financial
instruments issued to
investors(1) � � � � � � � � � � 2,298,862 897,996 – – –

– Equity-settled share-
based payment
expenses(2) � � � � � � � � � � 19,716 30,596 86,363 30,722 88,103

– Listing expenses � � � � � � – – – – 22,159

Adjusted net loss (non-
HKFRS measure) � � � � (1,080,764) (1,276,884) (1,015,583) (548,974) (377,831)

Notes:

(1) Changes in the carrying amount of liabilities recognized for financial instruments issued to investors
represent the fair value changes of the redemption rights granted by us, which were reclassified to equity
after the termination of the investors’ redemption rights in September 2022.

(2) Equity-settled share-based payment expenses is non-cash in nature and mainly represents the
arrangement that we receive services from employees as consideration for our equity instruments.
Equity-settled share-based payment expenses is not expected to result in future cash payments.
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We have experienced strong revenue growth during the Track Record Period. We
primarily derived revenue from sales of GaN discrete chips and GaN ICs, GaN wafers and GaN
modules. Our revenue increased from RMB68.2 million in 2021 to RMB136.2 million in 2022,
and to RMB592.7 million in 2023, and from RMB308.1 million in the six months ended June
30, 2023 to RMB385.8 million in the six months ended June 30, 2024, with the expansion of
our production capacity and product offerings, as well as the maturity of our core technologies.
The increase in our revenue well-represents our growing market position, the expansion of our
customers across various downstream applications and the increase in sales to our existing
customers. We had loss for the period of RMB3,399.3 million, RMB2,205.5 million,
RMB1,101.9 million, RMB579.7 million and RMB488.0 million in 2021, 2022, 2023 and the
six months ended June 30, 2023 and 2024, respectively, primarily due to (i) the significant
depreciation of production equipment prior to the realization of economies of scale; (ii) the
significant amount of R&D expenses recognized during the Track Record Period; and (iii) the
increasing selling and marketing expenses during the Track Record Period. The losses incurred
during the Track Record Period reflect our strategic focus on growth, technological
enhancement and the expansion of our product portfolio, all of which pave the way for
long-term profitability. See “Business — Business Sustainability.” Nevertheless, we expect to
incur net loss in 2024.

Selected Items from the Consolidated Statements of Financial Position

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

As of December 31,
As of

June 30,

2021 2022 2023 2024

(RMB in thousands)

Total current assets � � � � � � � � 2,603,353 1,927,496 1,111,681 1,582,642
Total non-current assets � � � � � 4,018,411 3,767,580 3,479,723 3,273,054

Total assets � � � � � � � � � � � � � � 6,621,764 5,695,076 4,591,404 4,855,696

Total current liabilities � � � � � (1,565,519) (1,011,347) (926,389) (967,588)
Total non-current liabilities � � (9,181,617) (1,723,614) (1,701,092) (1,684,589)

Total liabilities � � � � � � � � � � � (10,747,136) (2,734,961) (2,627,481) (2,652,177)

Net current assets � � � � � � � � � 1,037,834 916,149 185,292 615,054

Total (deficit)/equity � � � � � � (4,125,372) 2,960,115 1,963,923 2,203,519
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Our net current assets increased to RMB615.1 million as of June 30, 2024 from
RMB185.3 million as of December 31, 2023, primarily due to (i) an increase in financial assets
at fair value through other comprehensive income of RMB201.5 million, (ii) an increase of
RMB130.7 million in cash and cash equivalents, and (iii) an increase of RMB50.5 million in
trade and other receivables, partially offset by an increase of RMB33.0 million in loans and
borrowings.

Our net current assets decreased to RMB185.3 million as of December 31, 2023, from
RMB916.1 million as of December 31, 2022, primarily due to (i) a decrease of RMB638.8
million in FVPL and (ii) a decrease of RMB381.9 million in cash and cash equivalents,
partially offset by (i) a decrease of RMB155.6 million in trade and other payables, (ii) an
increase of RMB186.6 million in trade and other receivables.

Our net current assets decreased from RMB1,037.8 million as of December 31, 2021 to
RMB916.1 million as of December 31, 2022, primarily due to (i) a decrease of RMB567.9
million in cash and cash equivalents and (ii) a decrease of RMB341.4 million in FVPL,
partially offset by (i) an increase of RMB300.1 million in inventories, (ii) a decrease of
RMB283.6 million in loans and borrowings, and (iii) a decrease of RMB272.3 million in trade
and other payables.

We recorded total deficit of RMB4,125.4 million as of December 31, 2021. As of
December 31, 2022, we had total equity of RMB2,960.1 million, primarily attributable to an
increase in capital reserve of RMB9,256.2 million from termination of financial instruments
issued to investors, offset by a loss for the year of 2022 of RMB2,205.5 million. Our total
equity then decreased to RMB1,963.9 million as of December 31, 2023, primarily due to a loss
for the year of 2023 of RMB1,101.9 million, offset by (i) an increase in capital reserve of
RMB86.4 million from equity-settled share-based transactions and (ii) capital injection from
shareholders of RMB20.0 million. As of June 30, 2024, our total equity increased to
RMB2,203.5 million, primarily attributable to (i) capital injection from shareholders of
RMB640.7 million and (ii) an increase of RMB88.1 million in capital reserve from
equity-settled share-based transactions, offset by loss for the six months ended June 30, 2024
of RMB488.0 million. Please see the Consolidated Statements of Changes in Equity to the
Accountants’ Report included in Appendix I to this prospectus.
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Summary of the Consolidated Statements of Cash Flow

Year Ended December 31, Six Months ended June 30,

2021 2022 2023 2023 2024

(RMB in thousands)
(Unaudited)

Net cash used in operating
activities� � � � � � � � � � � (562,138) (936,296) (593,612) (240,935) (155,523)

Net cash (used in)/generated
from investing activities � � (2,114,949) (93,795) 338,196 332,114 (308,565)

Net cash generated
from/(used in) financing
activities� � � � � � � � � � � 3,824,855 460,158 (126,797) (9,109) 594,773

Net increase/(decrease) in
cash and cash
equivalents � � � � � � � � � 1,147,768 (569,933) (382,213) 82,070 130,685

Effect of foreign exchange
rate changes� � � � � � � � � (567) 2,073 350 (692) 41

Cash and cash equivalents at
the beginning of the
period � � � � � � � � � � � � 131,500 1,278,701 710,841 710,841 328,978

Cash and cash equivalents at
the end of the period � � � 1,278,701 710,841 328,978 792,219 459,704

We had net cash outflows from operating activities during the Track Record Period. In the
six months ended June 30, 2024, our net cash used in operating activities was RMB155.5
million. Our net cash used in operating activities is calculated by adjusting our loss before
taxation of RMB487.8 million by non-cash and other items to arrive at an operating loss before
changes in working capital of RMB57.4 million. Our movements in working capital primarily
reflect (i) an increase in inventories of RMB69.4 million, (ii) an increase in trade and other
receivables of RMB46.0 million, partially offset by and increase in trade and other payables
of RMB21.0 million.

In 2023, our net cash used in operating activities was RMB593.6 million. Our net cash
used in operating activities is calculated by adjusting our loss before taxation of RMB1,101.9
million by non-cash and other items to arrive at an operating loss before changes in working
capital of RMB377.5 million. Our movements in working capital primarily reflect (i) an
increase in trade and other receivables of RMB189.0 million, (ii) a decrease in trade and other
payables of RMB80.6 million and (iii) a increase in inventories of RMB32.8 million, partially
offset by an increase in deferred income of RMB69.7 million.
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In 2022, our net cash used in operating activities was RMB936.3 million. Our net cash
used in operating activities is calculated by adjusting our loss before taxation of RMB2,205.4
million by non-cash and other items to arrive at an operating loss before changes in working
capital of RMB638.2 million. Our movements in working capital primarily reflect (i) an
increase in inventories of RMB364.4 million and (ii) an increase in pledged bank deposits of
RMB7.8 million, partially offset by (i) an decrease in trade and other receivables of RMB65.1
million and (ii) an increase in trade and other payables of RMB5.1 million.

In 2021, our net cash used in operating activities was RMB562.1 million. Our net cash
used in operating activities is calculated by adjusting our loss before taxation of RMB3,399.3
million by non-cash and other items to arrive at an operating loss before changes in working
capital of RMB665.6 million. Our movements in working capital primarily reflect (i) an
increase in trade and other payables of RMB200.0 million, and (ii) a decrease in trade and other
receivables of RMB43.7 million partially offset by (i) an increase in inventories of RMB116.1
million, and (ii) a decrease in deferred income of RMB43.6 million.

We expect to incur net operating cash outflows in 2024. See “Risk factors — Risks
Relating to Our Industry and Business — We have incurred loss for the period and negative
cash flow from operations in the past, and we may continue to incur loss for the period and
negative cash flow from operations in the near future” and “Financial Information — Liquidity
and Capital Resources.”

BUSINESS SUSTAINABILITY

Since our inception in 2017, we have been dedicated to building our mass production
capabilities and the investment in the R&D of our core technology as a foundation to capture
the opportunities in the booming GaN power semiconductor industry. We commenced mass
production in April 2022. As a result, from 2021 to 2023, we started to benefit from economies
of scale and experienced a vast increase in revenue with the expansion of our production
capacity and product offerings, as well as the maturity of our core technologies. Our revenue
increased from RMB68.2 million in 2021 to RMB592.7 million in 2023, with a CAGR of
194.8%. Our revenue increased from RMB308.1 million in the six months ended June 30, 2023
to RMB385.8 million in the six months ended June 30, 2024. The increase in our revenue
well-represents our growing market position, the expansion of our customers across various
downstream applications and the increase in sales to our existing customers.

Notwithstanding the above significant increase in our revenue, we incurred loss for the
year of RMB3,399.3 million, RMB2,205.5 million and RMB1,101.9 million in 2021, 2022,
2023 and loss for the period of RMB579.7 million and RMB488.0 million in the six months
ended June 30, 2023 and 2024, respectively. In the semiconductor industry, companies that
adopt the IDM model typically experience a common industry cycle, which involves incurring
significant upfront capital expenditures and R&D expenses, along with their increase in
production capacities. Additionally, these companies undergo a design-in and design-win
process, which refers to the process where customers engage suppliers early in the product
design phase to propose and refine designs that align with customer needs and market trends
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(“design-in”) and subsequently confirmation from customers adopting the product design
(“design-win”), prior to achieving economies of scale. Consequently, they inevitably face
certain amount of upfront losses. Specifically, our operational losses during the Track Record
Period were primarily due to (i) the significant depreciation of production equipment prior to
the realization of economies of scale; (ii) the significant amount of R&D expenses recognized
during the Track Record Period; and (iii) the increasing selling and marketing expenses during
the Track Record Period.

We expect to improve our financial performance and achieve profitability in the near
future through continual revenue growth, growing economies of scale and improving operating
efficiency.

• Achieving sustained growth in revenue: we seek to drive continual overall revenue
growth through the following measures: (i) increasing the penetration rate of GaN
power semiconductors among the various downstream applications while
reinforcing our robust positioning in the consumer electronics market,
(ii) continually enhancing our technologies to develop a broader array of products
in terms of type, including GaN discrete chips and ICs, wafers and modules, and
(iii) enhancing our marketing activities and marketing efficiency.

• Narrowed gross loss margin: as our business and revenue grow, we expect to benefit
from growing economies of scale, thereby leading to significant improvements in
gross profit and gross margin. With the increase in product shipment and the
growing economies of scale, depreciation, which is an important contribution of our
cost of sales as a fixed cost, is expected to be greatly diluted in terms of cost per
product shipped. We also expect our running costs, primarily comprising packaging
and testing, material and utilities, each as a percentage of revenue continues to be
further optimized. Therefore, we expect our gross margin to improve significantly
and realize positive gross profit in the near future.

• Improving operating efficiency: in terms of operating expenses, we intend to
efficiently manage our expenses as a percentage of our total revenues and expect
margin improvements from economies of scale and enhanced operating efficiency.

• Improving cash flow performance: our net cash used in operating activities
experienced significant improvements, decreasing from RMB936.3 million in 2022
to RMB593.6 million in 2023 and from RMB240.9 million in the six months ended
June 30, 2023 to RMB155.5 million in the six months ended June 30, 2024. With our
expanding business scale, growing economies of scale, improving operating
efficiency and more effective management of our working capital, we expect a
further improvement in our operating cash flow, leading to net operating cash inflow
in the near future.
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SELECTED FINANCIAL RATIOS

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

Year ended December 31,
Six months

ended June 30,

2021 2022 2023 2023 2024

(Unaudited)

Revenue growth(1) � � – 99.7% 335.3% – 25.2%
Gross margin(2) � � � � � (266.1)% (289.4)% (61.0)% (76.2)% (21.6)%
Adjusted net loss

margin
(non-HKFRS
measure)(3) � � � � � � � (1,584.3)% (937.7)% (171.3)% (178.2)% (97.9)%

As of December 31,
As of

June 30,

2021 2022 2023 2024

Current ratio (times)(4) � � � � � 1.7 1.9 1.2 1.6
Quick ratio (times)(5) � � � � � � � 1.6 1.5 0.8 1.2
Net gearing ratio(6) � � � � � � � � – 45.9% 87.9% 72.7%

Notes:

(1) Revenue growth is calculated as the period-on-period growth rate of revenue.

(2) The calculation of gross margin is based on gross loss for the period divided by revenue and multiplied
by 100%. See “Description of Key Components of Our Results of Operations — Gross Loss and Gross
Margin.”

(3) Adjusted net loss margin (non-HKFRS measure) is calculated based on adjusted net loss (non-HKFRS
measure) divided by revenue and multiplied by 100%. See “— Non-HKFRS Measures” for a
reconciliation from our loss for the year/period to adjusted net loss (non-HKFRS measure).

(4) Current ratio is calculated as current assets divided by current liabilities as of the relevant period end.

(5) Quick ratio is calculated as current assets less inventories divided by current liabilities as of the relevant
period end.

(6) Net gearing ratio is calculated as total borrowings less cash and cash equivalents divided by the total
deficit/equity as of the end of the respective period and multiplied by 100%.
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RISK FACTORS

Our business and the Global Offering involve certain risks as set out in “Risk Factors” in
this prospectus. You should read that section in its entirety carefully before you decide to invest
in our Shares. We believe the most significant risks we face include but are not limited to the
following:

• Our historical results may not be indicative of our future performance, and we may
not be successful in expanding our operations or managing our growth;

• Our business depends on our ability to protect our intellectual property rights, and
we may be subject to intellectual property infringement and other claims by third
parties in the PRC or other jurisdictions, which, if successful, could cause us to pay
significant damages and incur other costs;

• We are subject to risks relating to litigations and disputes with employees,
competitors, business partners or other parties, which could adversely affect our
business, financial condition, results of operations and prospects;

• Our business, financial condition and results of operations may be materially and
adversely affected by international policies and international export controls and
economic sanctions; and

• If we fail to develop new products that address customer preferences and achieve
market acceptance in a timely and cost-effective manner, our results of operations
could be adversely affected.

See “Risk Factors.”

THE CONTROLLING SHAREHOLDERS GROUP

As of the date of this prospectus, Dr. Luo is directly interested in approximately 5.90%
of the total issued share capital of our Company and indirectly interested in approximately
23.10% of our total issued share capital, including (i) through being the controller of Inno
Holding, which holds approximately 10.31% of our Company, (ii) being the ultimate general
partner of Innocore, which holds approximately 3.95% of our Company, (iii) through being the
controller of Inno HK, which holds approximately 3.37% of our Company, (iv) through being
the ultimate general partner of Inno Youpeng, which holds 4.19% of our Company, and (v)
through being the general partner of Xinsheng Dapeng, which holds 1.28% of our Company.

Mr. Son agreed, among others, to have acted and will continue to act pursuant to Dr. Luo’s
direction for all actions in relation to the voting rights attached to the shares of our Company
and Inno Holding, in which he was or has been interested directly or indirectly pursuant to a
written voting rights arrangement entered into between Dr. Luo and Mr. Son on October 15,
2021. Further, pursuant to the voting rights proxy agreement (the “Voting Rights Proxy
Agreement”) entered into between Dr. Luo and Mr. Son on November 24, 2024, Mr. Son
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confirmed that he has appointed and will appoint Dr. Luo as his true and lawful proxy to vote
all shares of our Company and Inno Holding that Mr. Son has been and will be interested at
any and all meetings of shareholders of our Company and Inno Holding (as the case may be),
and on any and all actions taken by written consent of shareholders of our Company and Inno
Holding (as the case may be). Prior to the Voting Rights Proxy Agreement, Mr. Son has acted
pursuant to Dr. Luo’s direction for all actions in relation to the voting rights attached to the
shares of our Company and Inno Holding, in which he was or has been interested directly or
indirectly. As such, as of the date of this prospectus, Dr. Luo is also deemed to be interested
in 5.47% of the total issued share capital of our Company, which is held by Mr. Son.

As a result, Dr. Luo, Inno Holding, Innocore, Inno HK, Inno Youpeng and Xinsheng
Dapeng are a group of controlling shareholders of the Company, which directly and indirectly
control approximately 34.48% and 32.70% of the total issued share capital of our Company as
of the date of this prospectus and immediately following the completion of the Global Offering
(assuming the Offer Size Adjustment Option and the Over-allotment Option are not exercised),
respectively. See the section headed “History, Development and Corporate Structure — The
Controlling Shareholders Group” and “Relationship with the Controlling Shareholders Group.”

PRE-IPO INVESTMENTS

We have conducted several rounds of Pre-IPO Investments. See “History, Development
and Corporate Structure — Pre-IPO Investments.”

CONTINUING CONNECTED TRANSACTIONS

We have entered into and are expected to continue with certain transactions after the
completion of the Global Offering which will constitute our non-exempt continuing connected
transactions under Chapter 14A of Listing Rules upon Listing. See “Connected Transactions”
and “Waivers from Strict Compliance with the Listing Rules — Waiver in Respect of
Non-Exempt Continuing Connected Transactions” for further details.

USE OF PROCEEDS

Assuming an Offer Price of HK$32.26 per H Share (being the mid-point of the Offer Price
range), we estimate that we will receive net proceeds of approximately HK$1,363.7 million
from the Global Offering after deducting the underwriting commissions and other estimated
expenses in connection with the Global Offering and assuming that the Over-allotment Option
is not exercised. In line with our strategies, we intend to use our proceeds from the Global
Offering for the purposes and in the amounts set forth below:

• Approximately 60.0% of the net proceeds, or HK$818.3 million, will be used as one
of the sources to expand our production capacity of the 8-inch GaN wafer from
12,500 wafers per month as of June 30, 2024 to 70,000 wafers per month over the
next five years, purchase and upgrade equipment and machinery for production and
recruit manufacturing personnel;
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• Approximately 20.0% of the net proceeds, or HK$272.8 million, will be used for
R&D and expansion of our product portfolio to increase the penetration rate of GaN
products in end markets, such as consumer electronics, renewable energy and
industrial applications, automotive electronics and data center;

• Approximately 10.0% of the net proceeds, or HK$136.4 million, will be used for
expanding the global distribution network of our GaN products;

• Approximately 10.0% of the net proceeds, or HK$136.4 million, will be used for
working capital and other general corporate purposes.

See “Future Plans and Use of Proceeds.”

LEGAL PROCEEDINGS AND COMPLIANCE

In the course of general business operations, we may be involved in contract disputes,
litigation or other legal procedures, including claims of alleged infringement of intellectual
property rights and share transfer disputes. During the Track Record Period and up to the Latest
Practicable Date, we were subject to several litigation matters against us, including (i)
litigation from two competitors concerning potential intellectual property infringement by
certain of our products, including (a) EPC cases, including the EPC ITC case and the EPC
California case; and (b) Infineon cases, including the Infineon California case, Infineon ITC
case and Infineon Germany case (together, the “IP Legal Proceedings”); and (ii) litigation
against us, Dr. Luo, Dr. Wu Jingang (“Dr. Wu”), our executive Director and chief executive
officer and Mr. Zhong Shan (“Mr. Zhong”), our executive Director and chief financial officer,
the summary of which are set forth below. Such proceedings or claims, regardless of merit, may
prevent, limit, or interfere with our production, use, development, sales, or marketing, and
could therefore disturb our daily operations and distract our management.

EPC Cases

EPC ITC Case. In May 2023, Efficient Power Conversion Corporation (“EPC”) initially
alleged infringement of four patents, at the United States International Trade Commission
(“ITC”). These patents are related to certain GaN HEMT devices and methods of making the
same. During the ITC investigation, EPC withdrew the claims on two patents, but continued
to assert claims on the other two patents. On November 7, 2024, the ITC issued its final
determination (the “Final Determination”). Pursuant to which, we obtained a favorable ruling
as to the ’508 patent. As to the ’294 patent, the Final Determination found that (i) one claim
is invalid, so there is no violation by us with respect thereto; and (ii) there was violation by
us with respect to the other two claims. Based on the Final Determination regarding the ’294
patent, the ITC has issued a limited exclusion order and cease-and-desist orders (together, the
“Remedial Orders”). However, as we disagree with the ITC’s Final Determination regarding
the two claims of the ’294 patent where violations were found, we plan to appeal to the U.S.
Court of Appeals for the Federal Circuit by March 7, 2025. Meanwhile, we have filed petitions
for inter partes review (“IPRs”) with the United States Patent and Trademark Office
(“USPTO”) to challenge the validity of all four of the originally asserted patents by EPC. The
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IPRs have been instituted by the USPTO. As advised by our IP litigation counsel, if we secure
final determinations from the USPTO in the IPR proceedings that invalidate the ’294 patent,
the ITC could stay the Remedial Orders, even if issued. For the reasons detailed in “Business
— Legal Proceedings and Compliance — Legal Proceedings — EPC Cases — EPC ITC Case,”
our Directors are of view that the ITC’s Final Determination does not have any material
adverse impact on our business, financial condition and results of operations.

EPC California Case. In May 2023, EPC asserted the same four patents as those initially
asserted in the ITC case in the U.S. District Court for the Central District of California. As of
the Latest Practicable Date, the California case was stayed pending the resolution of the EPC
ITC case (which includes exhaustion of all appeals). Once the ITC case concludes, both parties
are required to notify the district court, and the district court can lift the stay. Upon reactivation
of the case, we will vigorously defend our non-infringement and invalidity positions. As
advised by our IP litigation counsel, the ITC’s Final Determination should have no impact on
the EPC California case, on the grounds that (i) the California court is not bound by the ITC’s
decision and will make its own independent finding. Should the USPTO invalid the ’294 patent
in response to the Company’s IPR filings by March 2025, the ITC may stay its Remedial
Orders, effectively removing EPC’s valid patent basis for pursuing the California case; (ii) we
have cited prior art that discloses the claim term “compensated GaN layer” in the ’294 patent
under the Office of Unfair Import Investigations’ (“OUII”) construction, which would render
the patent invalid due to obviousness; and (iii) our products do not include the “compensated
GaN layer” under OUII’s construction, supporting our position of non-infringement.

Infineon Cases

Infineon California Case. In March 2024, Infineon Technologies Austria AG
(“Infineon”) filed a complaint with the U.S. District Court for the Northern District of
California alleging certain of our packaged GaN transistors infringe a single U.S. patent,
namely, Patent No. 9,899,481 (the “’481 patent”). On July 23, 2024, Infineon filed an amended
complaint, adding three additional patents to the case, namely, U.S. Patent Nos. 8,686,562 (the
“’562 patent”), 9,070,755 (the “’755 patent”), and 8,264,003 (the “’003 patent”). We firmly
deny each of Infineon’s allegations of patent infringement. On August 30, 2024, the presiding
district court judge issued an order staying all proceedings in the Infineon California case, due
to the pending Infineon ITC case (see below). Before the stay, no substantial activities had yet
occurred in the Infineon California case. Our IP litigation counsel is of the view that we are
more likely than not to prevail in this case because (i) it is hard for Infineon to meet all the
requirements to establish a violation of the relevant U.S statute or that it is entitled to any
relief; and (ii) we have solid grounds to prove the invalidity of the asserted patents as
illustrated below in the Infineon ITC case. In addition, our IP litigation counsel is of the view
that our potential exposure to economic outflow due to any injunction or damages award in this
case is likely remote, because we are more likely than not to prevail in this case and our
volume, revenue and profits of sales in the U.S. for the accused products during the Track
Record Period were small (contributing to less than 1% of our total revenue during each period
of the Track Record Period).
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Infineon ITC Case. On July 26, 2024, Infineon filed a lawsuit at the ITC and asserted the
same four patents asserted in the Infineon California case, namely, the ’481 patent, the ’562
patent, the ’755 patent and the ’003 patent. As with the Infineon California case, we firmly
deny each of Infineon’s allegations of patent infringement as well as the validity of each
asserted patent. On August 27, 2024, the ITC issued a notice of institution of the investigation
and assigned an Administrate Law Judge. As of the Latest Practicable Date, the Infineon ITC
case was still at its early stage. The target date for completion of the ITC investigation is
expected to be around March 2026. Based on initial assessment, our IP litigation counsel is of
the view that we are likely to obtain a favorable ruling in the ITC case, and that the chances
of us to receive an adverse ruling in the Infineon ITC case are relatively low, given that (i) it
is hard for Infineon to meet all the requirements to establish a violation of the relevant U.S
statute or that it is entitled to any relief; (ii) we have solid grounds to prove the invalidity of
the ’481 and ’755 patents due to insufficient written description and obviousness, supported by
substantial prior art such as printed publications and prototype systems. We are also actively
uncovering other prior art systems to invalidate the ’562 and ’003 patents; and (iii) Infineon’s
products lack domestic industry relating to the asserted patent.

Infineon Germany Case. On June 12, 2024, Infineon also filed lawsuits in Germany,
asserting infringement of three patents, namely, DE102017100947 (the “’947 patent”),
DE102017103054 (the “’054 patent”) and DE102014113465 (the “’465 patent”). As with the
Infineon California case and Infineon ITC case, we deny and oppose Infineon’s allegations of
patent infringement as well as the validity of each asserted patent. Developments regarding
potential monetary amounts of damages for the Infineon Germany case had not occurred as of
the Latest Practicable Date. A trial is expected to be schedule in the summer of 2025, with
specific date to be determined. Based on the current information, our IP litigation counsel is
of the view that we are more likely than not to prevail in the Infineon Germany case, given that
we have substantial grounds to assert that the accused products do not constitute infringement,
and there is ample evidence proving the invalidity of the asserted patents due to missing
novelty or lack of inventive step over existing patents, internet publications or product data
sheets. In addition, our IP litigation counsel is of the view that our potential exposure to
economic outflow due to any injunction or damages award in this case is likely remote, because
we are more likely than not to prevail in this case and our volume, revenue and profits of sales
in Germany for the accused products (which only constitute a small fraction of the our product
portfolio) during the Track Record Period were small (contributing to less than 0.1% of our
total revenue during each period of the Track Record Period).

Analysis on Impacts of IP Legal Proceedings

Our Directors and senior management were not personally involved in the aforementioned
IP proceedings, nor did they knowingly engage in designing or selling the disputed products
that could lead to IP infringement. As advised by our IP litigation counsel, our Directors and
senior management are not personally liable for the outcomes of these IP proceedings. As
advised by our IP litigation counsel, decisions from the ITC, U.S. district courts, and Munich
(German) Court do not have a direct extra-territorial effect outside the respective countries as
patent laws are inherently territorial. While determined based on each country’s own law, their
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rulings would have no extra-territorial effect and have no collateral damage in other
jurisdictions, including the PRC. For the U.S. district courts and ITC proceedings, the patents
involved are U.S. patents, and thus the rulings are only enforceable in the U.S. An adverse
ruling would not impact our ownership of or right to use the disputed technology in non-U.S.
jurisdictions. As advised by our IP litigation counsel, a similar analysis holds for the German
patents asserted in Germany. In addition, as advised by our PRC Legal Advisor, decisions from
the ITC, U.S. District Court and Munich (German) Court are not enforceable in the PRC unless
they are reviewed and recognized by a PRC court.

On the grounds that, as advised by our IP litigation counsel, (i) we are more likely than
not to prevail in the aforementioned EPC and Infineon cases that were still pending as of the
Latest Practicable Date, and the ITC’s Final Determination on the EPC ITC Case does not have
any material adverse effect on our business and results of operations; (ii) we will not be liable
for any monetary damages in the ITC proceedings; (iii) for the California and Germany cases,
our potential exposure to economic outflow due to any injunction or damages award is likely
remote; (iv) our volume, revenue and profits of sales in the U.S. from the accused products
during the Track Record Period were small (EPC and Infineon cases each implicating products
that contributed to less than 1% of our total revenue during each period of the Track Record
Period), which would result in considerably small loss of business or income in the U.S., and
there will not be any extra-territorial impacts outside of the U.S. affecting our ownership of and
right to use the disputed technologies in non-U.S. jurisdictions arising from any adverse rulings
from the U.S. litigations, which is also applicable to the German litigations; and (v) we have
various design-around options to mitigate or avoid the impacts brought about by any adverse
ruling at considerably small costs, our Directors are of the view that the impact of the
aforementioned IP proceedings filed by EPC and Infineon will not have any material adverse
effect on our business operations, R&D and financial performance.

Having reviewed the basis of the Directors’ view and the independent due diligence work
conducted by the Joint Sponsors, the Joint Sponsors are of the view that the aforementioned
IP proceedings filed by EPC and Infineon will not have material adverse effect on the
Company’s business operations and financial performance.

Share Transfer Litigation Matters

Share Transfer Litigation 1. In July 2024, Shandong Chanyan Microelectronics
Technology Research Institute Co., Ltd. (�†���*�¼���e�•�¦�”�¼�ú	ë�Þ�"�®�! ) (“Shandong
Chanyan”), an Independent Third Party, filed a lawsuit against the Company (“Share Transfer
Litigation 1”). Shandong Chanyan alleged that the Company failed to acquire Shandong
Chanyan’s equity interests in Longshan Microelectronics (Shandong) Co., Ltd. (�²�†���e�• (�†
�� )�Þ�"�®�! ) (“Longshan Microelectronics”) as allegedly agreed and requested the Company
to pay RMB56,360,000. On December 9, 2024, the relevant court decided that the Share
Transfer Litigation 1 was regarded as withdrawn by Shandong Chanyan as the plaintiff did not
complete the relevant litigation procedures.
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Share Transfer Litigation 2. In August 2024, Changsha Xindai Enterprise Management
Consulting Co., Ltd. (�—�Í�ƒ�Û�þ�†�8�M�#�T���Þ�"�®�! ) (“Changsha Xindai”), an
Independent Third Party, filed a further lawsuit against Dr. Wu and an Independent Third Party
(the “Share Transfer Litigation 2”). With respect to Dr. Wu, Changsha Xindai claimed that,
pursuant to an agreement that was allegedly entered into between the parties in December
2021, Dr. Wu shall (i) join and work full-time for Longshan Microelectronics, (ii) acquire 55%
of the equity interests of Longshan Microelectronics, (iii) fulfill obligations of capital
contribution to Longshan Microelectronics of RMB27.5 million, and (iv) make compensation
of RMB30 million to Changsha Xindai.

Share Transfer Litigation 3. In September 2024, Changsha Xindai filed a further lawsuit
against Dr. Luo, Mr. Zhong and the Company largely based on the same allegations made in
the Share Transfer Litigation 2, except that Changsha Xindai also alleged that Dr. Luo and Mr.
Zhong solicited employees of Longshan Microelectronics to join the Company (the “Share
Transfer Litigation 3”, together with the Share Transfer Litigation 1 and the Share Transfer
Litigation 2, the “Share Transfer Litigation Matters”). Changsha Xindai requested the
Company to cease the tortious behaviour and terminate the labour contract with Dr. Wu; and
requested Dr. Luo, Mr. Zhong and the Company to be jointly and severally liable for the loss
suffered by Changsha Xindai of RMB30 million.

As of the Latest Practicable Date, the relevant court decided that the Share Transfer
Litigation 1 was regarded as withdrawn by Shandong Chanyan, and no judgment in connection
with the Share Transfer Litigation 2 and 3 had been released.

Considering (i) the Company’s PRC legal advisers is of the view that the Share Transfer
Litigation Matters will not materially adversely affect the business operation, research and
development, and financial position of the Company as it is highly unlikely that the Company,
Dr. Luo, Dr. Wu or Mr. Zhong will lose the respective Share Transfer Litigation Matters (as the
case may be) as advised by the Company’s counsel for the Share Transfer Litigation Matters;
and (ii) the Directors are not aware that the Share Transfer Litigation Matters involved any
circumstances under Rule 13.51(2)(h) to (w) of the Listing Rules, including but not limited to
non-compliance of any applicable laws and regulations by Dr. Luo, Dr. Wu, Mr. Zhong or
Longshan Microelectronics, the Directors are of the view that the Share Transfer Litigation
Matters do not impact on the suitability of the Directors to act as the Company’s directors.

Considering (i) the Share Transfer Litigation Matters are not related to the core business
operations or financial performance of the Company and (ii) the relevant court decided that the
Share Transfer Litigation 1 was regarded as withdrawn by Shandong Chanyan and the aforesaid
view of the Company’s PRC legal advisers, no provision has been made for the Share Transfer
Litigation Matters and the Directors are of the view that the Share Transfer Litigation Matters
will not adversely affect the business operation, research and development, and financial
position of the Company.

Having reviewed the basis of the Directors’ view and the independent due diligence work
conducted by the Joint Sponsors, the Joint Sponsors are of the view that the Share Transfer
Litigation Matters will not have material adversely effect on the business operation and
financial position of the Company.
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To avoid litigation concerning intellectual property infringement, we have implemented
various internal policies and standard processes. See “Business — Legal Proceedings and
Compliance — Legal Proceedings — Internal Control Measures.” There is no contingent
liability associated with the legal proceedings and Share Transfer Litigation Matters.

For further details, see “Business — Legal Proceedings and Compliance — Legal
Proceedings.”

RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE

Subsequent to the Track Record Period, our business operations remained relatively
stable as of the Latest Practicable Date. We expect our revenue to continue increasing,
however, since we only began benefiting from economies of scale in 2021 and are still actively
implementing measures to reduce the cost of sales and achieve better operating efficiency with
our control over the operating expenses, we anticipate to record a loss for the year ending
December 31, 2024.

On August 9, 2023, the Biden Administration issued the Executive Order on Addressing
United States Investments in Certain National Security Technologies and Products in Countries
of Concern (“Reverse CFIUS EO”) granting the U.S. government the authority to establish and
enforce an outbound investment screening regime (“Outbound Investment Program”). On
October 28, 2024, the Department of the Treasury issued the Provisions Pertaining to U.S.
Investments in Certain National Security Technologies and Products in Countries of Concern
(the “Final Rule”) to implement the President’s Order of August 9, 2023. The Final Rule will
become effective on January 2, 2025. As advised by our Export Control Consultant, the Final
Rule is the primary restriction to impact new investments by U.S. persons in specified sectors
in countries of concern. As advised by our Export Control Consultant, considering that the U.S.
Department of the Treasury does not propose to apply the Final Rule retroactively, existing
investments made by U.S. persons in our Company (including investment by Dr. Luo) or
investments made before the implementation of the forthcoming regulations are not expected
to be affected. Moreover, as the Final Rule targets U.S. persons “investing” in specified
sectors, it will not affect Dr. Luo and Mr. Son’s positions as key management personnel in our
Company. See “Business — Export Control Implications — Outbound Investment Program.”

Following the completion of the Global Offering, upon effectiveness of the Final Rule in
January 2025, it is expected that U.S. persons will be able to invest in our H Shares based on
the publicly traded securities exception under the Final Rule as long as the investment made
do not afford a U.S. person certain rights that are not standard minority shareholder
protections. However, the Final Rule nonetheless may increase the compliance burden of U.S.
investors and affect investor sentiment. See “Risk Factors — Risks Relating to Our Industry
and Business — Our business, financial condition and results of operations may be materially
and adversely affected by international policies and international export controls and economic
sanctions.”
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The global GaN power semiconductor industry has experienced a steady growth in the
first half of 2024, primarily driven by the growing demand for new materials with high energy
efficiency from down stream industries, as well as the favorable policy environment.
According to Frost & Sullivan, the global GaN power semiconductor industry is expected to
increase from RMB1,759.5 million in 2023 to RMB3,227.7 million in 2024 in terms of sales
value. Our Directors have confirmed that up to the date of this prospectus there has been no
material adverse change in our financial or trading position or prospects since June 30, 2024
(being the date of our latest audited financial statements) and there has been no event since
June 30, 2024 which would materially affect the information shown in the Accountants’ Report
set out in Appendix I to this prospectus.

OFFERING STATISTICS

Based on an
Offer Price of
HK$30.86 per

H Share

Based on an
Offer Price of
HK$33.66 per

H Share

Market capitalization of our Shares immediately
after completion of the Global Offering
assuming Offer Size Adjustment Option and
the Over-allotment Option are not exercised(1) � �

HK$27,130.6
million

HK$29,592.3
million

Market capitalization of our H Shares immediately
after completion of the Global Offering(1) � � � � �

HK$15,108.8
million

HK$16,479.7
million

Unaudited pro forma adjusted net tangible assets
per Share(2) � � � � � � � � � � � � � � � � � � � � � � � � � � � � HK$3.92 HK$4.06

(1) The calculation of market capitalization is based on 389,559,466 Domestic Unlisted Shares in issue,
444,228,787 H Shares converted from Domestic Unlisted Shares and 45,364,000 H Shares expected to
be in issue and outstanding following the completion of the Global Offering (assuming that the Offer
Size Adjustment Option and the Over-allotment Option are not exercised).

(2) The unaudited pro forma adjusted net tangible assets of the Group attributable to owners of the
Company per Share are calculated after the adjustments referred to in “Appendix II — Unaudited Pro
Forma Financial Information” to this prospectus and on the basis that 879,152,253 Shares were in issue
assuming that the Global Offering had been completed on June 30, 2024 and without taking into account
any trading results or other transactions of the Group entered into subsequent to June 30, 2024.

(3) No adjustment has been made to the unaudited pro forma adjusted net tangible assets of the Group to
reflect any trading results or other transactions of the Group entered into subsequent to June 30, 2024.
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NO DIVIDEND POLICY

No dividend had been paid or declared by our Company during the Track Record Period.
There is no assurance that dividends of any amount will be declared or distributed in any year.
Although currently we do not have a formal dividend policy or a fixed dividend distribution
ratio, our Board may declare dividends in the future after taking into account various factors,
including our future earnings and cash inflows, future plan for use of funds, long-term
development of our business, statutory reserves, discretionary common reserve funds, legal and
regulatory restrictions, and other factors which our Directors consider relevant. Distribution of
dividends will be decided by our Board at their discretion and will be subject to Shareholders’
approval. In addition, our dividend policy will also be subject to our Articles of Association,
the PRC Company Law and any other applicable PRC laws and regulations. See “Financial
Information — No Dividend Policy.”

LISTING EXPENSES

Listing expenses represent professional fees, underwriting commission and other fees
incurred in connection with the Global Offering. We estimate that our listing expenses will be
approximately HK$99.7 million (assuming the Offer Size Adjustment Option and the
Over-allotment Option are not exercised and based on the Offer Price of HK$32.26), which
accounts for approximately 6.8% of the gross proceeds from the Global Offering. We estimate
the listing expenses to consist of approximately HK$51.2 million in underwriting fees and
HK$48.5 million in non-underwriting fees (which consist of fees and expenses of legal
advisors and our Reporting Accountant of approximately HK$30.8 million and other fees and
expenses of approximately HK$17.7 million). Among the total listing expenses, approximately
HK$55.6 million will be directly attributable to the issue of our Shares, which will be deducted
from equity upon the completion of the Global Offering, and the remaining approximately
HK$44.1 million will be expensed in our consolidated statements of comprehensive loss.
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In this prospectus, unless the context otherwise requires, the following terms shall
have the meanings set out below. Certain other terms are explained in the section headed
“Glossary of Technical Terms” in this prospectus.

“April 2018 Financing” the financing of our Company completed in April 2018,
details of which are set out in the section headed
“History, Development and Corporate Structure” in this
prospectus

“AFRC” Accounting and Financial Reporting Council (�6���¿	Ì

�
Ò���… )

“Articles” or “Articles of
Association”

the articles of association of our Company, conditionally
adopted on June 6, 2024 with effect from the Listing
Date, and as amended from time to time, a summary of
which is set out in “Appendix VI — Summary of Articles
of Association” to this prospectus

“Audit Committee” the audit committee of the Board

“Board” or “Board of Directors” the board of Directors of our Company

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

“Capital Market Intermediaries”
or “capital market
intermediary(ies)”
or “CMI(s)”

the capital market intermediaries as named in the section
headed “Directors, Supervisors and Parties Involved in
the Global Offering” of this prospectus

“CCASS” the Central Clearing and Settlement System established
and operated by HKSCC

“CMB Shenzhen” CMB International Capital Management (Shenzhen) Co.,
Ltd. (�Ý�Õ
7�ç���I�M�# (�	�­ )�Þ�"�®�! ), a limited
liability company established under the laws of the PRC
and ultimately controlled by CM Bank, a connected
person of our Company, details of which are set out in the
sections headed “History, Development and Corporate
Structure — Pre-IPO Investments — Information about
Our Major Pre-IPO Investors” and “Connected
Transactions — Connected Person” in this prospectus
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“CM Bank” China Merchants Bank Co., Ltd. (�Ý
 �Õ���p�…�Þ�"�®
�! ), a bank listed on the Hong Kong Stock Exchange
(stock code: 03968.HK) and the Shanghai Stock
Exchange (stock code: 600036.SH), a connected person
of our Company, details of which are set out in the
sections headed “History, Development and Corporate
Structure — Pre-IPO Investments — Information about
Our Major Pre-IPO Investors” and “Connected
Transactions — Connected Person” in this prospectus

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

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

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

“Company” or “our Company”
or “the Company”

InnoScience (Suzhou) Technology Holding Co., Ltd. (�õ
�U�„�Å (�=�È )�Å�¦�p�…�Þ�"�®�! ), a limited liability
company established under the laws of the PRC on
July 21, 2017 and converted into a joint stock limited
liability company in the PRC on September 27, 2023

“Controlling Shareholders Group” Dr. Luo, Inno Holding, Innocore, Inno HK, Inno Youpeng
and Xinsheng Dapeng, see “Relationship with the
Controlling Shareholders Group” in this prospectus for
details

“CSDC” China Securities Depository and Clearing Corporation
Limited (�•
7�Ç�N�î	¾
��Q�Þ�"�ª�‚�®�! )

“CSDC (Hong Kong)“ China Securities Depository and Clearing (Hong Kong)
Company Limited

“CSRC” the China Securities Regulatory Commission (�•
7�Ç�N
�9�–�M�#�‰�p�6 )

“Director(s)“ director(s) of our Company

“Domestic Unlisted Shares” ordinary shares in the share capital of our Company, with
a nominal value of RMB1.00 each, which are not listed
on any stock exchange
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“Dr. Luo” Dr. Weiwei Luo, the founder, chairperson of the Board,
executive Director of our Company, and a member of the
Controlling Shareholders Group

“EIT Law” Enterprise Income Tax Law of the People’s Republic of
China (�•�•
6�[�O�•�q
7�†�8�Ô
{�ü�,�‘ ), as amended,
supplemented or otherwise modified from time to time

“Exchange Participant(s)“ a person: (a) who, in accordance with the Hong Kong
Listing Rules, may trade on or through the Hong Kong
Stock Exchange; and (b) whose name is entered in a list,
register or roll kept by the Hong Kong Stock Exchange as
a person who may trade on or through the Hong Kong
Stock Exchange

“Export Control Consultant” Hogan Lovells, legal advisor to our Company as to U.S.
export controls

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

“FINI” “Fast Interface for New Issuance,” an online platform
operated by HKSCC that is mandatory for admission to
trading and, where applicable, the collection and
processing of specified information on subscription in
and settlement for new listings in Hong Kong

“General Rules of HKSCC” General Rules of HKSCC published by the Hong Kong
Stock Exchange and as amended from time to time

“Global Offering” the Hong Kong Public Offering and the International
Offering

“Group” or “our Group”
or “we” or “us”

our Company and its subsidiaries (or our Company and
any one or more of its subsidiaries, as the context may
require)
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“Guide” The Guide for New Listing Applicants, as published by
the Hong Kong Stock Exchange on November 29, 2023
and effective on January 1, 2024, as amended or
supplemented or otherwise modified from time to time

“H Share(s)” ordinary share(s) in the share capital of our Company
with a nominal value of RMB1.00 each, which is/are to
be subscribed for and traded in HK dollars and to be
listed on the Hong Kong Stock Exchange

“H Share Registrar” Tricor Investor Services Limited

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

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

“HK eIPO White Form Service
Provider”

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

“HKFRS” Hong Kong Financial Reporting Standards, issued by the
Hong Kong Institute of Certified Public Accountants

“HKSCC” Hong Kong Securities Clearing Company Limited, a
wholly owned subsidiary of Hong Kong Exchanges and
Clearing Limited

“HKSCC Nominees” HKSCC Nominees Limited, a wholly owned subsidiary
of HKSCC

“HKSCC Operational
Procedures”

the Operational Procedures of HKSCC in relation to
CCASS, containing the practices, procedures and
administrative requirements relating to operations and
functions of CCASS, as from time to time in force

“HKSCC Participant” a participant admitted to participate in CCASS as a direct
clearing participant, a general clearing participant or a
custodian participant

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

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (as amended
from time to time)

“Hong Kong Offer Shares” the 4,536,400 H Shares initially offered by our Company
for subscription at the Offer Price pursuant to the Hong
Kong Public Offering (subject to reallocation and the
Offer Size Adjustment Option as described in the section
headed “Structure of the Global Offering” in this
prospectus)

“Hong Kong Public Offering” the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong (subject to reallocation as
described in the section headed “Structure of the Global
Offering” in this prospectus) at the Offer Price (plus
brokerage, SFC transaction levy, AFRC transaction levy
and Hong Kong Stock Exchange trading fee), on and
subject to the terms and conditions described in this
prospectus as further described in “Structure of the
Global Offering — The Hong Kong Public Offering” in
this prospectus

“Hong Kong Stock Exchange”
or “Stock Exchange”

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

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

“Hong Kong Underwriting
Agreement”

the underwriting agreement dated December 17, 2024
relating to the Hong Kong Public Offering and entered
into by, among others, our Company, our Controlling
Shareholders, the Joint Sponsors, the Joint
Representatives and the Hong Kong Underwriters, as
further described in “Underwriting — Underwriting
Arrangements and Expenses” in this prospectus

“Innocore” Suzhou Innocore Enterprise Management Center L.P. (�=
�È�õ�U�ƒ�†�8�M�#�•�Ð (�Þ�"�¥�« )), a member of the
Controlling Shareholders Group, our Company’s
employee shareholding platform, and a limited liability
partnership established in the PRC with Dr. Luo as its
ultimate general partner
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“Inno HK” Inno Investment (Hong Kong) Limited, a member of the
Controlling Shareholders Group, our Company’s
employee shareholding platform, and a company
incorporated in Hong Kong with limited liability

“Inno Holding” InnoScience Holding Pte. Ltd., a member of the
Controlling Shareholders Group, and an exempt private
company limited by shares incorporated in Singapore and
held by Dr. Luo and Mr. Son as to 55.38% and 44.62%,
respectively

“Inno Shenzhen” InnoScience (Shenzhen) Semiconductor Technology Co.,
Ltd. (�õ�U�„�Å (�	�­ )���¬���Þ�"�®�! ), a limited liability
company established in the PRC on November 9, 2020
and a wholly-owned subsidiary of our Company

“Inno Suzhou” InnoScience (Suzhou) Semiconductor Technology Co.,
Ltd. (�õ�U�„�Å (�=�È )���¬���Þ�"�®�! ), a limited liability
company established in the PRC on October 23, 2017 and
a wholly-owned subsidiary of our Company

“Inno Youpeng” Shanghai Inno Youpeng Enterprise Consulting L.P. (�j	�
�õ�U�´���†�8�T���¥�«�†�8 (�Þ�"�¥�« )), a member of the
Controlling Shareholders Group and a limited partnership
established in the PRC with Dr. Luo as its ultimate
general partner

“Inno Zhuhai” InnoScience (Zhuhai) Technology Co., Ltd. (�õ�U�„�Å (	.
	� )�Å�¦�Þ�"�®�! ), a limited liability company
established in the PRC on December 17, 2015 and a
wholly-owned subsidiary of our Company

“Independent Third Party(ies)” any entity or person who is not a connected person of our
Company within the meaning ascribed thereto under the
Listing Rules
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“International Offer Shares” the 40,827,600 H Shares initially offered by our
Company for subscription pursuant to the International
Offering (assuming that no Over-allotment Option is
exercised) together with, where relevant, any additional
H Shares which may be issued by our Company pursuant
to the exercise of the Offer Size Adjustment Option and
the Over-allotment Option (subject to reallocation as
described in the section headed “Structure of the Global
Offering” in this prospectus)

“International Offering” the offer of the International Offer Shares by the
International Underwriters outside the United States in
offshore transactions in accordance with Regulation S, as
further described in “Structure of the Global Offering” in
this prospectus

“International Underwriters” the group of international underwriters expected to enter
into the International Underwriting Agreement to
underwrite the International Offering

“International Underwriting
Agreement”

the underwriting agreement expected to be entered into
on or around December 24, 2024 by, among others,
our Company, our Controlling Shareholders, the Joint
Sponsors, the Joint Representatives and the International
Underwriters in respect of the International Offering, as
further described in “Underwriting — Underwriting
Arrangements and Expenses — The International
Offering” in this prospectus

“Joint Global Coordinators”,
“Joint Bookrunners” or
“Joint Lead Managers”

the joint bookrunners, the joint global coordinators and
the joint lead managers as named in the section headed
“Directors, Supervisors and Parties Involved in the
Global Offering” in this prospectus

“Joint Representatives” the joint representatives as named in the section headed
“Directors, Supervisors and Parties Involved in the
Global Offering” in this prospectus

“Joint Sponsors” China International Capital Corporation Hong Kong
Securities Limited and CMB International Capital
Limited (in no particular order)
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“Latest Practicable Date” December 10, 2024, being the latest practicable date for
the purpose of ascertaining certain information contained
in this prospectus prior to its publication

“Listing” listing of the H Shares on the Main Board of the Hong
Kong Stock Exchange

“Listing Committee” the Listing Committee of the Hong Kong Stock Exchange

“Listing Date” the date, expected to be on or around Monday,
December 30, 2024, on which our H Shares are listed and
on which dealings of our H Shares first commences
dealings therein are permitted to take place on the Hong
Kong Stock Exchange

“Main Board” the stock market (excluding the option market) operated
by the Stock Exchange which is independent from and
operated in parallel with the Growth Enterprise Market of
the Stock Exchange

“MOFCOM” the Ministry of Commerce of the PRC (�•
6�[�O�•�q
7

 
��Å )

“Mr. Son” Mr. Jay Hyung Son, an executive Director of our
Company

“NDRC” the National Development and Reform Commission of
the PRC (�•
6�[�O�•�q
7
7�•�ï�•�q�·�'�‰�p�6 )

“New Regulations on Filing” the Trial Administrative Measures of Overseas Securities
Offering and Listing by Domestic Companies (�•�¤�«�†
�8�¤�.�ï���Ç�N�q�j�9�M�#�
���l�,�‘ and relevant
supporting guidelines which were promulgated by the
CSRC on February 17, 2023 and became effective on
March 31, 2023

“Nomination Committee” the nomination committee of the Board
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“Offer Price” the final offer price per Offer Share (exclusive of
brokerage of 1%, SFC transaction levy of 0.0027%,
AFRC transaction levy of 0.00015% and Stock Exchange
trading fee of 0.00565%), at which Hong Kong Offer
Shares are to be subscribed for pursuant to the Hong
Kong Public Offering and International Offer Shares are
to be offered pursuant to the International Offering

“Offer Share(s)” the Hong Kong Offer Shares and the International Offer
Shares, together with, where relevant, any additional H
Shares which may be issued by our Company pursuant to
the exercise of the Offer Size Adjustment Option and the
Over-allotment Option

“Offer Size Adjustment Option” the option under the Hong Kong Underwriting
Agreement, exercisable by the Company on or before the
Price Determination Date, pursuant to which the
Company may issue and allot up to an aggregate of
approximately 6,804,000 additional H Shares at the Offer
Price, to cover additional market demand, if any, as
described in the section headed “Structure of the Global
Offering” in this prospectus

“Offer Size Adjustment Option
Shares”

any additional H Shares issued by the Company pursuant
to the Offer Size Adjustment Option

“Overall Coordinators” the overall coordinators as named in the section headed
“Directors, Supervisors and Parties Involved in the
Global Offering” of the prospectus
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“Over-allotment Option” the option expected to be granted by our Company to the
Over-allotment Underwriters, exercisable by the Joint
Representatives (for themselves and on behalf of the
Over-allotment Underwriters) pursuant to the
International Underwriting Agreement, pursuant to which
our Company may be required to issue up to an additional
6,804,600 H Shares (representing not more than 15% of
the number of Offer Shares initially being offered under
the Global Offering assuming the Offer Size Adjustment
Option is not exercised at all) or up to an additional
7,825,200 H Shares (representing not more than 15% of
the number of the Offer Shares being offered under the
Global Offering assuming the Offer Size Adjustment
Option is exercised in full) at the Offer Price, to, among
other things, cover over-allocations in the International
Offering, if any, further details of which are described in
the section headed “Structure of the Global Offering” in
this prospectus

“Over-allotment Underwriters” China International Capital Corporation Hong Kong
Securities Limited, CMB International Capital Limited,
CLSA Limited, Huatai Financial Holdings (Hong Kong)
Limited, BOCI Asia Limited, Hong Tai Securities
Limited, ABCI Securities Company Limited, Patrons
Securities Limited, Long Bridge HK Limited, Futu
Securities International (Hong Kong) Limited, Tiger
Brokers (HK) Global Limited, TradeGo Markets Limited,
being the International Underwriters who are expected to
be granted with the Over-allotment Option

“PBOC” the People’s Bank of China (�•
7�[�O�Õ�� ), the central
bank of the PRC

“PRC” or “China” the People’s Republic of China, but for the purpose of
this document and for geographical reference only and
except where the context requires, references in this
document to “China” and the “PRC” do not apply to
Hong Kong, Macau Special Administrative Region and
Taiwan, China
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“PRC Company Law” the Company Law of the PRC (�•�•
6�[�O�•�q
7�®�!
�,�‘ ), as enacted by the 5th session for the Standing
Committee of the 8th National People’ Congress on
December 29, 1993 and became effective on July 1, 1994,
as amended, supplemented or otherwise modified from
time to time

“PRC Legal Advisor” CM Law Firm, the PRC legal advisor of our Company

“Pre-IPO Investment(s)” the Pre-IPO investments in our Company undertaken by
the Pre-IPO Investors, details of which are set out in the
section headed “History, Development and Corporate
Structure” in this prospectus

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

“Pre-IPO Share Plan” the currently effective pre-IPO share plan of the
Company as amended and approved by our Board on
April 7, 2024, with principal terms of which are
summarized in “Appendix VII — Statutory and General
Information — Further Information about our Directors,
Supervisors, Management and Substantial Shareholders
— 5. Pre-IPO Share Plan”

“Price Determination Agreement” the agreement to be entered into by the Joint
Representatives and our Company on the Price
Determination Date to record and fix the Offer Price

“Price Determination Date” the date, expected to be on or around Tuesday,
December 24, 2024 (Hong Kong time) on which the Offer
Price is determined, or such later time as the Joint
Representatives and our Company may agree, but in any
event no later than 12:00 noon on Tuesday, December 24,
2024

“prospectus” or “Prospectus” this prospectus being issued in connection with the Hong
Kong Public Offering

“province” a province or, where the context requires, a provincial
level autonomous region or municipality, under the direct
supervision of the central government of the PRC
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“Regulation S” Regulation S under the U.S. Securities Act

“Remuneration Committee” the remuneration committee of the Board

“RMB” or “Renminbi” Renminbi, the lawful currency of the PRC

“SAFE” State Administration of Foreign Exchange of the PRC (�•

6�[�O�•�q
7
7�•�.
Ò�M�#�… )

“SAT” the State Administration of Taxation of the PRC (�•
6�[
�O�•�q
7
7�•�ü
��<�… )

“Securities and Futures
Ordinance” or “SFO”

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

“Series B Financing” the financing of our Company completed in October
2019, details of which are set out in the section headed
“History, Development and Corporate Structure” in this
prospectus

“Series C Financing” the financing of our Company completed in January
2021, details of which are set out in the section headed
“History, Development and Corporate Structure” in this
prospectus

“Series D Financing” the financing of our Company completed in February
2022, details of which are set out in the section headed
“History, Development and Corporate Structure” in this
prospectus

“Series E Financing” the financing of our Company completed in April 2024,
details of which are set out in the section headed
“History, Development and Corporate Structure” in this
prospectus

“SFC” the Securities and Futures Commission of Hong Kong

“Shanghai Stock Exchange” the Shanghai Stock Exchange (�j	��Ç�N�t�ø�Ô )

“Share(s)” ordinary shares in the share capital of our Company with
a nominal value of RMB1.00 each, comprising Domestic
Unlisted Share(s) and H Share(s)
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“Shareholder(s)” holder(s) of our Shares

“Stabilizing Manager” China International Capital Corporation Hong Kong
Securities Limited

“State Council” State Council of the People’s Republic of China (�•
6�[
�O�•�q
7
7
�	ë )

“subsidiary(ies)” has the meaning ascribed thereto in section 15 of the
Companies Ordinance

“Supervisor(s)” member(s) of Supervisory Committee

“Supervisory Committee” supervisory committee of the Company

“Takeovers Code” the Codes on Takeovers and Mergers and Share Buybacks
issued by the SFC, as amended, supplemented or
otherwise modified from time to time

“Track Record Period” the period comprising the three financial years ended
December 31, 2021, 2022 and 2023 and the six months
ended June 30, 2024

“U.S.” or “United States” the United States of America, its territories, its
possessions and all areas subject to its jurisdiction

“U.S. Securities Act” the United States Securities Act of 1933, as amended, and
the rules and regulations promulgated thereunder

“Underwriters” the Hong Kong Underwriters and the International
Underwriters

“Underwriting Agreements” the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

“US$” or “U.S. dollars” United States dollars, the lawful currency of the United
States
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“Xinsheng Dapeng” Suzhou Wujiang District Xinsheng Dapeng Equity
Investment Partnership (Limited Partnership) (�=�È�9�N
�ê
��ƒ�[�}���p�Æ�³���¥�«�†�8 (�Þ�"�¥�« )), a member
of the Controlling Shareholders Group, our employee
shareholding platform, a limited partnership established
under the laws of the PRC with Dr. Luo as its general
partner

“%” percent

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

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

For ease of reference, the names of the PRC established companies or entities, laws or
regulations have been included in this prospectus in both the Chinese and English languages
and in the event of any inconsistency, the Chinese versions shall prevail.
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“ANSI/ESD S20.20” a standard developed by the American National Standards
Institute (ANSI) and the Electrostatic Discharge
Association (ESD Association) for managing and
mitigating the effects of electrostatic discharge (ESD) on
electronic devices. This standard outlines how to
establish, implement and maintain an effective ESD
control program to protect electrostatic-sensitive
components and equipment

“AI” artificial intelligence

“analog circuit” a circuit that transmits, transforms, processes, amplifies,
measures and displays analog signals

“bandgap” the energy difference in semiconductors between the top
of the valence band and the bottom of the conduction
band. Wide bandgap semiconductors permit devices to
operate at much higher voltages, frequencies, and
temperatures than conventional semiconductors

“bidirectional structure” a single-component power switch capable of handling
power flow in both directions, offering cost and
efficiency advantages in applications like EVs and
renewable energy generation

“BMS” battery management system, an electronic system
embedded within EVs that monitors, controls and
optimizes the performance, safety and longevity of the
vehicle’s battery pack

“CAGR” compound annual growth rate

“CMP” chemical mechanical polishing, a fabrication technique
that combines chemical oxidation and mechanical
abrasion to achieve high levels of planarity in
semiconductor components

“CPU” central processing unit, the central unit in a computer
containing the logic circuitry that performs the
instructions of a computer program

“CVD” chemical vapor deposition, a process in which gaseous
chemicals react on a heated wafer surface to form solid
film
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“DC-DC converters” an electronic circuit that converts a source of direct
current (DC) from one voltage level to another

“design-in” a process where customers engage suppliers early in the
product design phase to propose and refine designs that
align with customer needs and market trends

“design-win” a confirmation from customers adopting a supplier’s
product design, indicating the supplier’s ability to
meet the customer’s production, delivery, and cost
requirements

“die” one single chip cut from a wafer before being packaged

“discrete chips” individual semiconductor devices that perform
elementary electronic functions

“doping profiles” the distribution in the concentration and type of
impurities, or dopants, that are intentionally introduced
into the semiconductor material. This profile is crucial
because it directly influences the performance of the
semiconductor

“EFlops” a unit of measurement indicating the speed of a computer,
equal to one quintillion floating point operations per
second

“epitaxial growth” a process of crystal growth or material deposition where
new crystalline layers are formed with well-defined
orientations on a crystalline seed layer, enhancing the
performance of semiconductor devices

“EVs” electric vehicles

“fabless” an IC design company that does not own a chip
manufacturing plant and only focuses on design

“figures of merit” the performance metrics used to benchmark and compare
the efficiency and effectiveness of semiconductor
devices, helping designers make informed decisions
about which devices to use in their designs
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“frequency” the rate at which a power electronic device, such as a
switch or rectifier, operates. It is a crucial factor
influencing the performance and efficiency of power
systems

“foundry” a manufacturer specializing in the production and
manufacture of chips in the field of integrated circuits

“GaAs” gallium arsenide, a III–V compound direct bandgap
semiconductor well-suited for microwave devices and
high-speed digital circuits. It is acknowledged for its
high-frequency, high-speed and high-efficiency
characteristics in electronic and optoelectronic devices

“GaN” gallium nitride, a binary III/V direct bandgap
semiconductor well-suited for high-power transistors
capable of operating at high temperatures. It is
acknowledged for its capability to enhance power system
efficiency, performance and system cost

“GaN-on-Si” gallium nitride on silicon, the technology of growing
gallium nitride crystals on silicon substrates

“GPU” graphic processing unit, a specialized electronic circuit
designed to rapidly manipulate and alter memory to
accelerate the creation of images

“HEMTs” high electron mobility transistors, these are field-effect
transistors known for their high performance at
microwave frequency and ability to operate at higher
frequencies, delivering faster switching speeds with
reduced transmission loss. They are particularly well-
suited for applications requiring high-frequency
performance in the medium-voltage range

“IATF16949” international technical specification of automotive
industry quality management system, which prepared by
International Automotive Task Force (IATF) and ISO

“IEC 61340-5-1” an international standard that outlines requirements for
handling electrical or electronic parts and equipment to
protect them from electrostatic discharges and fields
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“integrated circuit” or “IC” integrated circuit, a small unit or package which is made
as a single indivisible structure (such as a chip) and is
electrically equivalent to a conventional circuit of many
separate components

“IDM” integrated device manufacturer, a company that takes
charge of design, manufacturing, packaging, testing and
subsequent sales of the finished products

“ISO” the International Organization for Standardization, a
worldwide federation of national standards bodies

“ISO14001” the Environmental Management System published by the
ISO

“ISO45001” the Occupational Health and Safety Management System
published by the ISO

“ISO9001” the International Quality Management System published
by the ISO

“LED” light-emitting diode, a semiconductor diode that emits
light when voltage is applied

“LiDAR” a remote sensing method that uses light to measure the
distance or range of objects

“Loan Prime Rate” a basic loan reference rate calculated and published by
the National Interbank Lending Centre authorized by the
People’s Bank of China. Loan Prime Rate serves as a
benchmark interest rate for lending rates among
commercial banks in China

“MOCVD equipment” metal-organic chemical vapor deposition equipment, a
key tool used for depositing ultra-thin layers of
compound semiconductor material onto a semiconductor
wafer. It’s a recognized controllable synthesis method
that ensures process repeatability and high yield

“modules” packaged components that include integrated circuits or
other electronic components, which are used to build
larger systems or devices. They are essential for
enhancing performance, efficiency, and scalability in
electronic products
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“MOSFET” metal oxide semiconductor field effect transistor, used for
amplifying or switching electronic signals

“moves” the individual steps or processes that a wafer undergoes
during its production process, including all transitions
between equipment and processing stages. The total
number of moves indicates the complexity and length of
the production cycle

“new customer(s)/
new distributor(s)/
new direct customer(s)”

customer(s)/distributor(s)/direct sales customer(s) from
whom we recognized revenue for the first time in a given
period

“NMOS transistor” N-channel metal-oxide semiconductor transistor, it
consists of two N+ region drains D, source S and gate G
with high doping concentration. It forms a closed circuit
when receiving a voltage bigger than threshold voltage
and an open circuit when it receives a voltage smaller
than threshold voltage

“NRE” non-recurring engineering, non-recurring R&D expenses
incurred for the development of new products or
customized projects

“OBC” on-board charger, a power electronics device for electric
vehicle batteries on EVs, which converts alternating
current (AC) power from external sources, such as
residential outlets, into DC power to charge the vehicle’s
battery pack

“on-resistance” the total resistance between the drain and source
terminals of a field-effect transistor (FET) when it is in
operation. It is a critical parameter in power devices, as
it directly impacts the power loss during operation, with
lower on-resistance resulting in lower power loss

“OVP” over voltage protection, a feature in power supply units
designed to shut down the unit or suspend the output
when the voltage exceeds a preset level

“power density” the amount of power processed per unit volume or unit
area
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“power semiconductor(s)” a type of semiconductor device that is used as a switch or
rectifier in power electronics, and serves as the core
component of power supplies

“PVD” a vacuum deposition method that involves high-
temperature vacuum evaporation and sputtering to
produce a metal vapor, which is then deposited on
electrically conductive materials as a thin, highly adhered
pure metal or alloy coating. It is a critical process in the
manufacturing of semiconductor devices, enabling the
creation of thin films and coatings on substrates

“radiation resistance” the ability of semiconductor devices to withstand and
function in high radiation environments

“R&D” research and development

“SiC” silicon carbide, a semiconductor material used in various
electronic applications

“sq.m.” square meter(s)

“substrate” the base layer of material used in the manufacturing
process of semiconductor devices and integrated circuits.
It is typically a thin slice of single-crystal silicon, gallium
arsenide or other semiconductor materials. Various
circuit components are grown and fabricated on the
substrate

“switching frequency” the rate at which a switch-mode power supply turns on
and off. It influences the performance of the device,
including its efficiency and power output, and plays a
crucial role in the design of compact and low-cost
circuits

“V” basic unit of voltage

“V-GaN” bidirectional gallium nitride, the flagship technology of
our Group that uses bidirectional GaN switches. These
switches are capable of bidirectional voltage blocking
and current conduction, reducing power dissipation,
offering a significantly smaller footprint, and facilitating
fast charging
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“wafer” a thin slice of semiconductor material, used in the
manufacture of ICs and other microelectronic devices

“wafer dicing” a process in which a single chip is separated from a wafer
using a scribing saw or strike-off technology

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

• general political and economic conditions, including those related to the
jurisdictions where we operate;

• our business prospects and our ability to successfully implement our business plans
and strategies;

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

• our capital expenditure plans;

• the actions and developments of our competitors;

• our financial condition and performance;

• our dividend policy;

• any changes in the laws, rules and regulations of the central and local governments
in the jurisdictions where we operate and the rules, regulations and policies of the
relevant governmental authorities relating to all aspects of our business and our
business plans;

• changes or volatility in interest rates, foreign exchange rates, equity prices or other
rates or prices, including those pertaining to the jurisdictions, the industry and
markets in which we operate;

• various business opportunities that we may pursue; and

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

FORWARD-LOOKING STATEMENTS

– 54 –



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

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

RISKS RELATING TO OUR INDUSTRY AND BUSINESS

Our historical results may not be indicative of our future performance, and we may not
be successful in expanding our operations or managing our growth.

We remain in the early stage of development. We have experienced rapid revenue growth
and generated revenue of RMB68.2 million, RMB136.2 million and RMB592.7 million in
2021, 2022 and 2023, respectively, representing a CAGR of 194.8% from 2021 to 2023. Our
revenue increased from RMB308.1 million in the six months ended June 30, 2023 to
RMB385.8 million in the six months ended June 30, 2024. However, there can be no assurance
that we will be able to maintain our historical growth rates in future periods. We may encounter
risks and difficulties frequently experienced by rapidly growing companies in constantly
evolving industries, and any predictions about our future revenue and expenses may not be as
accurate as they would be if we had a longer operating history or operated in a more predictable
industry. Our business, results of operations and financial condition depend in part on our
ability to effectively manage our growth or implement our growth strategies. See “Business —
Our Strategies.” We intend to grow by expanding our business, increasing market penetration
of our existing products and developing new ones. The management of our growth may place
significant demands on our managerial, administrative, operational, financial and other
resources. Moreover, our growth depends on the ability to maintain stable production capacity
and offer reliable products to our customers. Our efforts to grow our business may be more
costly than we expect, and we may not be able to increase our revenue enough to offset our
increased operating expenses. We may incur significant losses in the future for a number of
reasons, including the other risks described herein, and unforeseen expenses, difficulties,
complications and delays, and other unknown events. If we are unable to achieve and sustain
profitability, our business may be harmed. If we fail to achieve the necessary level of efficiency
as we grow, our growth rate may decline, investors’ perceptions of our business and prospects
may be adversely affected and the market price of our Shares could decline.
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Our business depends on our ability to protect our intellectual property rights, and we
may be subject to intellectual property infringement and other claims by third parties in
the PRC or other jurisdictions, which, if successful, could cause us to pay significant
damages and incur other costs.

We rely primarily on a combination of our patents, trade secrets, trademarks, the
confidentiality agreements signed by the employees, and confidentiality agreements signed
with third parties to protect our intellectual property rights. There is no assurance that we are
able to successfully apply and be granted new intellectual property rights in a timely and
cost-effective manner in the future, as such applications are expensive and time consuming.
See “Business — Intellectual Property.” Despite our efforts to protect our proprietary rights,
unauthorized parties may be able to obtain and use information that we regard as proprietary.
Under such circumstances, to protect our intellectual property rights and maintain our
competitive advantages, we may initiate legal proceedings against parties who we believe are
infringing our intellectual property rights. Legal proceedings are often costly and may divert
management attention and resources away from our business. In certain situations, we may
have to initiate such legal proceedings in foreign jurisdictions, in which case we are subject to
additional risks as to the result of the proceedings, the amount of damages that we can recover,
and the enforcement process.

Our success is also subject to our ability to use, develop and protect our technology and
trade secrets without infringing the intellectual property rights of third parties. Others may hold
or obtain patents, copyrights, trademarks, or other proprietary rights used in our products and
service. This might prevent, limit, or interfere with our production, use, development, sales, or
marketing, and could therefore disturb our daily operations and distract our management. From
time to time, we may receive communications from intellectual property rights holders
regarding their proprietary rights. Companies holding patents or other intellectual property
rights may, in the PRC or other jurisdictions, bring suits alleging infringement of such rights
or otherwise assert their rights and urge us to obtain licenses. We may also be subject to
liability due to the misconduct of our employees in relation to third party IP rights. Our use of
trademarks relating to our design, software, and technology could be found to infringe upon
existing intellectual property rights owned by others. In addition, if we are found to have
infringed upon a third party’s intellectual property rights, we may be required to do one or more
of the following:

• cease to sell products that are involved in the challenged intellectual property rights
owned by others;

• pay damages to the rights holders or the customers who purchased our products;

• redesign our products; or

• establish and maintain alternative branding for our products.
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During the Track Record Period, we were subject to several litigation matters against us
from two competitors concerning potential intellectual property infringement by certain of our
products. As of the Latest Practicable Date, (i) we have received the ITC’s Final Determination
in the EPC ITC case and plan to appeal to the U.S. Court of Appeals for the Federal Circuit
regarding the two claims of the ’294 patent where violations were found; (ii) the EPC
California case was stayed pending the resolution of the EPC ITC case; (iii) the Infineon ITC
case was at its early stage with the target date for completion of the ITC investigation expected
between January and April 2026; (iv) the Infineon California case was stayed pending the
resolution of the Infineon ITC case; and (v) the Infineon Germany case was also at its early
stage with developments regarding potential monetary amounts of damages not occurred yet.
In the case of adverse rulings, we may be barred from manufacturing or selling the infringing
products and/or ordered to pay monetary damages. See “Business — Legal Proceedings and
Compliance.” The determinations or judgments from these litigation matters may also have
effects outside the U.S. and Germany in other countries or regions where we operate. The
validity and scope of any potential claims or requests can be complicated and involve complex
scientific, legal and factual questions and analysis and, therefore, may be highly uncertain. The
defense and prosecution of intellectual property suits, patent opposition proceedings and
related legal and administrative proceedings or requests can be both costly and time consuming
and may significantly divert the efforts and resources of our management. A determination in
any such litigation or proceedings or requests to which we are a party may invalidate our
patents, subject us to pay damages to third parties, require us to seek licenses from third
parties, pay ongoing royalties, redesign our products, and subject us to injunctions prohibiting
the manufacture and sale of our products or the use of our technologies. Any of the
aforementioned will materially and adversely affect our business, financial condition and
results of operations.

We are subject to risks relating to litigations and disputes with employees, competitors,
business partners or other parties, which could adversely affect our business, financial
condition, results of operations and prospects.

We may be subject to disputes or claims of various types brought by various external or
internal parties. We have been subject to certain labor disputes and could be subject to future
labor disputes and adverse employee relations. Such disputes and any future labor disputes and
adverse employee relations could result in legal proceedings and lead to reputational harm,
monetary damages, interruptions of our operation or diversion of managerial attention.

We may also be subject to disputes with our competitors, suppliers, business partners or
governmental entities relating to contractual disputes, IP right infringements or legal
compliance. Such claims and disputes may evolve into litigations or law enforcement actions.
We cannot guarantee that we will not be subject to legal proceedings in the ordinary course of
business. legal proceedings are distractive and expensive as it may cause us to incur defense
costs, utilize a significant portion of our resources and divert managerial attention from our
day-to-day operations, any of which could harm our business. In the case of an adverse verdict,
we may be required to pay significant monetary damages, assume significant liabilities or
suspend or terminate parts of our operations. As a result, our business, financial condition,
results of operations and prospects may be materially and adversely affected.
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As of the Latest Practicable Date, our Company, Dr. Luo, Dr. Wu Jingang (“Dr. Wu”), our
executive Director and chief executive officer and Mr. Zhong Shan (“Mr. Zhong”), our
executive Director and chief financial officer, were subject to certain lawsuits (the “Share
Transfer Litigation Matters”): (a) In July 2024, Shandong Chanyan Microelectronics
Technology Research Institute Co., Ltd. (�†���*�¼���e�•�¦�”�¼�ú	ë�Þ�"�®�! ) (“Shandong
Chanyan”), an Independent Third Party, filed a lawsuit against our Company. Shandong
Chanyan alleged that our Company failed to acquire Shandong Chanyan’s equity interests in
Longshan Microelectronics (Shandong) Co., Ltd. (�²�†���e�• (�†�� )�Þ�"�®�! ) (“Longshan
Microelectronics”) as allegedly agreed and requested the Company to pay RMB56,360,000 (the
“Share Transfer Litigation 1”); (b) In August 2024, Changsha Xindai Enterprise Management
Consulting Co., Ltd. (�—�Í�ƒ�Û�þ�†�8�M�#�T���Þ�"�®�! ) (“Changsha Xindai”) filed a further
lawsuit against Dr. Wu and an Independent Third Party. With respect to Dr. Wu, Changsha
Xindai claimed that, pursuant to an agreement that was allegedly entered into between the
parties in December 2021, Dr. Wu shall (i) join and work full-time for Longshan
Microelectronics, (ii) acquire 55% of the equity interests of Longshan Microelectronics, (iii)
fulfill obligations of capital contribution to Longshan Microelectronics of RMB27.5 million,
and (iv) make compensation of RMB30 million to Changsha Xindai (the “Share Transfer
Litigation 2”); and (c) In September 2024, Changsha Xindai filed a further lawsuit against Dr.
Luo, Mr. Zhong and the Company largely based on the same allegations made in the litigation
initiated by it in August 2024, except that Changsha Xindai also alleged that Dr. Luo and Mr.
Zhong solicited employees of Longshan Microelectronics to join the Company. Changsha
Xindai requested the Company to cease the tortious behaviour and terminate the labour
contract with Dr. Wu; and requested Dr. Luo, Mr. Zhong and the Company to be jointly and
severally liable for the loss suffered by Changsha Xindai of RMB30 million (the “Share
Transfer Litigation 3”). As of the Latest Practicable Date, the relevant court decided that the
Share Transfer Litigation 1 was regarded as withdrawn by Shandong Chanyan as the plaintiff
did not complete the relevant litigation procedures, and no judgment in connection with the
Share Transfer Litigation 2 and 3 had been released. In the case of adverse rulings received for
the Share Transfer Litigation 2 and 3, our Company, Dr. Luo, Dr. Wu and Mr. Zhong may be
liable for the compensation claimed by the plaintiffs with respect to the Share Transfer
Litigation 2 and 3. Nevertheless, Dr. Luo provided a personal indemnity to the Company,
pursuant to which Dr. Luo will indemnify and hold harmless the Company of any and all losses
and compensation responsibilities arising from any of the Share Transfer Litigation Matters.
See “Business — Legal Proceedings and Compliance.”

Our business, financial condition and results of operations may be materially and
adversely affected by international policies and international export controls and
economic sanctions.

Certain foreign jurisdictions have imposed or may impose export controls, economic
sanctions or other trade-related measures in various forms (such as heavy tariffs or harsh trade
conditions) against certain countries, individuals and legal entities, which, from time to time,
prohibit or restrict export and import activities to a certain extent. Export controls and
economic sanctions laws or regulations could change in a way that could affect our business,
exports or sales in other countries and/or could result in restrictions, penalties or fines. For
instance, heightened tensions between major economies, such as the United States and China,
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could result in stricter export controls on chips and/or semiconductors, including the licensing
requirements on certain high performance chips and items subject to the EAR depending on the
end-user and/or end-use of the items set forth in relevant rules. In addition, the recent
U.S.-China trade tensions have led to the introduction of higher tariffs on various goods traded
between the two countries, including high-technology goods, semiconductors and electronics.
For example, the new Section 744.23 of the EAR, known as the “Supercomputer and
Semiconductor Manufacturing End Use restrictions,” imposes license requirements where an
exporter, reexporter or transferor knows or has reason to know that certain items subject to the
EAR are intended for a “supercomputer” end-use or are intended for semiconductor
manufacturing end-uses. See “Business — Export Control Implications.” There is a possibility
that the trade restrictions could expand if the U.S. and China do not reach an agreement to
resolve the issues. There is no assurance as to how the U.S.-China trade tensions might develop
or whether there will be any changes to the scope and extent of goods that are or will be being
subject to such export controls, sanctions, tariffs, or new trade policies introduced by the two
countries. We cannot predict the implications of the ongoing U.S.-China trade tensions and the
resulting impact on our industry and the global economy. In addition, on August 9, 2023, the
Biden Administration issued the Executive Order on Addressing United States Investments in
Certain National Security Technologies and Products in Countries of Concern (“Reverse
CFIUS EO”) granting the U.S. government the authority to establish and enforce an outbound
investment screening regime (“Outbound Investment Program”). On October 28, 2024, the
Department of the Treasury issued the Provisions Pertaining to U.S. Investments in Certain
National Security Technologies and Products in Countries of Concern (the “Final Rule”) to
implement the President’s Order of August 9, 2023. The Final Rule will become effective on
January 2, 2025. Following the completion of the Global Offering, upon effectiveness of the
Final Rule, it is expected that U.S. persons will be able to invest in our H Shares based on the
publicly traded securities exception under the Final Rule as long as the investment made do not
afford a U.S. person certain rights that are not standard minority shareholder protections.
However, the Final Rule nonetheless may increase the compliance burden of U.S. investors and
may cause certain U.S. investors to adopt a more cautious approach in their investments,
affecting the investor sentiment towards us, and therefore negatively impacting our ability to
raise capital. See “Business — Export Control Implications — Outbound Investment Program.”

During the Track Record Period, our products are offered to customers primarily in Asia.
There is, however, no assurance that our sales or our customers’ sales of their semiconductor
products will not be subject to the restrictions introduced by the U.S. Furthermore, if we export
our products to other countries which are subject to sanctions or export controls in the future
and/or if the scope of the export controls or sanctions are expanded, our business, financial
condition and results of operations may be materially and adversely affected.

Further, we have no control over the countries to which the customers will sell and/or
export their end products. If the export sales of the customers’ end products are restricted,
prohibited or made subject to any trade conditions under any international policies or
international export controls or economic sanctions imposed by any jurisdictions, the
customers’ demand in our products may drop and, as a result, our business, financial condition
and results of operations may be materially and adversely affected.
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If we fail to develop new products that address customer preferences and achieve market
acceptance in a timely and cost-effective manner, our results of operations could be
adversely affected.

Our products are primarily based on the GaN-on-Si technologies, and our future success
depends on the successful expansion of our GaN product portfolio and customer base. Our
customers are constantly seeking new products with more features and functionality at lower
cost, and our success relies heavily on our ability to continue to develop and provide our
customers with new and innovative products and improvements of existing products. In order
to gain market share and remain at the forefront of the GaN semiconductor industry, we must
constantly introduce new and innovative products and respond to new and evolving customer
demands.

The success of a new product depends on a variety of specific implementation factors,
including:

• timely development of new technologies and adaption to changes in existing
technologies;

• timely and cost-effective processing and mass production to accommodate new
product designs, while ensuring functionality, performance and reliability;

• effective marketing, sales and services to gain market share; and

• strong and sustainable market demand.

Product design, development, innovation and iteration is often a complex, time-
consuming and costly process involving significant investment in R&D with no assurance of
return on investment. In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024,
we had R&D expenses of RMB661.7 million, RMB581.1 million, RMB348.7 million,
RMB167.9 million and RMB145.5 million, respectively. Our R&D expenses decreased
consistently during the Track Record Period, primarily due to a reduction in engineering test
expenses. However, the power semiconductor industry is highly competitive, characterized by
rapidly changing technologies and technological obsolescence. We may invest significant
resources in R&D activities and incur significant R&D expenses in the future to achieve
technological breakthroughs, as well as maintain our technological leadership and the
competitiveness of our products and solutions. There can be no assurance that we will be able
to develop and introduce new and enhanced products in a timely or efficient manner or that we
will continue to achieve technological breakthroughs and successfully commercialize such
breakthroughs through our R&D activities. Failure to timely develop new technologies or to
react quickly to changes in existing technologies could materially delay our development of
new and enhanced products, which could result in product obsolescence, decreased revenue,
and/or a loss of market share to competitors. Our investments in R&D activities may not
generate sufficient revenue to offset liabilities assumed and expenses associated with these
investments.
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In addition, although we strive to respond to customer preferences and industry
expectations in the development of our products, we may not be able to optimize our
production processes and the ability to mass produce in a cost-effective manner. We may also
encounter lower manufacturing yields and longer delivery schedules in commencing mass
production of new products that we introduce, which could increase our costs and disrupt our
supply of such products. Further, if initial sales volumes for new or enhanced products do not
reach anticipated levels within the time periods we expect, we may be required to engage in
additional marketing efforts to promote such products and the costs of developing and
commercializing such products may be higher than we predict. To the extent that we fail to
timely develop new products or to quickly achieve market acceptance in a cost-effective
manner, our results of operations could be materially and adversely affected.

We depend on growth in the end markets that adopt our products. Any slowdown in the
growth of these end markets could adversely affect our business, financial condition and
results of operations.

Our GaN products are adopted in the product offerings of customers operating across
various industries, including consumer electronics, renewable energy and industrial
applications, automotive electronics, data centers and others. Demand for our products largely
depends on growth within the markets for the end products, which is impacted by factors
beyond our control. Factors affecting these markets include:

• the inability of customers to dedicate the resources necessary to promote and
commercialize their products;

• the inability of our customers to adapt to changing technological demands resulting
in their products becoming obsolete;

• the failure of our customers’ products to meet evolving industry requirements;

• the failure of our customers’ products to achieve market success and gain broad
market acceptance;

• delays and project cancellations as a result of design flaws in the products developed
by our customers;

• increased costs associated with potential disruptions to our customers’ supply chain
and other manufacturing and production operations;

• the deterioration of our customers’ financial condition; and

• the effects of catastrophic and other disruptive events at our customers’ offices or
facilities including, but not limited to, natural disasters, telecommunications
failures, cyber-attacks, terrorist attacks, pandemics, epidemics or other outbreaks of
infectious disease, breaches of security or loss of critical data.
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If the end product markets cannot maintain robust growth, our business and profitability
may be adversely affected. For example, although the global sales volume of EVs is expected
to increase from 18,610.7 thousand units in 2024 to 50,540.2 thousand units by 2028, the
CAGR of global EV sales volume decreased from 57.5% between 2019 and 2023 to 28.4%
between 2024 and 2028. Similarly, the CAGR of the annual installed capacity of energy storage
batteries decreased from 143.8% between 2019 and 2023 to 43.6% between 2024 and 2028.

We may incur significant design and development costs as well as production costs for
customers’ products that may not ultimately achieve market acceptance. As we offer more
products to new and existing customers, potentially expand our supply relationships and enter
new markets, we may encounter yield rate and reliability issues, and any such issues could lead
to customer complaints, damage our reputation or adversely affect our financial results. No
assurance can be given that future reliability issues will not have a material effect on financial
results in any given period. If our customers discover design flaws, defects or errors in their
products, or if they experience changing market requirements, failed evaluations or field trials,
or incompatible deliverables from other vendors, they may delay, change, or cancel a project,
and we may have incurred significant additional costs and may not be able to recover our costs,
which in turn would adversely affect our business, financial condition and results of operations.

In addition, the global semiconductor market is characterized by cyclical fluctuations,
primarily driven by technology upgrades, capacity investments, and inventory changes,
according to Frost & Sullivan. Historically, the semiconductor industry experiences a complete
cycle approximately every four to five years. These cyclical variations can lead to periods of
significant growth followed by downturns, impacting our financial performance and
operational results. During periods of downturn, we may face reduced demand for our
products, excess inventory, and pressure on pricing, which could adversely affect our revenue
and profitability. Conversely, during periods of rapid growth, we may encounter challenges
such as supply chain constraints and increased competition. Investors should be aware that the
inherent cyclical nature of the semiconductor market could result in volatility in our business
operations and financial condition.

The power semiconductor industry is highly competitive. If we are not able to compete
successfully, our business, results of operations and future prospects will be harmed.

The power semiconductor industry is characterized by rapidly changing technologies as
well as technological obsolescence. Significant technological advancements in alternative
semiconductor materials could render our existing or future products uncompetitive, obsolete
or otherwise unmarketable, and may materially and adversely affect our business and prospects
in ways we cannot currently anticipate. Competition among providers of different power
semiconductor products may increase substantially in the future. For example, despite its lower
electron mobility, SiC, a third-generation semiconductor like GaN, excels under high-
temperature and high-pressure conditions and is being increasingly adopted across various
industries. If GaN fails to secure sufficient market share in the competition in the course of
commercialization, or if the commercialization does not meet our or the market’s expectations,
we may not be able to recover our costs, and our business, results of operations and future
prospects will be harmed.
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In addition, the power semiconductor industry is marked by intense competition and a
high level of concentration, with the top ten companies holding a combined market share of
66.9%. The introduction of new products and technologies by our competitors, the market
acceptance of products based on our new or alternative technologies, or our failure to anticipate
or timely develop new or enhanced products or technologies in response to changing market
demand, whether due to technological shifts or otherwise, could result in loss of customers and
reduced competitiveness. Moreover, some of our direct and indirect competitors may have
greater resources and certain advantages, including but not limited to longer operating history,
better financing capabilities, well developed technologies and intellectual properties, more
efficient sales and marketing and stronger customer relations. If we are unable to stay
competitive or compete successfully with our competitors, we may experience decreases in
market share and sales volume, and may have to reduce our prices or make other concessions,
thereby adversely affecting our profitability, business, financial condition and results of
operations.

Failure to secure design-wins and to convince our current and prospective customers to
adopt our products into their product offerings could negatively affect our business,
financial condition and results of operations.

We sell our GaN products to customers who select and adopt them in their product
offerings. This selection process is typically lengthy and may require us to incur significant
design and development costs and dedicate scarce engineering resources in pursuit of a single
design-win with no assurance that our products will be selected. If we fail to convince our
current or prospective customers to adopt our products in their product offerings or to
constantly achieve design-wins, our business, financial condition, and results of operations will
be materially and adversely affected.

Because of our extended sales cycle, our revenue in future years may be highly dependent
on design-wins we are awarded in prior years. It is typical that a design-win will not result in
meaningful revenue until one year or more or later, if at all. If we do not continue to secure
design-wins in the short term, our revenue in the following years will deteriorate.

Further, a significant portion of our revenue in any period may depend on a single product
design-win with a large customer. As a result, the loss of any key design-win or any significant
delay in mass production of the customer’s products could adversely affect our business,
financial condition and results of operations.

Due to the interdependence of various components in the systems within which our
products and the products of our competitors operate, customers are unlikely to change to
another design or material, once adopted, until the next generation of a technology. As a result,
if we fail to introduce new or enhanced products that meet the needs of our customers or
penetrate new markets in a timely manner, and our products do not gain acceptance, we will
lose market share and our competitive position.
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The loss of a key customer or design-win, a reduction in sales to any key customer, a
significant delay or negative development in our customers’ product development plans, or our
inability to attract new significant customers or secure new key design-wins could seriously
impact our revenue and materially and adversely affect our business, financial condition and
results of operations.

Our business depends substantially on the efforts of our management and highly skilled,
including R&D personnel, and our operations may be severely disrupted if we lost their
service.

Our future performance depends on the service and contribution of our management to
oversee and execute our business plans and identify and pursue new opportunities and product
innovations. Any loss of service of our management can significantly delay or prevent us from
achieving our strategic business objectives, and adversely affect our business, financial
condition and operating results. From time to time, there may be changes in our management
team, resulting from the hiring or departure of executives, which could also disrupt our
business. Hiring suitable replacements and integrating them into our existing teams also
require a significant amount of time, training and resources, and may impact our existing
corporate culture.

Additionally, competition for highly skilled personnel is often intense, and we may incur
significant costs to attract and retain highly skilled personnel in our R&D team. We may not
be successful in attracting, integrating, or retaining qualified personnel to fulfill our current or
future needs. We have experienced, and we expect to continue to experience, difficulty in
hiring and retaining highly skilled employees with appropriate qualifications in competition
with other companies, particularly in the areas of engineering and product development. In
addition, job candidates and existing employees often consider the value of the equity awards
they receive in connection with their employment. If the estimated value of our equity or equity
awards declines, it may adversely affect our ability to retain highly skilled employees. If we
fail to attract new personnel or fail to retain and motivate our current personnel, our business
and prospects could be adversely affected.

Undetected defects, failures or reliability issues in our products could reduce the market
adoption of our products, damage our reputation or expose us to product liability and
other claims.

Our customers generally have stringent specifications for quality, performance and
reliability that our products must meet. Due to the complex product design and production
process, our products may contain undetected defects or failures when first introduced or after
commencement of commercial shipments, which might require product replacement or recall.
Further, changes of raw material used in the production processes may cause our products to
fail. If defects and failures occur in our products, we could experience lost revenue, increased
costs, including warranty expenses and costs associated with after-sales services, cancellations
or rescheduling of orders or shipments, and product returns or discounts, any of which would
harm our operating results.
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Further, the production of our products, including the fabrication of semiconductor
wafers, and the assembly and testing of products, involve highly complex processes. For
example, minute levels of contaminants in the manufacturing environment, difficulties in the
wafer fabrication process or other factors can cause a substantial portion of the components on
a wafer to be nonfunctional. These problems may be difficult to detect at an early stage of the
production process and often are time-consuming, expensive or impossible to correct. They
may also result in claims against us by our customers or others, and subject us to liabilities and
damages. Our reputation or brand may be damaged as a result of these problems and customers
may be reluctant to buy our products, which could adversely affect our ability to retain existing
customers and attract new customers and could adversely affect our business, financial
condition and results of operations.

We may be subject to product liability or warranty claims that could result in significant
direct or indirect costs, which could adversely affect our business and results of
operations.

Our products are incorporated into a variety of end-products. The use of end-products that
adopt our products could result in an unsafe condition or injury as a result of, among other
factors, component failures, manufacturing flaws, design defects or inadequate disclosure of
product-related risks or information. These factors could result in product liability or warranty
claims; we could be named as a defendant in such claims, and any insurance that we carry may
not be sufficient or it may not apply to all situations. Similarly, our customers could be
subjected to claims as a result of such accidents and bring claims against us to hold us
accountable.

In addition, in the event that our products fail to perform as expected or such failure of
our products results in a recall, our reputation may be damaged, which could make it more
difficult for us to sell our products to existing and prospective customers and could materially
and adversely affect our business, results of operations and financial condition.

We typically provide a one-year warranty period for our products. The occurrence of any
material defects in our products could make us liable for damages and warranty claims. We
could incur significant costs to correct any defects, warranty claims or other problems,
including costs related to product recalls. Warranty, recall, product liability claims, or negative
publicity may result in litigation, including class actions, the occurrence of which could be
costly, lengthy and distracting and adversely affect our business and operating results.

Any disruption to the operation of our production bases could restrict our ordinary
business operations and materially and adversely affect our financial condition and
results of operations.

During the Track Record Period, we had two production bases, namely, the Suzhou
production base and the Zhuhai production base. The operation of our production bases may
be disrupted by physical damage from fires, floods, earthquakes, typhoons, power outages,
mechanical breakdowns, telecommunications failures, loss of licenses, certifications and
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permits, changes in governmental planning for the underlying land, and the regulatory
development, many of which are beyond our control. As our production process, especially
wafer epitaxial growth processing and safety-critical operations, require substantial amounts of
electricity, any power outage, disruption or shortage in power supply could therefore have a
materially adverse impact on our production and employee safety.

As part of our production operations, we are engaged in certain inherently risky and
hazardous activities, including, among other things, use of special equipment and management
of special gases. Therefore, we are subject to risks associated with these activities, including
gas leakages, equipment failures, industrial accidents, fires and explosions. While we believe
we have adequate systems of safe production and related training, these risks can result in
personal injuries and fatalities, damage to or destruction of properties or production facilities,
and pollution and other environmental damages. Any of these consequences, if significant,
could disrupt the operation of our production bases and result in business interruption and legal
liability, and materially and adversely affect our financial condition and results of operations.

Failure to successfully execute capacity expansion plans and our equipment maintenance
and upgrades or to effectively utilize our production bases may have a material adverse
effect on our business, financial condition and results of operations.

Our growth prospects and future profitability depend on, among other things our ability
to upgrade the production capability and increase production capacity, either generally or with
respect to demand from customers for particular products.

To successfully upgrade our production capability and expand production capacity, we
need to make cost-effective and efficient upgrade and expansion plans, expand and construct
new facilities, maintain and purchase production equipment, and hire and train professionals
necessary to operate such facilities or equipment, all of which may be affected by several
factors including, but not limited to, the following:

• availability of working capital for constructing facilities or purchasing equipment;

• delays in completion of construction and shortages or delays in the delivery of
equipment;

• difficulties or delays which may arise in installing the equipment; and

• implementation of new production processes.

We cannot guarantee that our upgrade or expansion plan, if implemented, will be
operationally or financially successful and substantiated by sufficient market demand for or
profit margin of our products. If we are unable to implement the upgrade or expansion plan
cost-effectively and efficiently, our business and profitability may be adversely affected.
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In addition, if we do not receive sufficient orders from our customers to effectively utilize
our production bases, we may be subject to low utilization rates of production capacity or
over-capacity for our production bases, which may hurt our profitability and results of
operations. Furthermore, if market demand declines in the future, we may not be able to recoup
the costs incurred for construction of any new production bases or expansion of any existing
facilities and maintenance of expanded production capacity. Further, our Company has entered,
and may in the future enter, into agreements for our expansion plans. Any delay or cancellation
of our expansion plan or any failure to fulfill related commitments could also subject us to
penalties or disputes with various counterparties. As a result, our business, financial condition,
results of operations and prospects may be materially and adversely affected.

If we fail to maintain adequate inventory, or if we mismanage our inventory, we could lose
sales or incur high inventory-related expenses, which could negatively affect our financial
condition and results of operations.

Our inventories mainly include raw materials, semi-finished products and WIP and
finished products. As of December 31, 2021, 2022, 2023 and June 30, 2024, we had inventories
of RMB82.0 million, RMB382.1 million, RMB416.8 million and RMB440.7 million,
respectively. Our business model requires us to manage our inventories efficiently.

We depend on our demand forecasts to make purchase decisions for raw materials and
consumables and to pace our production progress to manage our inventories. Such demand,
however, can change significantly from time to time and we may not always be able to
accurately make predictions. Demand may be affected by general market conditions, end
market conditions, new product launches, pricing and discounts, and not all of them are within
our control. In addition, as we develop and market a new product, we may not be successful
in establishing stable and favorable supplier relationships or accurately forecasting demand.
The acquisition of certain types of raw materials and consumables may require significant lead
time and prepayment and they may not be returnable. Furthermore, as we plan to continue
expanding our product offerings, we expect to include a wider variety of raw materials and
consumables, which will make it more challenging for us to manage our inventory and logistics
effectively.

Our inventories are carried at the lower of cost and net realizable value. Cost comprises
all costs of purchase and other costs incurred in bringing the inventories to their present
location and condition. Net realizable value is the estimated selling price in the ordinary course
of business less the estimated costs of completion and the estimated costs necessary to make
the sale. During the Track Record Period, we had write down of inventories of RMB56.4
million, RMB64.3 million in 2021, 2022, respectively and reversal of inventory write-down of
RMB2.0 million in 2023, and we had write down of inventories of RMB45.5 million in the six
months ended June 30, 2024. See “Financial Information — Discussion of Certain Key Balance
Sheet Items — Inventories.” If we continue to experience inventory write down, our
profitability, financial results and prospects will be negatively affected.
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We cannot guarantee that our inventory levels will be able to swiftly meet the demands
of customers, which may adversely affect our revenue. We also cannot guarantee that all of our
inventory can be sold as products within a reasonable period of time. If we fail to manage our
inventory effectively, we may be subject to increased inventory storage costs, a heightened risk
of inventory obsolescence, a decline in inventory value and significant inventory write-offs.
Any of the above may materially and adversely affect our results of operations and financial
condition. On the other hand, if we underestimate demand for our products, or if our suppliers
fail to supply in a timely manner, we may experience inventory shortages, which might result
in diminished customer base and lost of revenue, any of which could harm our business,
financial condition and results of operations.

If we are unable to manufacture or deliver high quality products on schedule and on a
large scale, our business may be materially and adversely affected.

Mass production of our GaN power semiconductor products is crucial to our future
financial prospects. As an IDM company, we control the entire production process to timely
meet our customers’ shipment orders. Although we have been ramping up our production
capacity, we may face difficulties managing our production facilities and meeting our delivery
deadlines when there is a surge in customer demand. If any of our production facilities
experiences interruptions, delays or disruptions in supplying products, our ability to deliver
products to customers would be impeded. Failure to fulfill customers’ requirements and quality
control problems that occur in the manufacturing process could prevent us from meeting the
stipulated delivery deadline. For example, a decline in yield rates would adversely affect our
production efficiency and product quality. We may also experience delays in shipments caused
by our third-party logistic service providers. These delays or product quality issues could have
an immediate and material adverse effect on our ability to fulfill orders and damage our
reputation and brand, affecting our business, results of operations and financial condition.

Further, if our production facilities or suppliers experience any difficulties or shortages
of raw materials, or if our suppliers are otherwise unable or unwilling to continue to provide
raw materials in required volumes or at all, our supply may be disrupted, and we may be
required to seek alternate sources of supply. The process would be time-consuming and could
be costly and impracticable. Interruptions to supply will have an adverse effect on our ability
to meet scheduled product deliveries and subsequently lead to the loss of sales.
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The expansion into overseas markets may expose us to operational, financial and
regulatory risks.

During the Track Record Period, our products were primarily sold in the PRC. As we
started to expand overseas, in 2023 and the six months ended June 30, 2024, our revenue from
overseas sales amounted to RMB58.0 million and RMB40.4 million, respectively. Sales to our
customers outside mainland of the PRC accounted for 0.3%, 4.5%, 9.8%, 3.0% and 10.5% of
our total revenue for 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024,
respectively. Expanding our global footprint and growing overseas sales is an important part
of our future growth, but these efforts may not be successful. Overseas operations are subject
to a number of risks, including but not limited to:

• foreign exchange control and exchange rate fluctuations;

• increased costs associated with maintaining the ability to understand the local
markets and develop and maintain effective marketing and distributing presence in
various countries;

• difficulties and costs related to providing after-sales services and customer support
in these markets;

• difficulty with staffing and managing overseas operations;

• failure to develop and implement appropriate risk management and internal control
structures tailored to overseas operations;

• difficulty and cost relating to compliance with different commercial and legal
requirements of the overseas markets in which we offer or plan to offer our products;

• failure to obtain or maintain permits for our products or services in these markets;

• inability to obtain, maintain or enforce intellectual property rights;

• stringent consumer protection and product compliance regulations on our
customers’ products;

• unanticipated changes in prevailing economic conditions and regulatory
requirements; and

• trade barriers such as export requirements, tariffs, taxes and other restrictions and
expenses.

The occurrence of any of these risks could negatively impact our overseas expansion and
consequently our business, financial condition and results of operating.
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Our brand is integral to our success. If we fail to effectively maintain, promote and
enhance our brand, our business and competitive advantage may be harmed.

We believe that maintaining and enhancing our well-recognized brand is crucial to the
success of our business and sustaining our market position. We operate in a highly competitive
market characterized by rapid technological evolution, swift changes in customer demands and
preferences, frequent introduction of new products and services, and the constant emergence
of new industry standards and practices.

As a GaN power semiconductor company operating under the IDM model, we face
competition and challenges from various market participants, including fabless companies,
foundry companies, and other power semiconductor companies entering the GaN market.
Fabless companies possess design capabilities and technological prowess, while foundry
companies have competitive production advantages. Furthermore, established IDM companies
that have historically specialized in silicon-based power semiconductors are now entering the
GaN market, leveraging their well-established infrastructure and expertise. These companies
present a challenge as they bring decades of experience in large-scale production and an
existing customer base, while also ramping up efforts to adapt their production lines to GaN
technology.

In addition, the successful promotion of our brand will depend on the effectiveness of our
marketing efforts and word-of-mouth referrals we receive from satisfied customers. We may
incur extra expenses in promoting our brand. The results of such initiatives may not cover the
costs of the increased investment. We cannot guarantee that our marketing efforts will be
successful, or that they will yield significant benefits that justify the costs. Any such failure
may result in our declining market recognition and position, and materially and adversely
affect our business, financial condition and results of operations.

We have limited control over the operations of our distributors. Our business may be
negatively affected due to risks relating to the acts of our distributors and their potential
breach of distribution agreements.

We rely on third-party professional distributors for marketing, branding and sales of our
products. The performance of our distributors, their ability and distribution network to sell our
products are crucial to our rapid growth, which may have direct impacts on our revenue and
profitability. There can be no assurance that we will be successful in detecting any
non-compliance of our distributors with the provisions of their distribution agreements.
Non-compliance by our distributors could negatively affect our brand reputation and disrupt
our sales.

Furthermore, we may be exposed to the risks of fraud or other misconduct committed by
our distributors. Fraud or other misconduct by our distributors may involve engaging in
unauthorized misrepresentation to our customers, misappropriating third-party intellectual
property and other proprietary rights and engaging in bribery or other unlawful payments. In
any such event, we could, as a result, incur liability to our customers for fraud or misconduct

RISK FACTORS

– 70 –



committed by such distributor. Any claims could subject us to costly litigation and impose a
significant strain on our financial resources and attention of management personnel regardless
of whether the claims have merit, any of which could result in complaints from our customers,
regulatory and legal liabilities, as well as serious harm to our reputation.

An increase in prices of raw materials or shortage in supply may disrupt our supply chain,
increase our production costs and delay deliveries of our products to customers.

We depend on third-party suppliers to provide a variety of materials necessary for the
manufacturing of our GaN products, including monocrystalline silicon substrates, photoresists,
cleaning fluids, sputtering targets and special gases. Our material costs allocated to cost of
sales amounted to RMB23.6 million, RMB27.2 million, RMB67.7 million, RMB38.3 million
and RMB37.6 million, respectively, in 2021, 2022, 2023 and the six months ended June 30,
2023 and 2024, representing 9.5%, 5.1%, 7.1%, 7.1% and 8.0% of our total cost of sales for
the respective periods. Our production volume and production costs depend on our ability to
source key raw materials at competitive prices. However, the raw materials we use are subject
to price volatility caused by external factors, such as commodity price fluctuations, changes in
supply and demand, logistics and processing costs, our bargaining power with suppliers,
inflation and governmental regulations and policies. We typically negotiate prices with our
suppliers on an annual basis or through a bidding process, and we set out the terms in
framework agreements that generally span a period of either one or three years. We have
adopted comprehensive policies and measures to manage the price fluctuations of raw
materials. See “Business — Procurement and Supply Chain Management — Raw Materials and
Procurement.”

Any shortages or delay in the supply of our raw materials could result in occasional price
adjustments or cause delays in our production and delivery to customers. We may in the future
experience price fluctuations and supply shortages of certain raw materials, and the
predictability of the availability and pricing of these materials may be limited. If we are unable
to keep up with demand for our products because of failing to obtain the materials needed to
successfully manufacture and deliver our products in a timely manner, our business could be
materially impaired, and market acceptance for our products could be adversely affected.

We may have limited control over the quality, availability and costs of our packaging,
testing and assembly service providers.

We engage certain packaging, testing and assembly service providers to carry out GaN
modules assembly as well as packaging and testing for our GaN products. Our inability to hire
qualified service providers may hinder our ability to complete a project successfully. Our
regular monitor and quality checks on the performance of service providers may not be
effective or sufficient to ensure their service quality. We are exposed to legal liabilities if we
are not able to monitor the performance of our service providers, or if our service providers
violate any laws, rules or regulations in connection to matters such as environmental
protection, and health and safety, which may affect their renewal of relevant registrations or
license or may even lead to revocation of their registrations or license.
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In addition, the engagement of service providers also exposes us to risks associated with
any non-performance, delayed performance or substandard performance by our service
providers. In such case, we will have to appoint replacement service providers and additional
costs will be incurred. We may also incur additional costs or be subject to liability due to delay
in schedule or defect in the works of our service providers or if there is any accident causing
personal injuries or death of our service providers’ employees. These events may impact our
profitability, financial results and reputation, as well as result in litigation or damages claims.

We rely on third-party service providers and business partners to provide products and
services to us and our customers.

We work with a broad range of third-party service providers and business partners,
including logistic service providers and construction service providers. These third parties are
also subject to their own risks relating to business interruption, systems and employee failures,
and cybersecurity and data protection, and are also subject to their own legal, regulatory and
market risks.

Our third-party service providers and business partners may not fulfill their respective
commitments and responsibilities in a timely manner and in accordance with the terms agreed
upon or applicable laws. In addition, while we have procedures in place for assessing risks
along with selecting, managing and monitoring our relationships with third-party service
providers, suppliers and business partners, we do not have control over their business
operations or governance and compliance systems, practices and procedures, which may
increase our financial, legal, operational and reputational risk. If we are unable to effectively
manage our relationships with third-party service providers, suppliers and business partners, or
for any reason our third-party service providers, suppliers or business partners fail to
satisfactorily fulfill their commitments and responsibilities, our business, results of operations
and financial condition could suffer. Upon expiry of existing contracts with third parties, we
may not be able to renew such contracts at terms commercially favorable to us, if at all, or find
an appropriate substitute in a timely manner, in which case our business may be adversely
affected.

We are exposed to concentration risk of reliance on our major customers and suppliers.

During the Track Record Period, we generated a majority portion of our revenue from our
major customers, primarily including leading providers of semiconductor manufacturing
services, high-tech companies specializing in new energy technology as well as Tier-1
suppliers of automotive OEMs. Revenue generated from our five largest customers in each
period during the Track Record Period accounted for 63.5%, 39.7%, 56.3% and 49.1% of our
total revenue for the respective periods. Meanwhile, we rely on our suppliers, primarily
including suppliers of construction services, equipment and packaging, testing and assembly
services. Purchases from our five largest suppliers in each period during the Track Record
Period accounted for 46.4%, 38.8%, 55.6% and 45.6% of our total purchases for the respective
periods.
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Our reliance on these major customers and suppliers subjects us to the concentration and
counterparty risk from these customers and suppliers. We cannot assure you that we will be
able to maintain our relationships with our major customers and suppliers in the future.
Moreover, we cannot guarantee that our major customers or suppliers will not have a change
of business scope or business model or will continue to maintain their market position and
reputation. Any material adverse change to the operation, financial performance or financial
condition of our major customers and suppliers may result in material adverse impact on their
business with us. For example, if our major customers cease to purchase our products, or if the
supply of assembly and testing services is disrupted or delayed, there can be no assurance that
we will be able to find new customers with similar level of demands or new suppliers with
similar supply capacity on comparable commercial terms within a reasonable period of time,
or at all. Should any of these occur, our business, financial condition, results of operations and
profitability may be adversely affected.

We face risks of sharing relevant R&D results and intellectual properties with our
collaboration partners.

During the Track Record Period and up to the Latest Practicable Date, we collaborated
with universities and research institutions to conduct R&D on certain technologies and shared
certain R&D results. We also jointly applied for patents with our collaboration partners. We
may enter into similar arrangements with our collaboration partners and other third parties in
the future. Should the arrangements not be clearly articulated, they could lead to limited use
of relevant shared R&D results, and the ownership of such shared R&D results may be unclear.
There is no assurance that our relevant counterparties would not advertently or inadvertently
misuse the R&D results that we collaboratively form, or advertently or inadvertently
misappropriate the R&D results owned solely by us and that are incidentally shared during our
collaboration with them. Our business, financial condition and results of operations may be
adversely impacted if any of the aforementioned incidents happen.

We may need to raise additional capital in the future in order to execute our business
plan, which may not be available on acceptable terms, or at all.

We may need additional capital in the future to fund our continued operations, and we
may be unable to raise additional funds, whether through equity or debt financing, when
needed on favorable terms or at all. If we do raise additional capital through public or private
equity offerings, the ownership interest of our existing shareholders, including investors in this
offering, will be diluted, and the terms of these securities may include liquidation or other
preferences that adversely affect our shareholders’ rights. If we raise additional capital through
debt financing, we may be subject to covenants limiting or restricting our ability to take
specific actions, such as incurring additional debt, making capital expenditures or declaring
dividends. Any failure to raise capital as and when needed could have a negative impact on our
financial condition and on our ability to pursue our business plans and strategies.
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We incurred gross loss for the sales of our GaN products and had total deficit during the
Track Record Period.

Our results of operations have been, and may continue to be, influenced by the expansion
of our production lines and product offerings. In the early stage of business development, we
recorded revenue from sales of limited number of qualified products produced during process
and equipment commissioning. We also incurred substantial expenses before achieving
economies of scale, such as labor costs, construction expenditures, renovation costs, rental
expenses, equipment costs, compliance costs and other upfront costs. For the years ended
December 31, 2021, 2022 and 2023, we recorded gross losses of RMB181.5 million,
RMB394.1 million, RMB362.1 million, and we recorded gross losses of RMB234.6 million
and RMB83.2 million in the six months ended June 30, 2023 and 2024, respectively, primarily
because we were at the early stage of overall business development. See “Financial Information
— Period-To-Period Comparison of Results of Operations.” In addition, we had total deficit of
RMB4,125.4 million as of December 31, 2021, which turned into total equity of RMB2,960.1
million, RMB1,963.9 million and RMB2,203.5 million as of December 31, 2022 and 2023 and
June 30, 2024, respectively. Our deficit may limit our ability to obtain additional financing on
favorable terms, or at all, which could hinder our ability to invest in new projects, expand our
operations or respond to competitive pressures. The deficit may also restrict our ability to
allocate funds towards essential operational activities, such as research and development,
marketing, and talent acquisition. This could impair our ability to innovate and compete
effectively in the market.

We remain committed to actively extending the application areas of our GaN products,
while continuing to expand our product offerings. Such expansion may not be consistently
successful and may incur losses if the revenue from the sales of our GaN products fails to offset
our costs, which may materially and adversely affect our financial condition, results of
operations and prospects.

We have incurred net losses, adjusted net losses (non-HKFRS measure) and net operating
cash outflows throughout the Track Record Period, and we may continue to incur net
losses, adjusted net losses (non-HKFRS measure) and net operating cash outflows in the
near future.

For the years ended December 31, 2021, 2022 and 2023, we incurred loss for the period
of RMB3,399.3 million, RMB2,205.5 million and RMB1,101.9 million, and we had loss for the
period of RMB579.7 million and RMB488.0 million in the six months ended June 30, 2023 and
2024, respectively. Our net cash used in operating activities amounted to RMB562.1 million,
RMB936.3 million, RMB593.6 million, RMB240.9 million and RMB155.5 million,
respectively, in 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024. Our net
losses and adjusted net losses (non-HKFRS measure), as well as the net operating cash
outflows during the Track Record Period, were primarily due to (i) the significant depreciation
of production equipment prior to the realization of economies of scale; (ii) the significant
amount of R&D expenses recognized during the Track Record Period; and (iii) the increasing
selling and marketing expenses during the Track Record Period. We anticipate that our cost of
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sales and operating expenses will further increase in the foreseeable future as we continue to
grow our business, expand geographically, invest and innovate our technology infrastructure,
and further broaden our service offerings. We also expect to incur net loss, adjusted net losses
(non-HKFRS measure) and net operating cash outflows in 2024.

We plan to improve our profitability through (i) achieving sustained growth in revenue;
(ii) narrowing gross loss margin; (iii) improving operating efficiency; and (iv) improving cash
flow performance. However, our future profitability will depend on a variety of factors,
including the expansion and performances of our existing business, competitive landscape,
customer preference and macroeconomic and regulatory environment. Our revenues may not
grow at the rate we expect and it may not increase sufficiently to offset the increase in our costs
and expenses. We may continue to incur losses in the future and we cannot assure you that we
will eventually achieve our intended profitability. In addition, we may still record negative
cash flow in the future and need to seek external financing to support our operations, such as
available equity financing or bank facilities.

We may be exposed to credit risk arising from our trade receivables. Failure to collect our
trade receivables in a timely manner or at all could have a material and adverse impact
on our business, financial condition, liquidity and prospects.

Our trade and other receivables primarily include amounts due from our customers for
products in the ordinary course of business. As of December 31, 2021, 2022, 2023 and June 30,
2024, our trade and other receivables amounted to RMB224.9 million, RMB150.4 million,
RMB337.0 million and RMB387.6 million, respectively. The credit period granted to our
customers was generally within 30 days to 90 days from the date of billing. See “Financial
Information — Discussion of Certain Key Balance Sheet Items — Trade and Other
Receivables” in this prospectus.

We cannot assure you that we will be able to collect all or any of our trade receivables
on time, or at all. Our customers may face unexpected circumstances. Our trade receivables
turnover days decreased from 201.4 days in 2021 to 134.7 days in 2022, further shortened to
132.5 days in 2023 and, as a result of our enhanced management of trade receivables. Our trade
receivable turnover days remained relatively stable at 133.2 days in the six months ended June
30, 2024. We may not be able to receive such customers’ payment of uncollected debts in full,
or at all, and may be exposed to credit risk. The occurrence of such event would materially and
adversely affect our financial condition and results of operations.

The fair value of our financial assets at fair value through profit or loss may face
uncertainties and be subject to fluctuations as the valuation of its fair value involves the
use of unobservable inputs.

During the Track Record Period, we recorded financial assets at fair value through profit
or loss (“FVPL”) which primarily consisted of wealth management products in banks in the
PRC and Korea with variable interest rates. We had financial assets at FVPL of RMB1,000.2
million, RMB658.9 million, RMB20.1 million and RMB70.4 million as of December 31, 2021,
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2022, 2023 and June 30, 2024, respectively. We managed and evaluated the performance of
investments on a fair value basis in accordance with our business needs and investment
strategy. Details of the fair value measurement of financial assets at FVPL, particularly the fair
value hierarchy, the valuation techniques and key inputs, including significant unobservable
inputs, and the relationship of unobservable inputs to fair value are disclosed in Note 28(e) to
the Accountants’ Report in Appendix I to this Prospectus. The fair value of our financial assets
measured at fair value through profit or loss is subject to potential fluctuations. The valuation
of these assets involves the use of unobservable inputs, which can be inherently subjective and
may not accurately reflect market conditions. Changes in assumptions or methodologies used
in the valuation process could lead to substantial variations in the reported fair value of these
financial assets. Consequently, any adverse changes in the fair value of these assets could
materially and adversely affect our financial condition and results of operations.

Expiration of, or changes to, certain government incentives, government grants and
preferential tax treatments which we are entitled to could adversely affect our financial
condition and results of operations.

We benefited from preferential tax treatment and government grants during the Track
Record Period. The PRC EIT Law and its implementation rules have adopted a statutory
enterprise income tax rate of 25%. However, the income tax of an enterprise that has been
determined to be a high-technology enterprise can be reduced to a preferential rate of 15%. In
addition, under the PRC EIT Law and its relevant regulations, 100% additional tax deduction
is allowed for qualified R&D costs from 1 January 2021 to 31 December 2023. If we cease to
be entitled to preferential tax treatment or if the relevant PRC laws and regulations change, our
income tax expenses may increase, which would adversely affect our financial condition and
results of operations.

During the Track Record Period, we recorded government grants of RMB46.7 million,
RMB17.8 million, RMB38.8 million, RMB7.8 million and RMB26.7 million in 2021, 2022,
2023 and the six months ended June 30, 2023 and 2024, respectively, which mainly consist of
specific subsidies and other subsidies. See “Financial Information — Period-to-Period
Comparison of Results of Operations — Other Net Income.” We cannot assure you that we will
continue to receive and benefit from such grants in the future.

We have granted, and may continue to grant, certain awards under our share incentive
plans, which may result in increased share-based compensation expenses, affect our
financial condition and results of operations, and potentially dilute the shareholding of
our existing shareholders.

We adopted share incentive plans including share-based compensation for the benefit of
our Directors, Supervisors and employees to incentivize and reward the eligible persons who
have contributed to our success. In 2021, 2022, 2023 and the six months ended June 30, 2023
and 2024, we incurred share-based payments of RMB19.7 million, RMB30.6 million,
RMB86.4 million, RMB30.7 million and RMB88.1 million, respectively. We believe the
granting of share-based compensation is of significant importance to our ability to attract and
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retain key personnel and employees. Nevertheless, share-based compensation expenses would
potentially dilute the shareholding of existing shareholders. We may continue to grant
share-based compensation awards to employees in the future. As a result, our expenses
associated with share-based compensation may increase, which may affect our financial
condition and results of operations. We may re-evaluate the vesting schedules, lock-up period,
or other key terms applicable to the grants under the share incentive plan from time to time.
If we choose to do so, we may experience a substantial change in our share-based
compensation expenses in the reporting periods following this offering.

Our results of operations are affected by seasonal fluctuations.

Our results of operations are affected by seasonal fluctuations in demand for our products
for consumer electronics, as impacted by market trends of the consumer electronics industry.
In particular, due to the impacts of the public holidays such as the Spring Festival and the
stocking and sales cycles of customers before or around holidays, we typically experience
higher sales in the second and fourth quarters throughout the year. See “Financial Information
— Key Factors Affecting Our Results of Operations — Seasonality.” If we are unable to
increase our production capacity to meet demand, we may lose potential sales and our
customers may seek other sources to meet their needs. If we are unable to manage our
production capacity during a seasonal or market-related downturn in demand, we may be
unable to control costs. Our inability to react to changes in seasonal or cyclical demand on a
timely basis may have a material adverse effect on our business, financial condition and results
of operations.

Downturns or volatility in general economic conditions could have a material adverse
effect on our business, financial condition, results of operations and liquidity.

Our sales and profitability depend significantly on general economic conditions and the
demand for the end products in the markets in which our customers compete. Weaknesses in
the economy and financial markets can lead to lower demand in our target product groups.
Economic uncertainty affects businesses such as ours in a number of ways, making it difficult
to accurately forecast and plan our future business activities. A decline in end-user demand can
affect the demand of the customers for our products, and the tightening of credit in financial
markets may lead consumers and businesses to postpone spending, either of which may cause
our customers to cancel, decrease or delay their existing and future orders with us.

We may not accurately assess the impact of changing market and economic conditions on
our business and operations. Any adverse changes in economic conditions, including any
recession, economic slowdown or disruption of credit markets, may also lead to lower demand
for our products. In addition, financial difficulties experienced by our suppliers or distributors
could result in product delays, increased accounts receivable defaults and inventory challenges.
All these factors related to global economic conditions, which are beyond our control, could
adversely impact our business, financial condition, results of operations and liquidity.
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Any failure to obtain requisite approvals, licenses or permits applicable to our business
operation may have a material and adverse impact on our business, financial condition
and results of operations.

In accordance with the laws and regulations in the jurisdictions in which we operate, we
are required to maintain various approvals, licenses, permits and certifications in order to
operate our business. See “Business — Licenses, Approvals and Permits.” Complying with
such laws and regulations may require substantial expense and may impose a significant
burden, while any noncompliance may expose us to liability. Furthermore, the regulatory
requirements of certain sectors, such as data security and cybersecurity are relatively new and
continuously evolving. Please see “Regulatory Overview — Regulations on Cybersecurity and
Data Protection” for further details. Therefore, with the introduction and enactment of new
laws and regulations, as well as the refinement of interpretations and applications of existing
ones, we cannot assure you that we will not be found in violation of any future laws,
regulations and policies or any of the laws, regulations and policies currently in effect due to
changes and developments in this regard. If we fail to maintain compliance with law, or
otherwise fail to complete, obtain or maintain any of the required licenses or approvals or make
the necessary filings in any of the jurisdiction where we operate our business, we may be
subject to adverse consequences.

In addition, in the event that we are required to renew our existing licenses or permits or
acquire new ones, whether as a result of the promulgation of new laws and regulations or
otherwise, we cannot assure you that we will be able to meet the requisite conditions and
requirements, or obtain all requisite approvals, licenses, permits and certifications in a timely
manner. If we are unable to obtain, or experience material delays in obtaining, necessary
government approvals, our operations may be substantially disrupted, which could materially
and adversely affect our business, financial condition and results of operations.

Security breaches and other disruptions could compromise our confidential and
proprietary information, which could cause our business and reputation to suffer.

We collect and store business data and transaction data generated during or in connection
with our business operations, including our business and transactions with our customers,
suppliers and business partners. See “Business — Data Security and Privacy.” The secure
maintenance of such data is critical. Despite our data security and protection measures, our
information technology and infrastructure may be vulnerable to breaches by hackers, employee
error, malfeasance or other disruptions such as natural disasters, power losses or
telecommunication failures. Any such breach could compromise our networks and the
information stored therein, possibly resulting in legal and regulatory actions, disruption of
operations and customer services, and otherwise harming our business, reputation and future
operations.
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Our employees or other third parties may engage in misconduct or other improper
activities, including noncompliance with regulatory standards and requirements, which
could cause significant liability for us, harm our reputation or otherwise result in other
consequences that may have a material adverse effect on our business, financial condition
and results of operations.

Misconduct could include violations of laws, fraud or other improper activities. Examples
could include the failure to comply with our policies and procedures or with regulatory
requirements relating to environmental, health or safety matters, bribery of foreign government
officials, import-export controls, lobbying or similar activities, and any other applicable laws
or regulations. Although we have implemented policies, procedures and controls to prevent and
detect these activities, these precautions may not prevent all misconduct, and as a result, we
could face unknown risks or losses. Our failure to comply with applicable laws or regulations
due to misconduct or other improper activities by any of our employees, suppliers, agents or
business partners could damage our reputation and may subject us to fines and penalties,
restitution or other damages, or loss of current and future customer contracts, any of which
would adversely affect our business, financial condition and results of operations.

We may not have sufficient insurance coverage to cover our potential liability or losses
and as a result, our business, financial conditions, results of operations and prospects may
be materially and adversely affected should any such liability or losses arise.

We face various risks in connection with our business and may lack adequate insurance
coverage or have no relevant insurance coverage. As of the Latest Practicable Date, we
obtained and maintained insurance policies that we believe are customary for businesses of our
size and type and in line with standard commercial practice in China. As of the Latest
Practicable Date, we had not maintained product liability insurance, and do not carry any
business interruption or litigation insurance. See “Business — Insurance.” We cannot
guarantee that a product liability claim or other litigation will not be brought against us in the
future, or that we will be able to purchase product liability insurance or other related insurance
on acceptable terms. If we were to incur substantial losses or liabilities due to fire, explosions,
floods or other natural disasters, disruption in our network infrastructure, production facilities
or business operations, or any material litigation, our results of operations could be materially
and adversely affected. Our current insurance coverage may not be sufficient to prevent us
from suffering any loss and there is no certainty that we will be able to successfully claim our
losses under our current insurance policy on a timely basis, or at all. If we were held liable for
uninsured losses or amounts and claims for insured losses exceeding the limits of our insurance
coverage, our business, financial conditions, results of operations and prospects may be
materially and adversely affected.
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We are subject to potential material and adverse effects in respect of defects in our
existing properties owned and leased in China.

As of the Latest Practicable Date, we leased seven buildings with an aggregate gross floor
area of approximately 5,379.7 sq.m as our offices and employee dormitories. As of
the Latest Practicable Date, we completed the registration of three lease agreements for these
leased buildings with the relevant competent authorities in accordance with applicable laws
and regulations in China. As advised by our PRC Legal Advisor, if we or the landlords fail to
register such lease agreements for our leased buildings as required by the relevant competent
authorities, we may be subject to a fine of RMB1,000 to RMB10,000 for each of the
unregistered lease agreement. There can be no assurance that the relevant government
authorities would not impose administrative penalties on us as a result of the non-registration
of these lease agreements.

Our property valuation is based on certain assumptions which, by their nature, are
subjective and uncertain and may materially differ from actual results.

Valuations of our selected property interest as of October 31, 2024 prepared by Jones
Lang LaSalle Corporate Appraisal and Advisory Limited, an independent property valuer, are
set forth in the valuation report set out as Appendix III to this prospectus. The valuations are
made based on assumptions which, by their nature, are subjective and uncertain and may differ
from actual results. In addition, unforeseeable changes in general and local economic
conditions or other factors beyond our control may affect the value of our properties. As a
result, the valuation of our properties may differ materially from the price we could receive in
an actual sale of the properties in the market and should not be taken as their actual realizable
value or an estimation of their realizable value.

We face risks related to natural disasters, health epidemics and other outbreaks, which
could significantly disrupt our operations.

Our business could be materially and adversely affected by natural disasters, such as
snowstorms, earthquakes, fires or floods, outbreaks of a widespread health epidemic or
pandemic, or other events such as wars, acts of terrorism, environmental accidents, power
outages or communication interruptions. Such events may also significantly affect our industry
and may even cause a temporary closure of the facilities we or our business partners use for
our operations, which would severely disrupt our operations and have a material adverse effect
on our business, financial condition and results of operations. Our operations could be
disrupted if any of our employees or employees of our business partners were suspected of
having any of the epidemic or pandemic illnesses, since this could require us or them to
quarantine some or all of such employees or disinfect the facilities used for our operations. In
addition, our revenue and profitability could be materially reduced to the extent that a natural
disaster, health epidemic or pandemic or other outbreaks harm the global or PRC economy in
general.
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RISKS RELATING TO OUR BUSINESS AND INDUSTRY IN THE PRINCIPAL PLACE
OF OUR BUSINESS

Changes in China’s or global economic, political or social conditions or government
policies in the countries and regions where we operate could have a material and adverse
effect on our business and operations.

Substantially all of our operations are located in China. Accordingly, our business,
financial condition, results of operations and prospects may be influenced to a significant
degree by political, economic and social conditions in China generally and by continued
economic growth in China as a whole.

The Chinese economy has experienced significant growth over the past decades, and the
Chinese government has implemented various measures to encourage economic growth. Some
of these measures may benefit the overall Chinese economy, but may not have the same effect
on us. Any economic downturn, whether actual or perceived, further decrease in economic
growth rates or an otherwise uncertain economic outlook in our geographic markets or any
other market in which we may operate could affect our business, financial condition and results
of operations.

In addition, the global economic, political and social conditions are evolving rapidly and
are subject to uncertainties. For example, health epidemics have caused significant downward
pressure for the global economy. Geopolitical tension and conflicts, energy crisis, inflation
risk, interest rate increases, instability in the financial system, and the tightening of monetary
policy by the U.S. Federal Reserve impose new challenges and uncertainties on the global
economy. It is unclear whether these challenges and uncertainties will be contained or resolved,
and what effects they may have on the global political and economic conditions in the long
term. Furthermore, sanctions and export control measures are unilaterally imposed by the U.S.
or other jurisdictions from time to time. These measures may have a significant impact on the
targeted countries, markets and/or entities. Chinese companies may be affected by such
sanctions or export control measures. We may also be exposed to risks in dealing with business
partners subject to sanctions or export controls. As a result, we could be required to incur
additional costs to comply with these complicated regulations and measures and could face
penalties for any violation, even if inadvertent.

Holders of our H Shares may be subject to PRC income tax on dividends from us or on
any gain realized on the transfer of our H Shares.

As is customary with all major economies, China has tax treaties or similar arrangements
with jurisdictions across the world. Under the EIT Law and its implementation rules and Notice
on the Issues concerning Withholding the Enterprise Income Tax on the Dividends Paid by
Chinese Resident Enterprises to H-share Holders Which Are Overseas Non-resident
Enterprises (�•�ë�õ�•
7�¢�O�†�8�£�¤�. H�p�¢�¢�O�†�8�p���|�ï�p�¹�þ�Ô�þ�®�†�8�Ô
{�ü�Þ
�ë
*�Z�Y�·�]�‘ ) (Guo Shui Han [2008] No. 897) (
7�ü�L [2008]897�î ), dated November 6,
2008, issued by the SAT, subject to any applicable tax treaty or similar arrangement between
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China and your jurisdiction of residence that provides for a different income tax arrangement,
PRC withholding tax at the rate of 10% is normally applicable to dividends from PRC sources
payable to investors that are resident enterprises outside of the PRC, which do not have an
establishment or place of business in the PRC, or which have such establishment or place of
business if the relevant income is not effectively connected with the establishment or place of
business. Any gain realized on the transfer of shares by such investors is subject to 10% (or
a lower rate) PRC income tax if such gain is regarded as income derived from sources within
the PRC unless a treaty or similar arrangement otherwise provides. As of the Latest Practicable
Date, there were no specific rules on how to levy tax on gains realized by non-resident
enterprise holders of H Shares through the sale or transfer by other means of H Shares.

Under the Individual Income Tax Law of the PRC (�•�•
6�[�O�•�q
7�H�[�Ô
{�ü�,�‘ )
and its implementation rules, income and gains from sources within the PRC paid to foreign
individual investors who are not residents in the PRC are generally subject to a PRC
withholding tax at a rate of 20%, unless specifically exempted by the tax authority of the State
Council or reduced or eliminated by an applicable tax treaty. Pursuant to the Circular on
Questions Concerning the Collection of Individual Income Tax Following the Repeal of Guo
Shui Fa [1993] No. 045 (�•�ë�õ
7�ü�ï [1993]045�î�Ö�•�;�ß���Þ�ë�H�[�Ô
{�ü�D�M
*�Z�Y�·
�]�‘ ) (Guo Shui Han [2011] No. 348) (
7�ü�L [2011]348�î ) dated June 28, 2011, issued by the
SAT, dividends paid to non-PRC resident individual holders of H Shares are generally subject
to individual income tax of the PRC at the withholding tax rate of 10%, depending on whether
there is any applicable tax treaty between the PRC and the jurisdiction in which the non-PRC
resident individual holder of H Shares resides as well as the tax arrangement between the PRC
and Hong Kong. Non-PRC resident individual holders who reside in jurisdictions that have not
entered into tax treaties with the PRC are subject to a 20% withholding tax on dividends
received from us. However, pursuant to the Circular Declaring that Individual Income Tax
Continues to be Exempted over Income of Individuals from Transfer of Shares (�•�ë�õ�H�[�7
�+�p�C�Ô
{�1�ƒ�r�5�D�×�H�[�Ô
{�ü�Y�·�]�‘ ) issued by the MOF of the PRC and the SAT on
March 30, 1998, gains of individuals derived from the transfer of listed shares of enterprises
may be exempt from individual income tax. As of the Latest Practicable Date, the aforesaid
provision has not expressly provided that individual income tax shall be collected from
non-PRC resident individuals on the sale of shares of PRC resident enterprises listed on
overseas stock exchanges.

If any PRC income tax is collected from the transfer of our H Shares or on dividends paid
to our non-PRC resident investors, the value of your investment in our H Shares may be
affected. Furthermore, our Shareholders whose jurisdictions of residence have tax treaties or
arrangements with the PRC may not qualify for benefits under such tax treaties or
arrangements.
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You may experience difficulties in effecting service of legal process and enforcing
judgments against us and our management.

We are a company incorporated under the laws of the PRC and substantially all of our
business, assets and operations are located in China. In addition, the majority of our Directors,
Supervisors and executive officers reside in China, and substantially all of the assets of such
Directors, Supervisors and executive officers are located in China. As a result, it may not be
possible for you to directly effect service of process upon us or such Directors, Supervisors or
executive officers who reside in China, including with respect to matters arising under U.S.
federal securities laws or applicable state securities laws. Pursuant to Arrangements for
Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Cases
between Courts of the Mainland and Hong Kong Special Administrative Region (�•�ë�õ�«�®
�~�0�¥	$�9���A
��,	ë�´�•�©���q
B���O
 �+�é�•�:�Ô�Y�Ä
°�‘ ) effective on January 29,
2024, promulgated by the Supreme People’s Court, a party with an enforceable final court
judgment rendered by any designated people’s court of China or any designated Hong Kong
court with respect to any civil and commercial cases excluding certain types of which, may
apply for recognition and enforcement of the judgment in the relevant people’s court of China
or Hong Kong court.

China has not entered into a treaty for the reciprocal recognition and enforcement of court
judgments with the United States, the United Kingdom, Japan and many other countries. In
addition, Hong Kong has no arrangement with the United States for reciprocal enforcement of
judgments. In accordance with the Civil Procedure Law of the PRC and other applicable laws,
regulations, and interpretations, a court judgment obtained in the United States and any of the
other jurisdictions mentioned above may be recognized and enforced in China or Hong Kong
in consideration of the treaties providing for the reciprocal enforcement of judgments of courts
between China and the country where the judgment was made.

The foreign exchange regulations may limit our business and results of operations and our
ability to remit dividends.

Conversion and remittance of foreign currencies are subject to the foreign exchange
regulations. It cannot be guaranteed that under a certain exchange rate, we shall have sufficient
foreign exchange to meet our foreign exchange needs. For example, under the Chinese current
foreign exchange control 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 relevant documentary evidence of such transactions and
conduct such transactions at designated foreign exchange banks within the PRC that have the
licenses to carry out foreign exchange business. Foreign exchange transactions under the
capital account, however, normally need to be approved by or registered with the SAFE or its
local branch unless otherwise permitted by law. Any insufficiency of foreign exchange may
restrict our ability to obtain sufficient foreign exchange for dividend payments to shareholders
or satisfy any other foreign exchange obligation. If we fail to obtain approvals from the SAFE
to convert RMB into any foreign exchange for any of the above purposes, our potential
offshore capital expenditure plans and even our business may be materially and adversely
affected and could subject us to administrative penalties and fines.
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Fluctuations in exchange rates could result in foreign currency exchange losses.

The exchange rate of Renminbi against the U.S. dollar and other foreign currencies
fluctuates and is affected by, among other things, changes in international political and
economic conditions, as well as supply and demand in the local market. There is no assurance
that, under a certain exchange rate, we will have sufficient foreign exchange to meet our
foreign exchange requirements. It is difficult to predict how market forces or government
policies may impact the exchange rate between Renminbi and the Hong Kong dollar, U.S.
dollar or other currencies in the future.

The proceeds from the Global Offering will be received in Hong Kong dollars. As a result,
any appreciation of Renminbi against the U.S. dollar, Hong Kong dollar or any other foreign
currency may result in a decrease in the value of our proceeds from the Global Offering.
Conversely, any depreciation of the Renminbi may adversely affect the value of, and any
dividends payable on, our Shares in foreign currency. In addition, there are limited instruments
available for us to reduce our foreign currency risk exposure at reasonable costs. Any of these
factors could materially and adversely affect our business, financial condition, results of
operations and prospects, and could reduce the value of, and dividends payable on, our Shares
in foreign currency terms. Remittances of Renminbi into and out of China are subject to strict
restrictions.

Any failure to fully comply with present or future environmental, safety and occupational
health laws and regulations in the PRC may have a material adverse effect on our
business, financial condition and results of operations.

Our business is subject to certain PRC laws and regulations relating to environmental,
safety and occupational health matters. Under these laws and regulations, we are required to
maintain safe production conditions and protect the occupational health of our employees.
While we have conducted periodic inspections of our operating facilities and carry out
equipment maintenance on a regular basis to ensure that our operations are in compliance with
applicable laws and regulations, we cannot assure you that we will not experience any material
accidents or worker injuries in the course of our production process in the future.

Our production process produces pollutants such as wastewater, solid and liquid waste.
The discharge of wastewater and other pollutants from our manufacturing operations into the
environment may give rise to liabilities that may require us to incur costs to remedy such
discharge. We cannot assure you that all situations that will give rise to material environmental
liabilities will be discovered or any environmental laws adopted in the future will not
materially increase our operating costs and other expense. Should the PRC impose stricter
environmental protection standards and regulations in the future, we cannot assure you that we
will be able to comply with such new regulations at reasonable costs, or at all. Any increase
in production costs resulting from the implementation of additional environmental protection
measures and/or failure to comply with new environmental laws or regulations may have a
material adverse effect on our business, financial condition or results of operations.
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In addition, we are subject to various ESG rules and regulations by governing bodies,
including the Stock Exchange and the SFC once we become a public company, as well as
regulatory authorities in China. We must also adapt to new and evolving regulatory measures
under applicable laws and changing social trends concerning ESG risks. Investors are
increasingly focused on ESG issues and tend to incorporate ESG performance into their
investment decisions, while customers are becoming more environmentally conscious,
preferring products with green and environmentally friendly design and production. For
details, see “Business — Environmental, Social and Governance — ESG Risk Identification,
Assessment and Management and Opportunities.” Our efforts to comply with new and
changing laws, regulations and social trends may result in increased general and administrative
expenses and a diversion of management time and attention from revenue-generating activities
to compliance activities, which may adversely affect our business, financial condition or
results of operations.

Any failure to make adequate contributions to various employee benefit plans as required
by PRC regulations may subject us to penalties.

Companies operating in China are required to participate in various employee benefit
plans, including pension insurance, unemployment insurance, medical insurance, work-related
injury insurance, maternity insurance and housing provident fund and contribute to the
amounts equal to certain percentage of salaries, including bonuses and allowances, of their
employees up to a maximum amount specified by the local government from time to time at
locations where they operate their business. The requirement of employee benefit plans has not
been implemented consistently by the local governments in China given the different levels of
economic development in different locations.

As advised by our PRC Legal Advisor, we were in compliance with applicable laws and
regulations related to social insurance and housing provident funds in all material aspects
during the Track Record Period. However, we cannot assure you that any new laws and
regulations or any changes in the implementation of the existing laws and regulations will not
require us to pay any contribution shortfall or impose late payment penalties and fines on us
retroactively, thereby adversely affecting our financial condition and results of operations.

RISKS RELATING TO THE GLOBAL OFFERING

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

There was no public market for our H Shares prior to the Global Offering. There can be
no guarantee that a public market for our H Shares with adequate liquidity and trading volume
will develop and be sustained following the completion of the Global Offering. In addition, the
Offer Price of our H Shares is expected to be fixed by agreement between the Joint
Representatives (for themselves and on behalf of the Underwriters) and us, which may not be
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indicative of the market price of our H Shares following the completion of the Global Offering.
If an active public market for our H Shares does not develop following the completion of the
Global Offering, the market price and liquidity of our H Shares may be materially and
adversely affected.

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

The price at which our H Shares will trade after the Global Offering will be determined
by the marketplace, which may be affected by various factors beyond our control, including:

• our financial performance;

• changes in securities analysts’ estimates, if any, of our financial performance;

• the history of, and the prospects for, ourselves and the industry in which we operate;

• an assessment on the prospects for, and timing of, our future revenue and cost
structures that independent research analysts may publish, if any;

• the present state of our development;

• the valuation of publicly traded companies that are engaged in business activities
similar to ours;

• general market sentiment regarding the industry we operate in;

• changes in laws and regulations of China;

• our actual or perceived failure to compete effectively in the market; and

• political, economic, financial and social conditions.

In addition, the Hong Kong Stock Exchange has from time to time experienced significant
volatility in trading prices and volumes that have affected the market prices of securities of
companies quoted on the Hong Kong Stock Exchange. As a result, investors in our H Shares
may experience volatility in the market price of their H Shares and a decrease in the value of
their H Shares regardless of our operating performance or prospects.
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Our Controlling Shareholders Group has substantial influence over our Group and its
interests may not be aligned with the interests of our other Shareholders.

Our Controlling Shareholders Group have significant influence in determining the
outcome of any corporate transaction or other matter submitted to the Shareholders for
approval, including but not limited to mergers, privatizations, consolidations and the sale of all,
or substantially all, of our assets, election of directors, and other significant corporate actions.
Immediately following the completion of the Global Offering (assuming that the Offer Size
Adjustment Option and the Over-allotment Option are not exercised), the Controlling
Shareholders Group will be together entitled to control the exercise of approximately 32.70%
of the voting rights and thus remain as a group of Controlling Shareholders of our Company.
The interests of our Controlling Shareholders Group might differ from the interests of our other
Shareholders. In the event that our Controlling Shareholders Group cause us to pursue strategic
objectives that conflict with the interests of our other Shareholders, our other Shareholders
could be disadvantaged, and their interests could be damaged. Any conflict of interest between
our Controlling Shareholders Group and our other Shareholders may also materially and
adversely affect the aspects such as the decision and implementation of our business plans,
which may in turn affect our operations and prospects.

We cannot assure you when, whether and in what form or size we will pay dividends in
the future.

Our ability to pay dividends will depend on whether we are able to generate sufficient
earnings. Distributions of dividends shall be decided by our Board of Directors at their
discretion and will be subject to the approval of the general meeting. A decision to declare or
to pay dividends and the amount thereof depend on various factors, including but not limited
to our results of operations, cash flows and financial position, operating and capital
expenditure requirements, distributable profits as determined under PRC GAAP or HKFRSs
(whichever is lower), our Articles of Association and other constitutional documents, the PRC
Company Law and any other applicable laws and regulations in China, market conditions, our
strategy and projection for our business, contractual restrictions and obligations, taxation,
regulatory restrictions and any other factors from time to time deemed by our Board of
Directors as relevant to the declaration or suspension of dividends. As a result, there can be no
assurance whether, when and in what form we will pay dividends in the future. Subject to any
of the above constraints, we may not be able to pay dividends in accordance with our dividend
policy.

Should the Offer Price be higher than the net tangible book value per Share, subject to
pricing, you may experience an immediate dilution in the book value of the Offer Shares
you purchased in the Global Offering and may experience further dilution if we issue
additional Shares in the future.

The Offer Price of the Offer Shares may be higher than the net tangible book value per
Share immediately prior to the Global Offering. As a result, you and other purchasers of the
Offer Shares in the Global Offering may experience an immediate dilution in pro forma net
tangible asset value. In order to expand our business, we may consider offering and issuing
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additional Shares in the future. Purchasers of the Offer Shares 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. Furthermore, we
may issue Shares pursuant to share incentive schemes, which would further dilute
Shareholders’ interests in our Company.

Certain facts, forecast and statistics contained in this prospectus are derived from
publicly available official government sources and they may not be reliable.

Certain facts, forecast and statistics contained in this prospectus relating to China, the
PRC economy and the industry in which we operate have been derived from various official
government publications. We have taken reasonable care in the reproduction or extraction of
the official government publications for the purpose of disclosure in this prospectus. However,
the information from the official government sources were not prepared or independently
verified by us, the Joint Sponsors, the Joint Representatives, the Overall Coordinators, the Joint
Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Underwriters, the
Capital Market Intermediaries or any of their respective affiliates or advisors and, therefore, we
make no representation as to the accuracy of such facts, forecast and statistics, which may not
be consistent with other information compiled within or outside the PRC. Due to possibly
flawed or ineffective collection methods or discrepancies between published information and
market practice, such statistics in this prospectus may be inaccurate or may not be comparable
to statistics produced with respect to other economies. Further, there is no assurance that they
are stated or compiled on the same basis or with the same degree of accuracy as the case may
be in other jurisdictions. In all cases, investors should give consideration as to how much
weight or importance they should attach to or place on such facts, forecast and statistics.

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

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

We strongly caution you not to rely on any information contained in press articles or other
media regarding us and the Global Offering. Prior to the publication of this prospectus, there
has been press and media coverage regarding us and the Global Offering. Such press and media
coverage may include references to certain information that does not appear in this prospectus,
including certain operating and financial information and projections, valuations and other
information. We have not authorized the disclosure of any such information in the press or
media and do not accept any responsibility for any such press or media coverage or the
accuracy or completeness of any such information or publication. We make no representation
as to the appropriateness, accuracy, completeness or reliability of any such information or
publication. To the extent that any such information is inconsistent or conflicts with the
information contained in this prospectus, we disclaim responsibility for it and you should not
rely on such information.
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In preparation for the Global Offering, we have sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules:

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

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

Given that (i) our business operations are principally located, managed and conducted in
the PRC and will continue to be principally based in the PRC; (ii) most of our executive
Directors principally reside in the PRC and will continue to reside in the PRC; and (iii) the
management and operation of our Group have mainly been under supervision of the executive
Directors of our Company, who are principally responsible for the overall management,
corporate strategy, planning, business development and control of our Group’s business, we do
not have, and do not contemplate in the foreseeable future that we will have sufficient
management presence in Hong Kong for the purpose of satisfying the requirement under Rule
8.12 of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted us, a waiver from compliance with Rules 8.12 and 19A.15 of the Listing Rules subject
to, among others, the following conditions:

1. Authorized Representatives: We have appointed Dr. Luo and Mr. Chung Ming Fai
(�¤�ü�> ) (“Mr. Chung”) as our authorized representatives (“Authorized
Representatives”) for the purpose of Rules 3.05 of the Listing Rules. The
Authorized Representatives will act as our principal channel of communication with
the Stock Exchange and would be readily contactable by the Stock Exchange, and
if required, will be able to meet with the Stock Exchange to discuss any matters in
relation to our Company within a reasonable period of time;

2. Directors: When the Stock Exchange wishes to contact our Directors on any matter,
each of the Authorized Representatives will have all necessary means to contact
each of our Directors (including our independent non-executive Directors) promptly
at all times. To enhance communication between the Stock Exchange, our
Authorized Representatives and our Directors, we have implemented the following
measures: (a) each Director will provide his/her mobile telephone number, office
phone number, e-mail address and facsimile number (to the extent applicable) to the
Authorized Representative; (b) in the event that a Director expects to travel or is
otherwise out of office, he or she will provide the telephone number of the place of
his or her accommodation to the Authorized Representatives; and (c) we have
provided the telephone number, e-mail address and facsimile number of each
Director to the Stock Exchange. Each of our other Directors who does not ordinarily
reside in Hong Kong possesses or can apply for valid travel documents to visit and
will be able to meet with the Stock Exchange within reasonable period of time; and
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3. Compliance Advisor: We have appointed Maxa Capital Limited as our compliance
advisor (“Compliance Advisor”) pursuant to Rule 3A.19 of the Listing Rules, who
will provide us with professional advice on continuing obligations under the Listing
Rules and act as our additional channel of communication with the Stock Exchange
during the period from the Listing Date to the date on which our Group complies
with Rule 13.46 of the Listing Rules in respect of our financial results for the first
full financial year commencing after the Listing Date. The Compliance Advisor will
be available to answer inquiries from the Stock Exchange. We have also provided to
the Stock Exchange the names, mobile phone numbers, office phone numbers,
facsimile numbers and email addresses of at least two officers of the Compliance
Advisor who will act as our Compliance Advisor’s contact persons between the
Stock Exchange and our Company.

WAIVER IN RESPECT OF APPOINTMENT OF JOINT COMPANY SECRETARY

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

(a) a member of The Hong Kong Institute of Chartered Secretaries;

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

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

Note 2 to Rule 3.28 of the Listing Rules further provides that the 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.
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We have appointed Ms. Liu Lihua (����
6 ) (“Ms. Liu”) and Mr. Chung as the joint
company secretaries of our Company. See “Directors, Supervisors and Senior Management —
Joint Company Secretaries” in this prospectus for further biographical details of Ms. Liu and
Mr. Chung.

Mr. Chung is a fellow of the Hong Kong Institute of Certified Public Accountants and a
member of Certified Public Accountants Australia, who fully meets the qualification
requirements stipulated under Rule 3.28 of the Listing Rules and is in compliance with Rule
8.17 of the Listing Rules.

Accordingly, while Ms. Liu does not possess the qualification required of a company
secretary under Rule 3.28 of the Listing Rules, we have applied to the Stock Exchange for, and
the Stock Exchange has granted, a waiver from strict compliance with the requirements under
Rules 3.28 and 8.17 of the Listing Rules on the basis of the arrangements below:

1. Ms. Liu will endeavor to attend relevant training courses, including briefings on the
latest changes to the relevant applicable Hong Kong laws and regulations and the
Listing Rules which will be organized by our Hong Kong legal advisors on an
invitation basis and seminars organized by the Stock Exchange for listed issuers
from time to time;

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

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

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

5. upon expiry of Ms. Liu’s initial term of appointment for an initial period of three
years from the Listing Date as the company secretary of our Company, our Company
will evaluate her experience in order to determine if she has acquired the
qualifications required under Rule 3.28 of the Listing Rules, and whether on-going
assistance should be arranged so that Ms. Liu’s appointment as the company
secretary of our Company continues to satisfy the requirements under Rules 3.28
and 8.17 of the Listing Rules;
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6. our Company has appointed Maxa Capital Limited as its Compliance Advisor
pursuant to Rule 3A.19 of the Listing Rules which will act as the additional
communication channel with the Stock Exchange and provide professional guidance
and advice to our Company and Ms. Liu as to the compliance with the Listing Rules
and all other applicable laws and regulations; and

7. the waiver can be revoked with immediate effect if there are material breaches of the
Rules 3.28 and 8.17 of the Listing Rules by our Company.

Before the end of the three-year period, we shall liaise with the Stock Exchange to revisit
the situation in the expectation that we should then be able to demonstrate to the Stock
Exchange’s satisfaction that Ms. Liu, having had the benefit of Mr. Chung’s assistance for three
years, would then have acquired the relevant experience within the meaning of Note 2 to Rule
3.28 of the Listing Rules so that a further waiver would not be necessary.

WAIVER IN RESPECT OF NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

We have entered into and are expected to continue with certain transactions after the
Listing which will constitute non-exempt continuing connected transactions under Chapter
14A of Listing Rules. We have applied for, and the Stock Exchange has granted us, waivers
from strict compliance with the announcement and independent Shareholders’ approval
requirements under Chapter 14A of the Listing Rules in respect of the continuing connected
transactions as disclosed in the section headed “Connected Transactions — Non-Exempt
Continuing Connected Transactions.”

WAIVER FROM STRICT COMPLIANCE WITH RULE 10.04 OF AND CONSENT
UNDER PARAGRAPH 5(2) OF APPENDIX F1 TO THE LISTING RULES AND
PARAGRAPH 17 OF CHAPTER 4.15 OF THE GUIDE IN RESPECT OF
SUBSCRIPTIONS OF OFFER SHARES BY CLOSE ASSOCIATES OF EXISTING
SHAREHOLDER AS CORNERSTONE INVESTORS

Rule 10.04 of the Listing Rules provides that a person who is an existing shareholder of
the issuer may only subscribe for or purchase any securities for which listing is sought which
are being marketed by or on behalf of a new applicant either in his or its own name or through
nominees if the conditions in Rule 10.03(1) and (2) of the Listing Rules are fulfilled. The
conditions in Rules 10.03(1) and (2) of the Listing Rules are that (i) no securities will be
offered to them on a preferential basis and no preferential treatment will be given to them in
the allocation of the securities; and (ii) the minimum prescribed percentage of public
shareholders required by Rule 8.08(1) of the Listing Rules is achieved.

Paragraph 5(2) of the Placing Guidelines (the “Placing Guidelines”) provides, inter alia,
that without the prior written consent of the Stock Exchange, no allocations will be permitted
to directors or existing shareholders of the applicant or their close associates, whether in their
own names or through nominees unless the conditions set out in Rules 10.03 and 10.04 of the
Listing Rules are fulfilled.
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Paragraph 12 of Chapter 4.15 of the Guide provides that the Stock Exchange will consider
granting a waiver from Rule 10.04 of the Listing Rules and a consent, pursuant to paragraph
5(2) of Appendix F1 to the Listing Rules, to allow a listing applicant’s existing shareholders
or their close associates to participate in its initial public offering if any actual or perceived
preferential treatment arising from their ability to influence the listing applicant during the
allocation process can be addressed.

Paragraph 17 of Chapter 4.15 of the Guide also provides that the Stock Exchange will
consider granting a consent and/or waiver to allow an existing shareholder and/or its close
associates and a cornerstone investor to subscribe or purchase further securities in the IPO
without fulfilment of the existing shareholders conditions under paragraph 13 of Chapter 4.15
of the Guide subject to the disclosure of details of the allocation in the listing document and/or
the allotment results announcement, and the following:

(i) The offer (excluding any over-allocation) has a total value of at least HK$1 billion;

(ii) Securities allocated to all existing shareholders and their close associates (whether
as cornerstone investors and/or as placees) as permitted under this exemption do not
exceed 30% of the total number of securities offered; and

(iii) Each director, chief executive, controlling shareholder and, in the case of PRC
issuers, supervisor of the applicant must have confirmed that no securities have been
allocated to them or their respective close associates under this exemption.

(together, the “Size-based Exemption Conditions”)

As further described in the section headed “Cornerstone Investors”, the beneficial owner
of each of Dongfang Chuanglian, Jiangsu Mixed Ownership Reform Fund and Suzhou
High-end Equipment is Wujiang District Government of Suzhou (�=�È�9�N�ê
��[�O�A�´
7�Þ
���*�9�–�M�#�l�®�� ) (“Wujiang SASAC”), Jiangsu Provincial People’s Government (�ê�=�²
�[�O�A�´ ) and Suzhou Finance Bureau (�=�È	Ì�A�… ), respectively. Therefore, each of
Dongfang Chuanglian, Jiangsu Mixed Ownership Reform Fund and Suzhou High-end
Equipment is ultimately controlled by Jiangsu Provincial People’s Government (�ê�=�²�[�O�A
�´ ) or other different levels of government bodies of Jiangsu Province. Dongfang Chuanglian,
Jiangsu Mixed Ownership Reform Fund and Suzhou High-end Equipment are therefore close
associates of one of our existing Shareholders, Wujiang Industrial Investment, a wholly-owned
subsidiary of Suzhou Wujiang Dongfang State-owned Capital Investment and Management
Co., Ltd. (�=�È�9�N�ê���Ù
7�Þ���I�³���¾���Þ�"�®�! ). Each of Dongfang Chuanglian,
Jiangsu Mixed Ownership Reform Fund and Suzhou High-end Equipment has entered into a
cornerstone investment agreement with our Company (the “Proposed Cornerstone
Investments”). For further details of the cornerstone investments, please refer to the section
headed “Cornerstone Investors”.
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We have applied to the Stock Exchange for, and the Stock Exchange has granted to us,
a waiver from strict compliance with the requirements under Rule 10.04 and consent under
Paragraph 5(2) of Appendix F1 to the Listing Rules and paragraph 17 of Chapter 4.15 of the
Guide for allocation of securities to Dongfang Chuanglian, Jiangsu Mixed Ownership Reform
Fund and Suzhou High-end Equipment on the conditions that:

(i) the Size-based Exemption Conditions will be fulfilled;

(ii) save for guaranteed allocation of the H Shares in the International Offering at the
Offer Price as cornerstone investors, none of Dongfang Chuanglian, Jiangsu Mixed
Ownership Reform Fund and Suzhou High-end Equipment has received, and will
receive, any other preferential treatment (including direct or indirect benefits) under
the Proposed Cornerstone Investments by virtue of their respective relationship with
Wujiang Industrial Investment as well as their respective indirect relationship with
our Company by virtue of its relationship with Wujiang Industrial Investment;

(iii) the terms of the Proposed Cornerstone Investments will be substantially the same as,
or no more favourable than, the subscription terms of the other cornerstone investor
in the Global Offering (including being subject to a lock-up period of six months
from the Listing Date);

(iv) none of Wujiang Industrial Investment, Dongfang Chuanglian, Jiangsu Mixed
Ownership Reform Fund or Suzhou High-end Equipment will be entitled to any
Director appointment or other special rights after the Listing;

(v) our Company will comply with the public float requirement under Rule 8.08(1) of
the Listing Rules; and

(vi) details of the Proposed Cornerstone Investments will be disclosed in the final
prospectus and the allotment results announcement to be published in connection
with the Global Offering.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors (including any proposed director who is named
as such in this Prospectus) collectively and individually accept full responsibility, includes
particulars given in compliance with the Listing Rules, the Companies (Winding Up and
Miscellaneous Provisions) Ordinance and the Securities and Futures (Stock Market Listing)
Rules (Chapter 571V of the Laws of Hong Kong) for the purpose of giving information to the
public with regard to the Group. Our Directors, having made all reasonable enquiries, confirm
that to the best of their knowledge and belief the information contained in this prospectus is
accurate and complete in all material respects and not misleading or deceptive, and there are
no other matters the omission of which would make any statement herein or this prospectus
misleading.

CSRC FILING

We have filed the required documents with the CSRC on June 13, 2024, and the CSRC
has issued the filing notice dated November 27, 2024, confirming our completion of the filing
procedures pursuant to the new filing regime introduced by the New Regulations on Filing for
the Global Offering, the conversion of Domestic Unlisted Shares into H Shares and the
application for listing of the H Shares on the Hong Kong Stock Exchange. In granting such
approval, the CSRC accepts no responsibility for the financial soundness of us or for the
accuracy of any of the statements made or opinions expressed in this prospectus.

INFORMATION ON THE GLOBAL OFFERING

This prospectus is published solely in connection with the Hong Kong Public Offering.
For applications under the Hong Kong Public Offering, this prospectus contains the terms and
conditions of the Hong Kong Public Offering. The Global Offering comprises the Hong Kong
Public Offering of initially 4,536,400 Offer Shares and the International Offering of initially
40,827,600 Offer Shares (subject, in each case, to reallocation on the basis as set out in
“Structure of the Global Offering” in this prospectus and without taking into consideration any
exercise of the Offer Size Adjustment Option and the Over-allotment Option).

The Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and on the terms and subject to the conditions set out
herein and therein. No person is authorized to give any information in connection with the
Global Offering or to make any representation not contained in this prospectus, and any
information or representation not contained herein must not be relied upon as having been
authorized by the Company, the Joint Sponsors, Joint Representatives, the Overall
Coordinators, the Capital Market Intermediaries, the Joint Global Coordinators, the Joint Lead
Managers, the Joint Bookrunners, the Underwriters, any of our or their affiliates or any of their
respective directors, officers, employees, advisers, agents or representatives, or any other
persons or parties involved in the Global Offering. Neither the delivery of this prospectus nor
any subscription or acquisition made under it shall, under any circumstances, create any
implication that there has been no change in our affairs since the date of this prospectus or that
the information in this prospectus is correct as of any subsequent time.
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For details of the structure of the Global Offering, including its conditions and the
arrangements relating to the Offer Size Adjustment Option, the Over-allotment Option and
stabilization, see “Structure of the Global Offering.”

INFORMATION ON THE CONVERSION OF CERTAIN DOMESTIC UNLISTED
SHARES INTO H SHARES

The Company has made the CSRC filing for the conversion of certain Domestic Unlisted
Shares into H Shares, which involves 444,228,787 Shares held by 51 Shareholders. Please see
sections headed “History, Development and Corporate Structure” and “Share Capital” in this
prospectus for details of the aforementioned shareholders and their interests in the Company
and relevant procedures for the conversion of Domestic Unlisted Shares into H Shares. Such
H Shares are restricted from trading for a period of one year after the Listing pursuant to the
PRC Company Law.

The conversion of Domestic Unlisted Shares into H Shares has been filed with the CSRC
on June 13, 2024 with the notification issued by the CSRC on completion of the filling
procedures on November 27, 2024 and the listing and trading of the H shares converted on the
Hong Kong Stock Exchange is still subject to the approval by the Hong Kong Stock Exchange.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

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

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

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

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

The Listing is sponsored by the Joint Sponsors and the Global Offering is managed by the
Joint Representatives. The Hong Kong Public Offering is fully underwritten by the Hong Kong
Underwriters subject to the terms and conditions of the Hong Kong Underwriting Agreement.
The International Offering is expected to be fully underwritten by the International
Underwriters or the Over-allotment Underwriters, as applicable, subject to the agreement on
the Offer Price between the Joint Representatives (for themselves and on behalf of the
Underwriters) and us. For further details on the Underwriters and the underwriting
arrangements, please see “Underwriting.”

APPLICATION FOR LISTING OF THE H SHARES ON THE HONG KONG STOCK
EXCHANGE

We have applied to the Listing Committee for the granting of listing of, and permission
to deal in, our H Shares to be issued pursuant to (i) the Global Offering (including any H Shares
which may be issued pursuant to the exercise of the Offer Size Adjustment Option and the
Over-allotment Option); and (ii) the H Shares to be converted from our Domestic Unlisted
Shares. Dealings in the H Shares on the Hong Kong Stock Exchange are expected to commence
on Monday, December 30, 2024. No part of our H Shares is listed on or dealt in on any other
stock exchange, and no such listing or permission to list is being or proposed to be sought in
the near future.

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

H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the H Shares on the Hong
Kong Stock Exchange and our compliance with the stock admission requirements of HKSCC,
the H Shares will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the date of commencement of dealings in the H Shares
on the Hong Kong Stock Exchange or any other date as determined by HKSCC. Settlement of
transactions between participants of the Hong Kong Stock Exchange is required to take place
in CCASS on the second settlement day after any trading day. All activities under CCASS are
subject to the General Rules of CCASS and CCASS Operational Procedures in effect from time
to time. Investors should seek the advice of their stockbroker or other professional advisers for
the details of the settlement arrangements as such arrangements may affect their rights and
interests. All necessary arrangements have been made for the H Shares to be admitted in to
CCASS.
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REGISTER OF MEMBERS AND STAMP DUTY

All of the H Shares issued pursuant to applications made in the Global Offering and
converted from our Domestic Unlisted Shares will be registered on our H Share register of
members to be maintained in Hong Kong by our H Share Registrar, Tricor Investor Services
Limited. Our principal register of members will be maintained by us at our headquarters in the
PRC.

Dealings in the H Shares registered in our H Share register of members will be subject
to Hong Kong stamp duty.

DIVIDENDS PAYABLE TO HOLDERS OF H SHARES

Unless determined otherwise by the Company, dividends payable in Hong Kong dollars
in respect of our H Shares will be paid to the Shareholders as recorded on the H Share register
of the Company in Hong Kong and sent by ordinary post, at the Shareholders’ risk, to the
registered address of each Shareholder.

According to the Guide to the Program for “Full Circulation” of H shares promulgated by
CSDC on February 7, 2020, cash dividends to domestic investors of H-share “full circulation”
shall be distributed through CSDC. An H-share listed company shall transfer RMB cash
dividends to the designated bank account of the Shenzhen subsidiary of CSDC, who shall
complete the clearing of cash dividends by distributing the cash dividends to investors through
domestic securities companies.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

We have instructed Tricor Investor Services Limited, our H Share Registrar, and it has
agreed not to register the subscription, purchase or transfer of any H Shares in the name of any
particular holder unless and until the holder delivers a signed form to our H Share Registrar
in respect of those H Shares bearing statements to the effect that the holder:

• agrees with us and each of our Shareholders, and we agree with each Shareholder,
to observe and comply with the PRC Company Law, the Companies Ordinance, the
Companies (Winding Up and Miscellaneous Provisions) Ordinance and our Articles
of Association;

• agrees with us, each of our Shareholders, Directors, Supervisors, managers and
officers, and we acting for ourselves and for each of our Directors, Supervisors,
managers and officers agree with each of our Shareholders, to refer all differences,
disputes and claims concerning our affairs and arising from any rights or obligations
conferred or imposed by our Articles of Association, the PRC Company Law or
other relevant laws, rules and regulations to arbitration in accordance with our
Articles of Association, and any reference to arbitration shall be deemed to authorize
the arbitration tribunal to conduct hearings in open session and to publish its award.
Such arbitration shall be final and conclusive;
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• agrees with us and each of our Shareholders that the H Shares are freely transferable
by the holders thereof; and

• authorizes us to enter into a contract on his behalf with each of our Directors,
Supervisors, and senior officers whereby such Directors, Supervisors, and senior
officers undertake to observe and comply with their obligations to our Shareholders
as stipulated in our Articles of Association. Persons applying for or purchasing H
Shares under the Global Offering are deemed, by their making an application or
purchase, to have represented that they are not close associates (as defined in the
Hong Kong Listing Rules) of any of the Directors or Supervisors of the Company
or an existing Shareholder of the Company or a nominee of any of the foregoing.

PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisers if you are in any doubt as to the taxation
implications of subscribing for, purchasing, holding, disposal of, dealing in or the exercise of
any rights in relation to our H Shares. None of the Company, the Joint Sponsors, Joint
Representatives, the Overall Coordinators, the Capital Market Intermediaries, the Joint Global
Coordinators, the Joint Lead Managers, the Joint Bookrunners, the Underwriters, any of our or
their affiliates or any of their respective directors, officers, employees, advisers, agents or
representatives, or any other persons or parties involved in the Global Offering accepts
responsibility for any tax effects on, or liabilities of, any person resulting from the
subscription, purchase, holding, disposal of, dealing in, or the exercise of any rights in relation
to, our H Shares.

LANGUAGE

If there is any inconsistency between this prospectus and its Chinese translation, this
prospectus shall prevail. For ease of reference, the names of the Chinese laws and regulations,
government authorities, institutions, natural persons or other entities (including certain of our
subsidiaries) have been included in this prospectus in both the Chinese and English languages,
the Chinese version of these names shall prevail in the event of any inconsistency.

ROUNDING

Certain amounts and percentage figures, such as share ownership and operating data,
included in this prospectus may have been subject to rounding adjustments. Accordingly,
figures shown as totals in certain tables may not be an arithmetic aggregation of the figures
preceding them.

CURRENCY TRANSLATIONS

Solely for your convenience, this prospectus contains translations among certain amounts
denominated in Renminbi, Hong Kong dollars and U.S. dollars.
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Unless otherwise specified, this prospectus contains certain translations for the
convenience purposes at the following rates: Renminbi into Hong Kong dollars at the rate of
HK$1.00 to RMB0.9251, Renminbi into U.S. dollars at the rate of US$1.00 to RMB7.1896 and
Hong Kong dollars into U.S. dollars at the rate of US$1.00 to HK$7.7719.

No representation is made that any amounts in RMB or Hong Kong dollars can be or
could have been at the relevant dates converted at the above rate or any other rates.
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DIRECTORS

Name Address Nationality

Executive Directors

Dr. Weiwei Luo Room 903, Building 4
Geli Coast Phase III, Gaoxin District
Zhuhai, Guangdong Province
PRC

American

Mr. Jay Hyung Son Unit 5, 919 Delano Terrace
Sunnyvale, CA
USA

American

Dr. Wu Jingang (�N�–�]�ù�{ ) Rooms 501, 501A, No. 24 Lane 18
Qingtong Road, Pudong New Area
Shanghai
PRC

Chinese

Mr. Zhong Shan (�¤�†�‹�[ ) Room 2203, Building 4
Huafu East, No. 339 Fuxin Road
Xinta Town, Wujiang District
Suzhou, Jiangsu Province
PRC

Chinese

Non-Executive Directors

Dr. Wang Can (�Ó���ù�{ ) Unit 6A, Building 4
Qiaoxiang Village, Futian District
Shenzhen, Guangdong Province
PRC

Chinese

Ms. Zhang Yanhong
(
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Room 601, Building 140
Greenland Taihu City
No. 9999, East Taihu Road
Songling Town, Wujiang District
Suzhou, Jiangsu Province
PRC

Chinese

Ms. Cui Mizi (
f�÷�•�~�{ ) Room 905, 9th floor
Building 2, Fangzhou Garden
Chaoyang District,
Beijing
PRC

Chinese
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Name Address Nationality

Independent Non-Executive Directors

Mr. Wong Hin Wing, MH, JP
(
»���ò�‹�[ ,�ò�‘�”�Ý ,�Ä�;
�[�{ )

Flat C, 21/F, Block 6, Parc Palais
18 Wylie Road
Ho Man Tin, Kowloon
Hong Kong

Hong Kong,
PRC

Dr. Yi Jiming (�ø�1�ü�ù�{ ) Room 103, 74th Building
No. 100 Dayouzhuang
Haidian District
Beijing
PRC

Chinese

Dr. Yang, Simon Shi-Ning
(�@�{�¹�ù�{ )

No. 18, Gaoxin 4th Road
East Lake Development Zone
Wuhan, Hubei Province
PRC

American

Dr. Chan, Philip Ching Ho
(�Ó�M�´�ù�{ )

Room A, 2/F, Block 10
Mayfair By The Sea II
21 Fo Chun Road
Tai Po, New Territories
Hong Kong

Hong Kong,
PRC

SUPERVISORS

Name Address Nationality

Dr. Huang Xi (
»���ù�{ ) Room 501, Unit 2, Building 18
No. 10, Guanggu 1st Road
Hongshan District
Wuhan, Hubei Province
PRC

Chinese

Mr. Ren Weifeng (�‚�
�¤�‹�[ ) No. 201, Unit 1
Building 20, Central Garden
84 Ruian Street, Wuchang District
Wuhan, Hubei Province
PRC

Chinese
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Name Address Nationality

Mr. Peng Xingguo
(�A�K
7�‹�[ )

Room 2001
No. 18 Yulin Street
Huangpu District
Guangzhou, Guangdong Province
PRC

Chinese

Ms. Lai Guangyi (�`�?'Y�~�{ ) Room 802, Unit 2
Building 1, No. 19 Cuixian Street
Xiangzhou District
Zhuhai, Guangdong Province
PRC

Chinese

Mr. Ke Shanyong
(�Z
��Ç�‹�[ )

Room 23C, Tower A
Taigu City Garden South Area
Nanshan District
Shenzhen, Guangdong Province
PRC

Chinese

For details with respect to our Directors and Supervisors, see “Directors, Supervisors and
Senior Management.”
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors
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The information and statistics presented in this section and other sections of this
prospectus, unless otherwise indicated, were extracted from different official government
publications and other publications, and from the industry report prepared by Frost &
Sullivan, an independent market research and consulting company that was
commissioned by us, in connection with this Global Offering. The information from
official government sources has not been independently verified by us, the Joint Sponsors,
the Joint Representatives, the Overall Coordinators, the Global Coordinators, the
Bookrunners, the Lead Managers, the Underwriters, the Capital Market Intermediaries,
any of their respective directors and advisors, or any other persons or parties involved
in the Global Offering, and no representation is given as to its accuracy.

SOURCES OF INFORMATION

We engaged Frost & Sullivan, an independent market research consultant, to conduct an
analysis of, and to prepare a report on the global GaN power semiconductor industry for use
in this prospectus, which was commissioned by us for a fee of RMB600,000. In compiling and
preparing the F&S Report, Frost & Sullivan adopted the following assumptions: (i) the social,
economic and political conditions in globally currently discussed will remain stable during the
forecast period, (ii) government policies on GaN power semiconductor industry globally will
remain consistent during the forecast period, (iii) global GaN power semiconductor industry
will be driven by the factors which are stated in the report in the forecast period. Except as
otherwise noted, all of the data and forecasts contained in this section are derived from the F&S
Report. The Frost & Sullivan Report has been prepared by Frost & Sullivan independently
without any influence from us or other interested parties.

Frost & Sullivan is an independent global consulting firm founded in 1961 in New York,
and its services include, among others, industry consulting, market strategic consulting and
corporate training. Frost & Sullivan conducted (i) primary research, which involved discussing
the status of the industry with certain leading industry participants, and interviews with
industry experts on a best-efforts basis to collect information in aiding in-depth analysis; and
(ii) secondary research, which involved reviewing company reports, independent research
reports and data based on its own research database.

OVERVIEW OF THE GAN POWER SEMICONDUCTOR MARKET

Power supply is fundamental to all modern industrial sectors, and power semiconductors
are the core component of power supply.

With the rapid growth of electronic and AI-driven applications brought about by the
fourth global industrial revolution, the demands for more efficient and economical electric
power supply equipment are on the rise. Traditional silicon semiconductor devices cannot meet
the demand of these applications due to their inherent constraints. On the other hand,
semiconductor devices based on GaN, an emerging latest generation semiconductor material,
have been broadly applied across various industries in recent years and are expected to play a
critical role in the ongoing revolution of the power semiconductor industry.
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Compared with silicon and other semiconductor materials, GaN possesses features with
significant advantages including high frequency, high electron mobility, strong radiation
resistance, low on-resistance and no reverse recovery loss. GaN power semiconductor chips
can effectively reduce energy losses, enhance energy conversion efficiency, lower the system
cost and achieve smaller device sizes.

The development trends and current silicon material products’ pain points in various
downstream applications lead to huge growth potential for GaN power semiconductors.

• Consumer Electronics — Upgrading traditional consumer electronics to greater
efficiency and convenience. Consumer electronics products with higher charging
speed, smaller device sizes and lighter weight are increasingly sought after by
customers, and devices are upgraded to better support compute intensive
applications with higher energy consumption. GaN solutions are able to achieve an
approximately 70% reduction in the size and weight of USB-PD(1) chargers at the
same cost, or increase the charging power by around 50%, thereby achieving faster
charging. Furthermore, in television power supplies, GaN solutions can double the
switching frequency, resulting in a 30% reduction in transformer volume and cost.
In smartphone motherboards, GaN solutions are able to reduce the board area by
75% and lower the peak power device loss by 40–50%.

• Electric Vehicles — Simplifying the device structure and upgrading the electric
management system of EVs. The increasing intelligence and electrification of EVs
require more innovation in power semiconductor chips in EV’s electric device. With
its unique characteristics that are not available for traditional silicon, GaN solutions
can simplify the topology of power semiconductors, which is expected to change the
EV industry significantly. The typical applications of GaN solutions, such as
onboard chargers(2) in EVs, can also reduce an EV’s weight. GaN solutions can
provide substantial reductions in energy loss in power conversion, leading to a 70%
decrease in the size and weight of power modules.

• Renewable Energy — Promoting Solar power and energy storage system for safer,
more economical and sustainable operation. Solar power and energy storage are
essential solutions to the current energy crisis. GaN solutions for photovoltaic
(“PV”) inverters are safer, which is especially important in rooftop and residential
distributed PV power generation. A large proportion of the volume of inverters and
power optimizers is occupied by inductors, and the application of GaN solutions can
reduce the volume of inductors. The demand for inverters and power optimizers of
high output power, small size and light weight is growing, which makes GaN the

(1) USB-PD (USB Power Delivery) is a fast charging technology that delivers much higher levels of power than
standard charging.

(2) Onboard charger is a power electronics device for electric vehicle batteries on EVs, which converts alternating
current (AC) power from external sources, such as residential outlets, into direct current (DC) power to charge
the vehicle’s battery pack.
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ideal material for the scenario and necessary for an efficiency breakthrough.
GaN-based microinverters, optimizers and power regulators can achieve improved
conversion efficiency, higher output power, smaller size and structure, lower system
cost and a longer lifespan. For example, GaN solutions can improve the energy
utilization efficiency by around 30% and decrease the solar power station size by
around 30% with a 20% lower overall system cost for solar applications.

• Data Centers — Addressing increasing computing power demand with more
efficient and integrated energy transfer and control chips. GPUs(1) and CPUs(2) are
evolving towards higher currents, enhanced dynamic response and increasing power
density driven by AI and other compute intensive applications, which leads to higher
power demand. The application of high-frequency GaN power devices can
effectively reduce the volume of inductors, making room for GPU peripherals that
meet the high power demand. Furthermore, GaN server power supplies with higher
switching speed and lower energy loss are able to increase data center server output
power by around 50%, supporting higher computing power demand while also
saving around 30% in energy.

GaN power semiconductors have gone through multiple development stages, including
the early development period, development period, commercialization period and boom period,
which started from 2023. From 1998 to 2017, the GaN material was at the early stage of
technology research and development with small-scale product applications. The
commercialization of GaN with a specific scale was considered to have begun in 2018, with
GaN officially entering consumer electronics applications. During the commercialization
period, the GaN technology and process have been continually optimized, and the application
scenarios of GaN have been expanded into more areas such as mobile phones, laptops and
televisions. Meanwhile, Chinese semiconductor companies are actively seeking technology
breakthroughs and application expansions of GaN and have achieved significant growth and
development with leading technology and procedures, production capacity, cost advantages
and market position.

In 2023, the global GaN power semiconductor market size was RMB1.8 billion, with a
power semiconductor market penetration rate of 0.5%, accounting for 1.4% of the global power
semiconductor discrete chip market. With more mature technology and broader downstream
applications, 2023 is considered the inaugural year of the GaN industry’s exponential growth.
The global GaN power semiconductor market is expected to reach RMB50.1 billion by 2028,
increasing its share of the global power semiconductor market to 10.1%.

(1) GPU (graphic processing unit) is a specialized electronic circuit designed to rapidly manipulate and alter
memory to accelerate the creation of images.

(2) CPU (central processing unit) is the central unit in a computer containing the logic circuitry that performs the
instructions of a computer program.
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Development Stages of GaN Power Semiconductors

At the early stage, GaN 
research was con�ned to 
laboratory experiments, still 
facing research and 
development challenges and 
progressing slowly, and GaN 
had not yet achieved
commercialization.

GaN material was increasingly 
applied in various sectors, 
expanding from original LED 
lighting to power electronics 
and radio frequency electronics.

GaN received attention and 
investment from mainstream 
consumer electronics 
manufacturers around the 
world, and GaN was also 
growing rapidly with GaN 
chargers• proliferation.

GaN power semiconductor 
market was growing globally 
with broader commercial 
applications.

In addition to the huge 
consumer electronics market, 
driven by new technologies 
such as AI, communications, 
autonomous driving and energy 
storage, demand for GaN in 
data centers and EVs has  been 
emerging. The penetration rate 
of GaN in different �elds has 
also been  rapidly increasing.

Automobile OEMs as well as 
power semiconductor companies 
have begun to apply GaN in 
vehicle chargers, high-voltage 
DC converters, and other new 
application areas.

GaN power semiconductor 
companies achieved rapid 
growth in product sales in 
multiple applications sectors 
including consumer electronics, 
EVs, data centers, automotive 
LiDAR and energy storage.

GaN technology of�cially 
entered the consumer market 
in 2018, when Anker 
Innovation launched their USB 
PD GaN charger.

Innoscience built an 8-inch 
GaN-on-Si wafer mass 
production line; Navitas 
launched various GaN 
chargers.

The �rst GaN-based power 
ampli�er module was 
introduced in 2009, providing 
higher ef�ciency and power 
density for applications such 
as wireless communication 
base stations.

In 2014, with the maturity of 
GaN material growth and 
device processes, GaN power 
devices began to be produced at 
a larger scale with gradually 
decreasing costs.

In 1998, Cree developed the 
�rst GaN-on-Si high-electron- 
mobility transistor.

In 2008, GaN Metal Oxide 
Semi-Conducting Field Effect 
Crystals (•MOSFETsŽ) were 
promoted.

Early Development Period
(1998–2008)

Development Period
(2009–2017)

Commercialization Period
(2018–2022)

Boom Period
(2023–Future)
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Source: Frost & Sullivan

DOWNSTREAM APPLICATION OF THE GLOBAL GAN POWER SEMICONDUCTOR
MARKET

GaN is a substitute for and an upgraded material compared to traditional silicon materials
in the power semiconductor industry, addressing the limitations of silicon materials regarding
frequency, power capability, thermal management and device size. GaN is positioned to elevate
the power device industry, facilitating advancements throughout the industrial chain. The main
downstream applications of GaN power semiconductors are set as below:

Downstream Applications of GaN Power Semiconductors

Others:

• Point of Loads (“PoLs”)(10)

• Motor drives

• Battery power supplies in medical, aerospace and other

•

•

Data Centers:

Power supply units

IBC(9) and others

Electric Vehicles:

• On-board chargers

• DC-DC converters(2)

• Traction inverters(3)

• LiDAR drivers(4)

• Wireless charging

• Wireless phone charging

• Class-D audio ampli�ers

• Auxiliary power applications

• Brushless Direct Current (“BLDC”)
motor drives(5)

• External chargers and others

Renewable Energy and Industrial:

• Microinverters(6)

• DC-DC converters

•

• General-purpose motor drives

• Servo drives(7)

• Industrial LiDAR

• Uninterruptible Power Supply (UPS)(8)

• Inverters

• Robot motor drivers and others

Battery energy storage systems and
others

• Fast chargers and adapters

• Over-voltage protection units(1)

• Wireless chargers

• AC/DC power supply

• Motor drives

• Class D audio ampli�ers

• Electric tool chargers and others

Consumer Electronics:

Source: Frost & Sullivan
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(1) Over-voltage protection is a feature in power supply units designed to shut down the unit or suspend the output
when the voltage exceeds a preset level.

(2) DC-DC converter is an electronic circuit that converts a source of DC from one voltage level to another.

(3) Traction inverter is a critical power electronic device used in electric vehicles and railway vehicles which
converts DC from the vehicle’s battery into AC to drive an electric motor, which in turn propels the vehicle.

(4) LiDAR is a remote sensing method that uses light to measure the distance or range of objects.

(5) Brushless Direct Current Motor (BLDC) is a motor without a mechanical commutator, which realizes the
conversion from direct current to rotary motion through an electronic commutator.

(6) Microinverter is a small PV inverter device that is commonly used in distributed PV power generation systems.

(7) Servo drive is an electronic device that is specially used to precisely control the movement of an electric motor,
usually used to control a servo motor.

(8) Uninterruptible Power supply (UPS) is a power system used to provide emergency power support to a load in
the event of an interruption or failure of the main power supply.

(9) IBC (Intermediate Bus Converter) is a DC-DC converter used in distributed power systems, which converts
high voltage DC bus voltage to a lower intermediate voltage and to achieve galvanic isolation.

(10) Point of Load (POL) is a DC-DC converter placed close to a load to convert high-voltage electrical energy into
low-voltage electrical energy suitable for electronic devices.

• Consumer Electronics. In the field of consumer electronics, GaN power
semiconductors can be used in products such as fast chargers and adapters for
smartphones, laptops, tablets, desktop computers, high-definition (“HD”)
televisions and smart home devices. The surge in demand for multi-port and
high-power chargers, driven by the widespread adoption of USB-C, further
amplifies the applications of GaN power semiconductors.

• Electric Vehicles. GaN power semiconductors play pivotal roles in EVs, notably in
on-board chargers, DC-DC converters, traction inverters, LiDAR drivers, wireless
charging, wireless phone charging, Class-D audio amplifiers, auxiliary power
applications, BLDC motor drives and external chargers. The growth of GaN power
semiconductors in automotive applications is primarily driven by their unique
capabilities that address diverse needs in modern automotive systems. The micro-
mobility sector, including e-bikes and e-scooters, offers a potential pathway for GaN
penetration as well.

• Renewable Energy and Industrial. Applications of GaN power semiconductors in
the field of renewable energy include microinverters, DC-DC converters and battery
energy storage systems. GaN power semiconductors improve the energy conversion
efficiency, which directly affects the enhancement of the efficiency of operational
costs. GaN power semiconductors exhibit low static and dynamic losses, minimal
parasitic capacitance and support for high frequencies. In the industrial sector, GaN
power semiconductors are used in general-purpose motor drives, servo drives,
industrial LiDAR, UPS, inverters and robot motor drivers.
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• Data Centers. The application of GaN power semiconductors in data centers,
encompassing power supply units and intermediate bus converters (“IBCs”),
primarily caters to the demand for more efficient and compact power solutions.
Driven by regulatory emphasis on improving power supply efficiency, stability and
security, the adoption of GaN power semiconductors continues to grow. Such an
application not only contributes to reducing operational costs in data centers but also
diminishes carbon footprints, presenting a promising prospect for future data center
power solutions.

• Others. Applications of GaN power semiconductors in other sectors include point of
load (“PoL”) power supplies, motor drives, external chargers and battery power
supplies, with an impact extending to fields such as medical and gaming.
Furthermore, in space applications where the primary power source is limited to
photovoltaic generation, GaN power semiconductors, with their capabilities of high
power density, emerge as a standout choice, offering significant prospects to the
market.

ANALYSIS OF GLOBAL GAN POWER SEMICONDUCTOR INDUSTRY

Classification of Semiconductor Materials and Comparisons among Major Power
Semiconductor Materials

Semiconductor materials can be categorized into three generations. Each generation
exhibits distinct characteristics and plays a pivotal role in various applications with different
features and advantages. The features and applications of the three generations of
semiconductor materials are compared as follows:

Comparisons of Major Semiconductor Materials

Si

First-Generation
Semiconductor

Second-Generation
Semiconductor

Thermal resistance(5),
voltage resistance(6),
radiation resistance(7)

Switching frequency(8)

Breakdown Field
(MV/cm)(2)

Consumer electronics, 
EVs, data centers, 
energy storage, 
photovoltaics, 5G 
communication, other 
industrial sectors, etc.

EVs, photovoltaics, 
rail transportation, 5G 
communication, other 
industrial sectors, etc.

Consumer electronics, 
communication base 
stations, laser radar, 
display screens, etc.

Logic, memory chips,
etc.

Main Applications

GaAs GaN SiC

Third-Generation Semiconductor
Key FeaturesCategory

Bandgap (eV)(1)

Voltage resistance

Saturation Electron
Velocity (107 cm/s)(3)

Electron Mobility
(cm2/V•s)(4) On-resistance(9)

1.12

0.3

1.0

1,500

1.4

0.4

2.1

8,500

3.39

3.3

2.7

2,000

3.26

2.8

2.0

800

Source: Frost & Sullivan
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(1) Bandgap refers to the energy difference in semiconductors between the top of the valence band and the bottom
of the conduction band. Wide bandgap semiconductors permit devices to operate at much higher voltages,
frequencies, and temperatures than conventional semiconductors.

(2) The breakdown field of semiconductors refers to the critical electric field strength that can cause avalanche
breakdown in semiconductor materials. A higher breakdown field means that semiconductor devices can
operate at higher voltages without breakdown, resulting in a larger operating range and power range.

(3) The saturation electron velocity of semiconductors refers to the maximum drift velocity that electrons can
achieve in a semiconductor material at high electric fields. The high saturation electron velocity contributes
to the device’s switching speed and high-frequency performance.

(4) The electron mobility of semiconductors is a physical quantity that describes the speed at which electrons
move under an electric field. The electron mobility determines the electrical conductivity of the material. A
higher electron mobility leads to a lower on-resistance.

(5) Thermal resistance describes the ability of a material to resist significant deformation or degradation when
exposed to heat. A higher thermal resistance leads to a higher reliability in high-temperature environments.

(6) The voltage resistance of semiconductor materials refers to the ability of semiconductor devices to withstand
over voltage. It is usually characterized by the voltage value of the device at the time of breakdown or current
reaching a specific value. A higher voltage resistance of semiconductors leads to a better reliability in
high-voltage environments.

(7) The radiation resistance of semiconductor materials refers to the ability of semiconductor devices to withstand
and function in high radiation environments. A higher radiation resistance of semiconductors leads to a better
reliability in high-radiation environments.

(8) The switching frequency refers to the rate at which a switch-mode power supply turns on and off. It influences
the performance of the device, including its efficiency and power output, and plays a crucial role in the design
of compact and low-cost circuits. A higher switching frequency of semiconductor materials means that the
materials can be switched on and off at a higher speed in the device.

(9) On-resistance refers to the total resistance between the drain and source terminals of a field-effect transistor
(FET) when it is in operation. It is a critical parameter in power devices, as it directly impacts the power loss
during operation, with lower on-resistance resulting in lower power loss.

Key Features and Advantages of GaN

Physical Metrics Key Features Key Advantages Overall Bene�ts

Strong Thermal &
Radiation Resistance

High-Voltage Resistance

High Frequency

Low On-resistance

Enhanced Thermal
Dissipation Ef�ciency

High Energy Ef�ciency

Improved
Performance

Lower System Cost

Sustainable Energy
Supplying

Small Device Size

Low Conduction Loss

Bandgap
~ 3X
to Si

~ 11X
to Si

~ 3X
to Si

~ 1.3X
to Si

Breakdown Field

Saturation Electron 
Velocity

Electron Mobility

Source: Frost & Sullivan
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• Silicon — First-Generation Semiconductor. Si is a first-generation semiconductor
material with relatively mature development and applications. The technological
maturity ensures the quality and consistency of silicon semiconductor products.
Besides, Si has abundant reserves and are easy to obtain, which makes the mass
production cost of silicon-based semiconductor devices relatively low. Therefore, it
has been widely used in fields such as logic and memory chips. However, as the
technology and performance of Si gradually reaches their limits, its development
faces bottlenecks. Constrained by factors of these limits and bottlenecks such as low
frequency, high-voltage non-resistance, poor heat dissipation and insufficient power
capacity, Si struggles to reconcile the contradiction between power density and
conversion efficiency, making it unable to meet demands for high power density and
high conversion efficiency, which are common in emerging applications such as
EVs, consumer electronics fast charging, power management and data centers.

• GaAs — Second-Generation Semiconductor. GaAs represents the second-
generation of semiconductor materials, which are characterized by superior electron
mobility and saturation electron velocity. Relatively narrow bandgap of GaAs limit
its capability under high-power and high-temperature conditions. Narrow bandgap
implies a higher susceptibility to breakdown under extreme temperatures or
voltages, thereby curtailing their performance in high-power scenarios. Therefore,
the second-generation of semiconductor materials cannot simultaneously meet the
high-frequency and high-voltage demands brought about by the power revolution.

• SiC — Third-Generation Semiconductor. SiC, although having the advantage of
high voltage resistance, does not possess the high-frequency feature. SiC has a wider
bandgap compared to the first and second generations of semiconductor materials,
which is suitable for high-voltage and high-temperature environments. However, its
lower electron mobility indicates less suitability for high-frequency applications.
Electron mobility is a crucial factor for high-frequency device performance as it
supports rapid electron transport and switching speeds, which are vital for frequency
characteristics. Thus, although SiC also has excellent performance in high-
temperature and high-voltage applications, it is not considered to be the superior
choice in high-frequency application scenarios.

• GaN — Third-Generation Semiconductor. GaN exhibits significantly improved
performance compared to Si in certain aspects. It possesses overall advantages
including wide bandgap, high electron mobility, high switching frequency, low
on-resistance and enhanced resistance to high voltage and temperature. The broader
bandgap enables GaN to operate at higher voltages, and the increased electron
mobility enhances current driving capability and response speed, significantly
reducing heat dissipation and improving power efficiency. In downstream
applications, GaN has broad development prospects, meeting the increasing
demands for high frequency and high power in consumer electronics, EVs,
renewable energy and industrial applications and data centers. GaN also shows
certain limitations. Compared with Si, the process technology of GaN is more
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complex, with strict requirements on temperature and pressure. The yield rate of
GaN wafers is lower than that of silicon wafers with mature technology. And as the
application of GaN power semiconductor is still in its early stage, its process
technology needs to be continuously improved to meet the increasingly diversified
downstream demands.

As shown in the diagram below, silicon is the retained traditional technology with lower
tolerance in both frequency and voltage. GaN has significant advantages in high-frequency
application scenarios, while SiC has been applied more in high-voltage scenarios but is not
suitable for high-frequency scenarios. Therefore, GaN and SiC are materials with different
features and application scenarios, and GaN is more likely to offer a power application
technology breakthrough compared with Si due to the frequency bottleneck of Si. In
commercial applications, considering the overall solution cost, GaN is expected to achieve a
wider penetration than Si in the following theoretical applications such as power supply, data
centers and servers.

Theoretical Power Semiconductor Application Comparisons among Si, GaN and SiC
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Source: Frost & Sullivan

Value Chain of GaN Power Semiconductor Industry and Business Model Comparison

Major upstream suppliers in the GaN power semiconductor industry include raw material
suppliers, who mainly provide materials such as substrates, as well as suppliers of equipment.
The GaN power semiconductors players in the midstream are responsible for the design,
manufacturing, packaging and testing of GaN power semiconductors. In the downstream, GaN
power semiconductors are applicable to power devices for a wide range of application
scenarios, including consumer electronics, EVs, data centers, photovoltaics and energy storage.
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Value Chain Analysis of GaN Power Semiconductor Industry

Upstream

Device Manufacturers

Mid-stream Downstream

Raw Materials and Equipment Suppliers Applications

IDM integrates the design, manufacturing, 
packaging and testing of GaN power semiconductors 
and other industrial chains.

Fabless

IDM

Foundry

Design Manufacturing
Packaging &

Testing

Foundry is only responsible 
for manufacturing, 
packaging and testing.

Consumer
Electronics

Electric Vehicles

Data Centers

Energy Storage

Photovoltaics

Others

Si

GaN

Sapphire

SiC

Substrate

Equipment and Other Materials

Fabless is only responsible
for the design and sales of 
GaN power semiconductors.

Source: Frost & Sullivan

The IDM model in the GaN power semiconductor industry possesses the following main
advantages:

• Synergies between Design and Manufacturing Process. Deeply involved in both
the design and manufacturing processes, IDM companies can optimize the
production process based on design and can adjust the design according to process
requirements in a timely manner. This synergy enables IDM companies to improve
the efficiency of both design and production processes and cover the limits of each.
For players of isolated fabless and foundry models, the design will be limited by the
capability and process feasibility of the foundry, and the foundry will not be able to
provide as efficient and customized solutions as IDM companies.

• Capacity and Supply Stability. Downstream customers are attaching greater
importance to the production capacity and supply stability of their suppliers,
especially considering the periodicity feature of the industry. Fabless players’
bargaining power and supply would be restricted when facing relatively limited
options of foundries, especially when the market demand surpasses the supply or
when facing global geopolitics turmoil. For foundries, due to the lack of control over
the design process, adjustments to capacity and production are often influenced by
the design needs of the fabless players. Therefore, the vertically integrated structure
of the players of the IDM model makes the GaN production process more efficient
and flexible, allow it to quickly respond to market demand changes and thus give
IDM companies significant competitive advantages over fabless players and
foundries in terms of capacity, yield and supply stability.
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• Cost Advantages in Industrial-Scale Production. As leading foundries globally
mainly focus on the manufacturing of logic chips, resources allocated to GaN power
semiconductors are relatively limited compared with IDM companies. Meanwhile,
IDM companies can gain cost advantages in industrial-scale production compared to
fabless players who rely on foundries for production.

• Continual Process and Technology Upgrade. IDM companies can gain competitive
advantages over fabless and foundry companies with a comprehensive inhouse
process and technology optimization. With support from design and process teams,
IDM companies are able to improve and optimize the process and technology and
swiftly respond to downstream customers’ feedback and requests.

The fabless model, which is supported by foundries in the GaN power semiconductor
industry, possesses the following main advantages:

• Lower Capital Requirement. Fabless players can operate with lighter assets and
lower initial investments, which enables them to allocate the limited resources to the
multiple design phases. Therefore, the capital requirement for fabless players are
relatively lower compared with that for IDM players.

• Rapid Market Adaptation. Fabless players can focus entirely on semiconductor
design, and do not have to allocate resource to the manufacturing of semiconductors.
Therefore, compared with IDM players, fabless players can more swiftly shift their
direction of design in response to changes in market demand, targeting those
downstream markets with greater growth potential.

Global Market Size of Semiconductors

Driven by technological developments in processing power, miniaturization and energy
efficiency, as well as increasing demand from downstream industries, such as consumer
electronics, EVs and data centers, the global semiconductor market witnessed overall growth
from 2019 to 2023. The global semiconductor market increased rapidly from RMB2,849.0
billion in 2019 to RMB3,661.7 billion in 2023, with a CAGR of 6.5%. The global
semiconductor market shows cyclical fluctuations, which are mainly driven by technology
upgrades, capacity investment and inventory changes. A complete cycle of the global
semiconductor industry is typically around four to five years. In 2023, influenced by the
stockpiling of downstream companies and the short-term decline in consumer demand caused
by the global economic downturn, the market size of the global semiconductor market
decreased slightly in 2023. Starting from 2024, it is expected that the global semiconductor
market will resume its growth, and further increase from RMB4,142.1 billion in 2024 to
RMB5,815.3 billion in 2028, representing a CAGR of 8.9%.
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Market Size of Semiconductor Market (by sales value), Global, 2019–2028E
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Global Market Size of Power Semiconductors

Power semiconductors are the core of power conversion and circuit control in electronic
devices, which are mainly used in voltage and frequency changing, as well as DC to AC
conversion in electronic devices. Driven by downstream market developments in EVs, data
centers, new energy power generation and power grids, the global power semiconductor market
increased from RMB320.6 billion in 2019 to RMB335.7 billion in 2023, with a CAGR of 1.2%,
and is expected to further increase from RMB368.0 billion in 2024 to RMB496.8 billion in
2028, representing a CAGR of 7.8%. China’s power semiconductor market has developed
rapidly in recent years and has become the world’s largest power semiconductor consumption
market. In terms of sales value, China’s power semiconductor market reached RMB130.9
billion in 2023. This growth is mainly due to the continuous promotion of intelligent and
digital demands in the fields of automobiles, industrial automation, and consumer electronics.
In addition, new growth opportunities also emerge in multiple fields such as new energy
vehicles, renewable energy power generation and variable frequency home appliances. The
global GaN power semiconductor market comprised 0.5% of the global overall power
semiconductor market and 1.4% of the global power semiconductor discrete chip market in
2023. With its high frequency, high voltage resistance, strong radiation resistance and low
on-resistance with extensive applications both in low- and high-voltage fields, GaN is expected
to accelerate its penetration in power semiconductors and account for 10.1% of the global
power semiconductor market and 24.9% of the global power semiconductor discrete chip
market in 2028.
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Market Size of Power Semiconductor Market (by sales value), Global, 2019–2028E
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Global Market Size of GaN Power Semiconductors

GaN power semiconductor products, characterized by high frequency, reduced loss and
high cost-effectiveness, are widely adopted in diverse applications including fast charging for
smart devices, automotive-grade charging applications and data centers. The global GaN power
semiconductor market increased rapidly from RMB139.4 million in 2019 to RMB1,759.5
million in 2023, with a CAGR of 88.5%. The GaN power semiconductor market is expected to
experience exponential growth from RMB3,227.7 million in 2024 to RMB50,141.9 million in
2028, representing a CAGR of 98.5%. Within the GaN power semiconductor market, consumer
electronics and EVs are expected to be the two largest application scenarios in the forecast
period.

Market Size of GaN Power Semiconductor Market (by sales value), Global, 2019–2028E
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The global GaN power semiconductor market in consumer electronics increased rapidly
from RMB85.0 million in 2019 to RMB1,412.0 million in 2023, with a CAGR of 101.9%.
Benefiting from the increasing penetration rate of GaN power semiconductors in the consumer
electronics field and the increase in the value of GaN power semiconductors used in each
consumer electronics device, the market size of GaN power semiconductors in consumer
electronics has significant growth potential in the forecast period. Fast chargers and adapters
for electronics will remain one of the biggest growth drivers for GaN power semiconductors.
The GaN power semiconductor market in consumer electronics is expected to grow from
RMB2,466.3 million in 2024 to RMB21,133.3 million in 2028, with a CAGR of 71.1%.

In EVs, the market size of GaN power semiconductors increased from RMB0.4 million
in 2019 to RMB69.4 million in 2023, with a CAGR of 266.0%. Driven by longer driving range
with increasing battery capacity, decreasing price, more mature and convenient charging
infrastructure and the stronger environmental consciousness of consumers, the penetration rate
of EVs in the automobile market is expected to continue growing. The global sales volume of
EVs is expected to further increase to 50.5 million units by 2028, representing a 29.2% CAGR
from 2023 to 2028, and EVs will be an important application scenario and demand driver for
GaN power semiconductors. Benefiting from the increasing penetration rate of GaN power
semiconductors in the electric vehicle field and the increase in the value of GaN power
semiconductors used in each electric vehicle, the market size of GaN power semiconductors in
EVs is expected to increase rapidly during the forecast period. Their market size is expected
to further increase from RMB245.9 million in 2024 to RMB24,636.5 million in 2028 with a
CAGR of 216.4%.

The global GaN power semiconductor market in the renewable energy and industrial
sector increased steadily from RMB29.6 million in 2019 to RMB89.0 million in 2023, with a
CAGR of 31.6%. With the continuous increase in the global penetration of energy storage for
industrial, commercial and household users, and the significant increase of 5G base stations,
industries of significant power consumption will become one of the most important sectors for
energy storage batteries. It is expected that in 2028, the global energy storage battery annual
installed capacity will increase to 1,302.5 GWh, representing a CAGR of 46.3% from 2023.
GaN effectively addresses the increasing demand for installation capacity, enhancing the
performance of various industrial systems. It is thus expected that the GaN power
semiconductor market in the renewable energy and industrial sector will further increase from
RMB192.9 million in 2024 to RMB1,577.0 million in 2028, with a CAGR of 69.1%.

The global GaN power semiconductor market in data centers increased rapidly from
RMB8.2 million in 2019 to RMB70.0 million in 2023, with a CAGR of 70.9%. Data centers
account for an increasing share of global electricity demand year by year. In 2023, global data
centers accounted for 1.4% of global electricity demand, and this is expected to rise to 9.4%
by 2028. With the demand for more efficient and compact power solutions, the GaN power
semiconductor market in data centers will further increase from RMB136.2 million to
RMB1,462.0 million in 2028, with a CAGR of 81.0%.
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The following charts show the global market size trends of GaN power semiconductors’
major downstream applications.
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• Consumer Electronics. The global sales of consumer electronics were 2,692.0 million
units in 2023, and in the forecast period, the consumer electronics industry is expected to
sustain its recovery momentum by capturing the market demand resurgence with product
inventory decreasing and the introduction and boom of innovative product offerings such
as AR/VR and drones. The global sales of consumer electronics are expected to reach
3,887.5 million units by the year 2028, with a CAGR of 7.6% during the period from 2023
to 2028. Due to the large existing market scale and extensive application scenarios,
consumer electronics is still an important and promising application of GaN power
semiconductors.
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• Electric Vehicles. Driven by longer driving range with increasing battery capacity,
decreasing cost and price of EV, more mature and convenient charging infrastructure,
improving experience of intelligent cabin as well as stronger environmental conscious of
consumers, the penetration rate of EV over total vehicles is expected to continue to grow.
The global sales volume of EV is expected to further increase to 50.5 million units by
2028, representing a 29.2% CAGR from 14.0 million units in 2023. Besides, the sales
volume of EV in China is expected to increase from 9.5 million units 2023 to 12.2 million
units in 2024, with a growth rate of 29.0%, and is expected to further increase to 26.2
million units in 2028, with a CAGR of 20.9% from 2024 to 2028. Additionally, in China’s
EV market, the proportion of GaN power semiconductor in the overall power
semiconductor is expected to increase from less than 1% in 2023 to around 20% in 2028.
EV will be an important application scenario and demand driver for GaN power
semiconductors.

• Data centers. The global computing power capacity is expected to grow from 1,494.9
EFlops in 2023 to 18,282.3 EFlops by 2028 with a CAGR of 65.0% driven by strong
demand from end applications including AI, cloud computing, cryptocurrency, etc. Data
centers consume high amounts of energy, are growing rapidly, and account for an
increasing share of global electricity demand year by year. In 2023, global data centers
accounted for 1.4% of global electricity demand, and this is expected to rise to 9.4% by
2028. And the application of GaN power semiconductors will be one of the key
technologies for optimising energy efficiency in data centres.

• Renewable energy and industrial. With the continuous increase in global penetration of
energy storage for industrial, commercial and household users, and the significant
increase of 5G base stations, power consumption will become one of the most important
sections for energy storage batteries. It is estimated that in 2028, the global energy storage
battery annual installed capacity is expected to continue to increase to 1,302.5 GWh,
representing a CAGR of 46.3% from 2023 to 2028, thereby driving the growth of the GaN
power semiconductor market.

Development Trends of GaN Power Semiconductor Market

• Expansion of Downstream Applications. GaN power devices have great potential among
a broad range of applications in consumer electronics and are gradually penetrating into
emerging segments including EVs, data centers, AI, energy storage and photovoltaics. For
example, in on-board charger applications for EVs, GaN power devices can reduce size
significantly while achieving charging efficiency improvement with a superior heat
dissipation structure. In converters for EVs, GaN has greater power density than Si-based
power devices, which can save energy and increase the battery lifecycle. Moreover, GaN
is more efficient than the traditional Si solution in addressing data center power supply
dilemmas such as solving large ASIC chip power supply bottleneck or reducing system
space when achieving high-power density supply.
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• IDM as the Leading Business Model. The GaN market is expected to face more intense
market and technical competition. To enhance competitiveness and ensure supply
stability, GaN power semiconductor players tend to integrate resources and technical
advantages to establish a complete industry chain system encompassing both the design
and production of GaN power semiconductors. On the supply side, the IDM model is
expected to become the leading business model for the GaN semiconductor industry, as
design and process integration achieve synergies, customized solutions provided for
customers and capacity and supply secured following scale growth. Therefore, there have
been several instances in recent years where leading IDM power semiconductor
companies acquired players in the GaN power semiconductor industry to establish their
presence. Consequently, the IDM model is anticipated to be the dominant business model
for the future GaN industry, where companies adopting an early IDM layout can gain a
first-mover advantage along with long-term competitiveness.

• Transition from 6 inch to 8 inch. GaN power semiconductor production can leverage the
equipment of Si semiconductors, and the equipment and process for 8-inch Si are
currently more mature and efficient compared to 6-inch Si. Therefore, the production of
8-inch GaN has a competitive advantage over 6-inch GaN due to better equipment
compatibility and maturity, making 8 inch the direction for GaN power semiconductors
in the forecast period. Additionally, following the same path as Si, the industry trend from
6-inch to 8-inch development offers lower costs and higher yield rates. Thus, the
technological, process and capacity transition from 6-inch to 8-inch development will
provide leading players with significant first-mover advantages. In terms of revenue, the
market share of 6-inch and 8-inch GaN in the global GaN power semiconductor market
in 2023 was 66.3% and 33.7%, respectively.

Market Drivers of GaN Power Semiconductor Market

• Demand for New Materials for High Energy Efficiency. With the growing global focus
on energy efficiency and environmental sustainability, industries are seeking solutions to
improve energy efficiency and reduce energy consumption, especially with the recent
boom in compute intensive applications such as cloud computing and cryptocurrency.
GaN, with its high frequency and high efficiency, can provide more energy-efficient
solutions to the industry, leading to a reduction in the overall size and cost of systems.
For example, in consumer electronics, GaN chargers offer higher charging efficiency,
smaller sizes and lower case temperatures, enhancing the overall solution. The use of GaN
power devices in electric vehicle on-board chargers, on-board inverters and motor
controllers can significantly improve energy efficiency, thereby reducing the burden on
on-board cooling systems and increasing the driving range of EVs. 5G communication
networks and data centers need to handle large amounts of data and high power loads
while maintaining low power consumption. Power supplies based on GaN power devices
are designed to provide 5G communication networks and data center equipment with
higher power supply efficiencies, less energy loss and fewer instances of equipment
overheating. Therefore, the trend towards high-energy-efficiency conversion will
effectively drive the development of the GaN power semiconductor industry in the future,
revolutionizing the entire power application sector.
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• Lower Solution Cost. First, silicon, as the first-generation of semiconductor materials,
has a certain cost advantage. However, GaN power devices offer higher energy efficiency
compared to silicon-based power devices, reducing the overall size, energy consumption
and production costs of the entire solution. Thus, the cost difference between GaN power
devices and silicon-based power devices is expected to gradually diminish in the future.
Second, with advancements in GaN power semiconductor production technologies and
increased production scale, manufacturing costs are expected to continue to decline,
reducing the overall unit cost of semiconductor devices. The 8-inch production line can
produce wafers with approximately 80% more devices per wafer than 6-inch wafers and
reduce single chip costs by 30%. Third, the high reliability and stability of GaN power
devices can reduce the frequency of product maintenance and replacement, lowering
usage costs for end consumers. Therefore, the improved cost competitiveness of GaN
power semiconductors is expected to continuously drive the industry’s development.

• Supportive Policies. Governments around the world have shown strong support for the
semiconductor industry, especially for new materials such as GaN. In July 2023, China’s
MIIT and other departments issued the “Implementation Opinions on Improving
Manufacturing Reliability,” which clearly state that the electronics industry will prioritize
the development of third-generation semiconductor power devices such as GaN and SiC.
This directive sets clear requirements for the development of the GaN power
semiconductor industry while promoting standardized production. In April 2023, the
“European Chips Act” was approved, with the EU committing to invest C430 billion in
the semiconductor industry. The goal is to increase Europe’s share of chip manufacturing
to 20% of the global market by 2030. In March 2022, Japan implemented the
Semiconductor Aid Law, which subsidizes the construction of advanced semiconductor
plants in Japan.

Raw Material Price of GaN Power Semiconductor Industry

The production cost of Si-based GaN power semiconductors mainly includes
manufacturing and raw material costs. The manufacturing cost mainly includes depreciation of
equipment, cost of labor and cost of energy, and accounts for about 80% of the production cost.
Among different types of raw materials, the cost of which accounts for about 20% of the
production cost, silicon substrate is the major raw material, and other raw materials include
photoresist, cleaning fluid, sputtering target, special gases, trimethylgallium, etc.

Cost of silicon substrate accounts for around 30% of the total raw material costs of
Si-based GaN power semiconductors. From 2019 to 2020, affected by the Sino-US trade issues
and the decrease in demand from the downstream consumer electronics market, silicon
substrate prices in China remained at a relatively low level. With the gradual recovery of
demand and the stabilization of the supply chain, silicon substrate prices began to rise in 2021.
In 2022, due to insufficient upstream silicon material production capacity, the price of silicon
substrates rose significantly. In 2023, with the release of domestic silicon material production
capacity, silicon substrate prices dropped significantly. In the long run, as the market supply
generally meets the downstream demand, it is expected that the price of silicon substrate in
China will generally remain stable.
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Price of Silicon Substrate, China, 2019-2023
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Trimethylgallium, rather than gallium, is another type of raw material of Si-based GaN
power semiconductors. Its cost accounts for around 1% of the total raw material costs. The
price of gallium in China experienced significant fluctuations from 2020 to 2023, which was
mainly caused by the changes in demand from its multiple downstream industries, including
semiconductor, superalloy and medical imaging. And its price in June 2024 was approximately
28% higher than that in August 2023, when China implemented export control on gallium.
However, the price of trimethylgallium remained stable from August 2023 to June 2024,
fluctuating narrowly between RMB3,200/kg and RMB3,500/kg. The price fluctuation of
gallium only had relatively limited influence to the price of trimethylgallium, because the cost
of gallium only accounts for around 30%-50% of the total production costs of
trimethylgallium, while the other primary production costs, including cost of various
methylating agents, cost of production techniques, cost of energy, cost of labor, and
depreciation of equipment, remained stable in the China market from August 2023 to June
2024.
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Price of Gallium, China, 2019-2023
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Furthermore, the risk of gallium shortage in the China market is not foreseeable in the
forecast period. The present gallium reserves of China are around 190 thousand tons,
accounting for approximately 68% of world’s total gallium reserves. While the production
volume of primary gallium of China only reached 700 tons in 2023, accounting for a proportion
of less than 0.4% of the present gallium reserves. Furthermore, the growing gallium recycling
business around the world can also meet part of the gallium demand.

In addition, since raw material cost only accounts for about 7.1% of the Group’s total cost
of sales in 2023, the price fluctuations of raw materials only had limited impact on the prices
of the Group’s final products.

COMPETITIVE ANALYSIS OF GLOBAL GAN POWER SEMICONDUCTOR MARKET

Competitive Landscape of Global GaN Power Semiconductor Market

GaN power semiconductor companies can be categorized into IDM and fabless
companies. Representative IDM companies include the Company and Company D, while major
fabless model companies include Company A, Company B and Company C. Compared to the
fabless model, the IDM model requires significant capital investment and technological
accumulation and offers notable advantages, including synergies between the design and
manufacturing process, capacity and supply security, cost advantages of scale production and
continuous process and technology upgrades. Consequently, existing IDMs in the industry have
first-mover advantages and long-term competitiveness.
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GaN power semiconductor companies can also be classified into pure-play third-
generation power semiconductor companies and non-pure-play third-generation power
semiconductor companies. Pure-play third-generation power semiconductor companies include
the Company, Company B and Company C. These companies directly develop third-generation
semiconductor technologies without an existing silicon-based semiconductor business, which
prevents conflicts in resource allocation with other business departments. Additionally, these
companies can develop their GaN power semiconductor business independently, without being
constrained by the technological processes of their original silicon-based semiconductor
business. Limitations of such companies include the relatively smaller potential markets and
narrower downstream application areas. They occupied a share of around 63% in the global
GaN power semiconductor market in 2023, in terms of revenue. On the contrary, non-pure-play
third generation power semiconductor companies are those who develop third-generation
semiconductor technologies on the basis of their existing silicon-based semiconductor
business. Such companies include Company A and D, and occupied a share of around 37% in
the global GaN power semiconductor market in 2023, in terms of revenue. Compared with
pure-play companies, such companies can enjoy larger potential markets, and wider
downstream application areas, but may have conflicts in resource allocation between different
business departments.

In the GaN power semiconductor industry, a type of GaN power semiconductor product
typically enters the phase of mass production when a cumulative production scale of over 200
wafers is achieved. The industry standard for GaN power semiconductor companies to achieve
mass production capabilities is determined by various factors, including the stability of the
manufacturing process and the yield of the final products. The production capacities of those
companies that achieve mass production are generally above 6,000 pieces per month.

Ranking of Global GaN Power Semiconductor Companies

With revenue of RMB592.7 million from the GaN power semiconductor sector, the
Company ranked the first among all GaN power semiconductor companies in 2023 globally
with a market share of 33.7%. The combined market share of the top five companies reached
92.8% in 2023. Except the Company, other GaN power semiconductor companies mainly
provide 6-inch products. The major GaN power semiconductor companies in terms of revenue
globally mainly consist of the Company, EPC, Infineon, Navitas, and Power Integrations.

Top 5 GaN Power Semiconductor Companies (by revenue), Global, 2023

33.7%

19.8%

10.6%

10.5%

7.2%

The Company

Company A

Company B

Company C

Company D

Others
18.2%

Rank Company Country
Business
Model

Business
Type* 

Market
Share

1 The Company China IDM Pure-play 592.7 33.7%

2 Company A US Fabless
Non-pure-

play 348.7 19.8%

3 Company B US Fabless Pure-play 320.6 18.2%

4 Company C US Fabless Pure-play 186.4 10.6%

5 Company D Germany IDM
Non-pure-

play 185.3 10.5%

Others 125.8 7.2%

Total 1,759.5 100.0%

GaN Power
Semiconductor

Revenue
(in RMB Mn)

Source: Company reports, Frost & Sullivan

INDUSTRY OVERVIEW

– 135 –



Note: The comparison in business type indicates whether the company is a pure-play or non-pure-play third
generation power semiconductor company.

Company A, a company headquartered in the US and listed on the New York Stock Exchange, was established
in 1988 and primarily offers analog and mixed-signal integrated circuits and other electronic components and
circuitry used in high-voltage power conversion.

Company B, a company headquartered in the US and listed on the New York Stock Exchange, was established
in 2014 and primarily offers GaN power integrated circuits, silicon carbide, and associated high-speed silicon
system controllers.

Company C, a company headquartered in the US, was established in 2007 and primarily offers GaN-based
power devices.

Company D, a company headquartered in Germany and listed on the Frankfurt Stock Exchange and in the US
on the over-the-counter market OTCQX International Premier, was established in 1999 and primarily offers
digital, mixed-signal and analog integrated circuits, discrete semiconductor products and system solutions.

Besides revenue, the Company also leads the global GaN power semiconductor market in
production capacity. The production capacity of the Company reached 10,000 pieces per month
by the end of 2023, empowering it with the ability to continuously expand production. The
product yield rate of the Company, which is above 95%, is also higher than the average of other
GaN power semiconductor manufacturing companies, which is approximately between 90%
and 95%.

Ranking of Global Power Semiconductor Companies

In terms of revenue from the power semiconductor sector in 2023, Company D ranked
first among all power semiconductor companies globally. With a revenue of RMB59.9 billion,
it accounted for 17.9% of the market. The combined market share of the top 10 companies
reached 66.9%. With a revenue of RMB592.7 million in the global market and RMB534.8
million in the China market in 2023, the Company accounted for 0.2% of the global power
semiconductor market, and 0.4% of the China power semiconductor market. Additionally, none
of the top 10 power semiconductor companies in terms of revenue in 2023 globally are
pure-play ones. The major power semiconductor companies in terms of revenue globally
mainly consist of Analog Devices, Infineon, MediaTek, Monolithic Power Systems, NXP,
Onsemi, Qualcomm, Renesas, STMicroelectronics, and Texas Instruments.
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Top 10 Power Semiconductor Companies (by revenue), Global, 2023

7.8%
4.8%

2.5%
2.5%
2.3%

Company D

Company E

Company F

Company G

Company H

Company I

Company J

Company K

Company L

Company M

Others

Rank Company Country

1 Company D Germany

2 Company E Switzerland

3 Company F US

4 Company G US

5 Company H US

6 Company I US

7 Company J Japan

8 Company K US

9 Company L Netherlands

10 Company M
Taiwan,
China

Others

Total

Business
Model

IDM

IDM

IDM

IDM

IDM

Fabless

Fabless

Fabless

IDM

IDM

Market
Share

Power
Semiconductor

Revenue
(in RMB Bn)

59.9 17.9%

27.3 8.1%

26.7 8.0%

26.2 7.8%

24.7 7.4%

18.8 5.6%

16.1 4.8%

8.5 2.5%

8.5 2.5%

7.8 2.3%

111.2 33.1%

335.7 100.0%

8.1%

8.0%

17.9%

33.1%

7.4%5.6%

Source: Company reports, Frost & Sullivan

Note: Company E, a company headquartered in Switzerland and listed on the New York Stock Exchange, the Paris
Stock Exchange and the Italian Stock Exchange, was established in 1987 and primarily offers dedicated
automotive ICs, analog, industrial and power conversion ICs, and others.

Company F, a company headquartered in the US and listed on the New York Stock Exchange, was established
in 1999 and primarily offers intelligent power and sensing solutions.

Company G, a company headquartered in the US and listed on the New York Stock Exchange, was established
in 1930 and primarily offers analog chips and embedded processors.

Company H, a company headquartered in the US and listed on the New York Stock Exchange, was established
in 1965 and primarily offers data converters, amplifiers, radio frequency ICs, and others.

Company I, a company headquartered in the US and listed on the New York Stock Exchange, was established
in 1985 and primarily offers semiconductors, software and services related to wireless technology.

Company J, a company headquartered in Japan and listed on the Tokyo Stock Exchange, was established in
2002 and primarily offers microcontrollers, analog, power, and SoC products.

Company K, a company headquartered in the US and listed on the New York Stock Exchange, was established
in 1997 and primarily offers semiconductor-based power electronics solutions.

Company L, a company headquartered in Netherlands and listed on the New York Stock Exchange, was
established in 2006 and primarily offers high-performance mixed-signal and standard products and solutions.

Company M, a company headquartered in Taiwan, China and listed on the Taiwan Stock Exchange, was
established in 1997 and primarily offers multimedia integrated circuits.
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Entry Barriers of GaN Power Semiconductor Market

• Technology Barrier. The GaN power semiconductor industry is a knowledge-intensive
high-tech sector with comprehensive applications across multiple fields. Leading
companies in the industry have accumulated substantial experimental data and years of
technical and process experience, creating significant technical challenges for new
entrants. It would take years of efforts for newcomers to overcome these challenges. For
instance, if a new entrant without existing production capabilities plans to manufacture
8-inch GaN power semiconductors, it would typically take one to two years to produce
samples in the laboratory, another one to two years to construct production lines and an
additional three to five years to achieve large-scale production. Similarly, if a 6-inch GaN
power semiconductor IDM model player plans to transition to 8-inch production, it would
require several years and significant capital investment to reach large-scale production
with a product yield rate higher than 90%. Existing leading players in the industry have
significant technical advantages, forming a strong barrier to entry for new competitors.

• Product Quality and Reliability Barrier. Potential clients usually have high standards
regarding the stability and uniformity of GaN power semiconductors. Thus, the
development of GaN power semiconductor companies largely depends on product quality
and reliability. Leading companies need long-term accumulated know-how, advanced
management abilities and manufacturing technology to build and maintain their product
quality and reliability advantages. For new entrants, it would take a long time to raise
their product quality and reliability to the industry average. Consequently, the gap in
product quality and reliability compared to leading companies presents a significant
challenge for new entrants in their early stages.

• Customer Resource Barrier. The number and quality of downstream clients critically
impact the long-term growth of GaN power semiconductor companies. Companies must
undergo long-term rigorous assessments before entering the supply chain and establishing
cooperation relationships with downstream clients. Additionally, internationally
renowned downstream clients have low willingness to replace their existing suppliers due
to the long assessment cycles and high switching costs involved. Therefore, the lack of
customer resources poses significant obstacles to new entrants and offers a significant
first-mover advantage to existing leading players.

• Capital Barrier. The GaN power semiconductor industry requires substantial capital
investment for the design and manufacturing processes. To maintain technological
advancement and market competitiveness, as well as raise product yield rates and
capacity utilization rates, companies need significant funds for building talented teams,
conducting R&D, expanding production lines, procuring equipment and optimizing
production processes. This is especially critical as the GaN power semiconductor industry
is rapidly developing with a broad range of product categories and downstream
applications. For new market entrants, apart from technological challenges, the large
capital investment required also poses a strong barrier to achieving large-scale
production.
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• Talent Barrier. The technology-intensive semiconductor industry requires a
comprehensive talent pool covering various fields, including design, manufacturing,
packaging and testing. However, there is a relative scarcity of qualified talent in the GaN
power semiconductor industry. With the rapid expansion of the GaN power semiconductor
market, the demand gap for high-end talent with technical skills and experience is
continuously widening. Accumulating and reserving talent compatible with the
technology, process and production facilities of GaN power semiconductor players is
crucial but difficult, especially for new entrants with the IDM model, which requires
talent from numerous fields within the industry.
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We are subject to a variety of PRC laws, rules and regulations across a number of aspects
of our business. This section sets forth a summary of the most significant laws and regulations
that are applicable to our current business activities within the territory of the PRC.

REGULATIONS ON FOREIGN INVESTMENT

On December 29, 1993, the Standing Committee of the National People’s Congress (the
“SCNPC”) issued the Company Law of the PRC (�•�®�!�,�‘ ), which was lasted amended on
December 29, 2023, and came into effect on July 1, 2024. The Company Law of the PRC
regulates the establishment, operation and management of corporate entities in China and
classifies companies into limited liability companies and limited companies by shares. The
revisions mainly focus on refining the systems for the establishment and withdrawal of
companies, optimizing the organizational structure of companies, modifying the capital system
of companies, strengthening the responsibilities of controlling shareholders and the
management level, strengthening the social responsibilities of companies and etc.

Investment activities in the PRC by foreign investors are principally governed by the
Catalog of Encouraged Industries for Foreign Investment (�•�|�¸�.
 �³���*�8�f�}�‘ ) (the
“Encouraged Catalog”), and the Special Administrative Measures (Negative List) for Foreign
Investment Access (�•�.
 �³���X�]	$�9�M�#
£�D (���&
ö�
 )�‘ ) (the “Negative List”), which
are promulgated and amended from time to time by the Ministry of Commerce (the
“MOFCOM”) and the National Development and Reform Commission (the “NDRC”), and
together with the Foreign Investment Law of PRC (�•�•
6�[�O�•�q
7�.
 �³���,�‘ ) (the
“Foreign Investment Law”) and its respective implementation rules and ancillary regulations.

In March 2019, the Foreign Investment Law was promulgated by National People’s
Congress (the “NPC”) and came into effect on January 1, 2020. The Foreign Investment Law,
by means of legislation, establishes the basic framework for the access, promotion, protection
and administration of foreign investment in view of investment protection and fair competition.
According to the Foreign Investment Law, foreign investment shall enjoy pre-entry national
treatment, except for those foreign invested entities that operate in industries deemed to be
either “restricted” or “prohibited” in the “negative list”, and the State Council shall promulgate
or approve a list of special administrative measures for access of foreign investments. To
ensure the effective implementation of the Foreign Investment Law, the Regulations on
Implementing the Foreign Investment Law of the PRC (�•�•
6�[�O�•�q
7�.
 �³���,�¼�D
â
�7�‘ ) (the “Implementation Regulations”), was promulgated by State Council in December
2019 and came into effect on January 1, 2020, which further clarified that the state encourages
and promotes foreign investment, protects the lawful rights and interests of foreign investors,
regulates foreign investment administration, continues to optimize foreign investment
environment, and advances a higher-level opening.

The NDRC and the MOFCOM jointly issued the Special Administrative Measures
(Negative List) for Foreign Investment Access (2021 version) (�•�.
 �³���X�]	$�9�M�#
£�D
(���&
ö�
 ) (2021�Ë�H )�‘ ) (the “2021 Negative List”) on December 27, 2021, to replace the
previous encouraging catalog and negative list thereunder. Pursuant to the Foreign Investment
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Law, the Implementation Regulations and the 2021 Negative List, foreign investors shall not
make investments in prohibited industries as specified in the Negative List, while foreign
investments must satisfy certain conditions stipulated in the Negative List for investment in
restricted industries. Industries not listed in the Negative List are generally deemed
“permitted” for foreign investments. The 2021 Negative List sets out 31 industries which
foreign investments are prohibited or restricted. On September 8th, the Special Administrative
Measures (Negative List) for Foreign Investment Access (2024 version) has been issued and
which will come into effect in November 2024 and set out 29 industries foreign investments
are prohibited or restricted.

According to the Measures for the Security Review of Foreign Investment (�•�.
 �³���Ä
�Œ�2�_�l�,�‘ ) promulgated by the NDRC and the MOFCOM on December 19, 2020 and
became effective on January 18, 2021, any foreign investment that has or possibly has an
impact on state security shall be subject to security review in accordance with the provisions
hereof. A foreign investor or a party concerned in China shall take the initiative to make a
declaration to the working mechanism office, which is set up in the NDRC and led by the
NDRC and MOFCOM, prior to making the investment in any important infrastructure,
important transportation services and other important fields that concern state security while
obtaining the actual control over the enterprises invested in.

REGULATIONS ON THE IC INDUSTRY

On January 25, 2017, NDRC issued the Guiding Catalogue of Key Products and Services
in Strategic Emerging Industries (2016 Edition) (�•�·�+�Ì�-�3�*�8� �Ã�*�Ü�q��
��8�¬�f�}
(2016�H)�‘ ), which clarifies eight industries in five major areas, which are further subdivided
into 174 sub-directions under 40 key directions and nearly 4,000 subdivided products and
services. Among them are: integrated circuit chip products, integrated circuit materials, electric
and electronic power devices and semiconductor materials.

On March 5, 2023, the first session of the 14th NPC reviewed and approved the Report
on the Implementation of the Central and Local Budgets for 2022 and Draft Central and Local
Budgets for 2023 (�•�ë�õ 2022�Ë�•�/�q�®�Ù�k�Q
B��
‹�1�~ 2023�Ë�•�/�q�®�Ù�k�Q	£�é�Y��
�S�‘ ), and the Draft Central and Local Budgets for 2023 (�• 2023�Ë�•�/�q�®�Ù�k�Q	£�é�‘ )
(the “Draft Budgets”). The Draft Budgets pointed out that the main revenue and expenditure
policies for 2023 include promoting the optimization and upgrading of the industrial structure,
insisting on building industrial development on the basis of scientific and technological
support, and promoting the improvement of the industrial technological innovation system. In
March 2024, the 14th NPC issued the Report on the Implementation of the 2023 Central and
Local Budget and on the Draft 2024 Central and Local Budget (�•�ë�õ 2023�Ë�•�/�q�®�Ù�k
�Q
B��
‹�1�~ 2024�Ë�•�/�q�®�Ù�k�Q	£�é�Y���S�‘ ), which points out that the special funds
for industrial foundation reconstruction and high-quality development of manufacturing
industry will be RMB10.4 billion to support faster breakthroughs in basic products and core
technologies and enhance the resilience and competitiveness of the industry chain supply
chain.
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According to the Circular of “14th Five-Year Plan” for the Development of Digital
Economy (�• “�d�,�ž ”�p�¿�¾�ö�ï�•�•�Œ�Y�·�]�‘ ), promulgated by the State Council on
December 12, 2021, during the “14th Five-Year Plan” period, the promotion of digital
industrialization should be accelerated to make up for key technical shortcomings. Optimizing
and innovating organizational methods such as “selecting the best candidates via open
competition mechanism”, focusing on breakthroughs in key core technologies in the fields of
high-end chips, operating systems, industrial software, core algorithms and frameworks, and
strengthening the integrated research and development of general-purpose processors, cloud
computing systems, and key software technologies. In addition, the competitiveness of key
links in the industrial chain should be improved, and the supply chain systems of key industries
such as 5G, integrated circuits, new energy vehicles, artificial intelligence, and industrial
Internet should be improved.

The NPC promulgated the Outline of the 14th Five-Year Plan for National Economic and
Social Development and the Long-Range Objectives through the Year 2035 of the PRC (�•�•

6�[�O�•�q
7
7�O�¾�ö�q�_�6�ï�•�K�d�,�H�ž�Ë�•�Œ�q 2035�Ë�Ã�{�f�z�d���‘ ) (the “14th
Five-Year Plan and the Long-Range Objectives through the Year 2035”) on March 11,
2021, proposing to foster advanced manufacturing clusters and promote Industrial innovation
and development of integrated circuits, aerospace, ship and ocean engineering equipment,
robots, advanced rail transit equipment, advanced power equipment, construction machinery,
high-end CNC machine tools, medicine, and medical equipment. The 14th Five-Year Plan and
the Long-Range Objectives through the Year 2035 focuses on key areas such as high-end chips,
operating systems, key algorithms for artificial intelligence, and sensors, and accelerating
breakthroughs in research and development and iterative applications of basic theories, basic
algorithms, and equipment materials. Strengthening the integrated research and development of
general-purpose processors, cloud computing systems, and software core technologies, and
proposes to accelerate the deployment of cutting-edge technologies such as quantum
computing, quantum communication, neural chips, and DNA storage; strengthening cross-
innovation in basic disciplines such as information science, life science, and materials;
supporting the development of innovative consortia such as digital technology open source
communities, and improving open source intellectual property rights and legal systems,
encouraging enterprises to open software source code, hardware design and application
services. Furthermore, the 14th Five-Year Plan and the Long-Range Objectives through the
Year 2035 also pointed out the need to focus on advantageous resources to address key core
technologies in integrated circuits industry, including integrated circuit design tools, key
equipment and high-purity targets and other key materials research and development, advanced
processes on integrated circuits and insulated gate bipolar transistors (IGBT),
microelectromechanical systems (MEMS) and other characteristics of the process
breakthroughs, the upgrading of advanced storage technology, silicon carbide, GaN and other
wide-bandwidth semiconductor development.

On January 15, 2021, the Ministry of Industry and Information Technology (the “MIIT”)
promulgated the Circular on the Issuance of the Action Plan for the Development of Basic
Electronic Components Industry (2021-2023) (�•�ë�õ�™�ï <
?�þ�e�•�©�œ�•�*�8�ï�•��
����Œ
(2021-2023�Ë)>�Y�·�]�‘ ), emphasizing the theme of promoting high-quality development,

REGULATORY OVERVIEW

– 142 –



deepening the supply-side structural reform as the main line, reform and innovation as the
fundamental driving force, to strengthen the electronic components industry, consolidate the
information technology industry foundation as the goal, to the key core technologies as the
main direction of attack, to support the key industry market applications, to establish a sound
industrial chain supporting system, to promote the basic electronic components industry to
achieve high-quality development, and to safeguard the security of the national information
technology industry.

On December 1, 2019, the Central Committee of the Chinese Communist Party and the
State Council issued the Outline of the Plan for the Integrated Development of the Yangtze
River Delta Region (�•�—�ê�g�	�r
�
9�S���·�ï�•�•�Œ�d���‘ ), focusing on the ten key areas
including integrated circuits, new displays, Internet of Things, big data, artificial intelligence,
new energy vehicles, life and health, large airplanes, intelligent manufacturing, and cutting-
edge new materials, and extending the robotics and integrated circuits industry chain, and
cultivated a number of leading enterprises with international competitiveness. To
conscientiously implement the Outline of the Plan for the Integrated Development of the
Yangtze River Delta Region, the Ministry of Science and Technology of the PRC, NDRC,
MIIT, People’s Bank of China, China Banking and Insurance Regulatory Commission (has
been revoked), the China Securities Regulatory Commission (the “CSRC”) collectively further
promulgated the Program for the Construction of the G60 Science and Technology Corridor in
the Yangtze River Delta (�•�—�g�	 G60�Å�ô���<���£�Ù�é�‘ ) (the “G60 Program”) on 27
October, 2020. According to the G60 Program, the construction of Science and Technology
Corridor in the Yangtze River Delt should adhere to the combination of market mechanism-led
and industrial policy guidance, jointly prepare the development plan of advanced
manufacturing industry, strengthen the synergistic and staggered development of regional
advantageous industries around artificial intelligence, integrated circuits, biomedicine, high-
end equipments, new energies, new materials, new energy automobiles, etc., push forward the
upgrading of the industrial structure, build a number of national strategic emerging industry
bases with global competitiveness, cultivate a number of leading enterprises with international
competitiveness in the key fields, and accelerate the cultivation of the layout of a batch of
future industries, such as quantum information, brain-like chips, third-generation
semiconductors and gene editing.

On July 27, 2020, the State Council announced Several Policies to Promote the
High-quality Development of the IC Industry and the Software Sectors in the New Era (�•�-
�Û�‚�®
†
«�Ó�e�)�*�8�q�´�•�*�8	÷�/
Ž�ï�•�Y�ð�•�A
��‘ ), in order to further optimize the
development environment of the integrated circuit industry and software sectors, deepen
international cooperation in the industry, and enhance the industrial innovation capability and
development quality, launch a series of supporting fiscal and taxation, investment and
financing, research and development, import and export, talents, intellectual property rights,
market application and international cooperation policies.
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On November 19, 2017, the State Council promulgated the Guiding Opinions of the State
Council on Deepening “Internet + Advanced Manufacturing” and Developing Industrial
Internet (�•
7
�	ë�ë�õ�	�· “�•�L�c +�‹
†�¡�¿�8 ”�ï�•�ˆ�8�•�L�c�Y�8�¬�����‘ ) (the
“Guiding Opinions”). The Guiding Opinions encourage domestic and foreign enterprises to
cooperate in tackling technical problems for weak links such as big data analysis, industrial
data modelling, key software systems, and chips; it is recommended to implement relevant
preferential tax policies, promote preferential enterprise income tax for software and integrated
circuit industries, and encourage relevant enterprises to accelerate the development and
application of industrial Internet.

In June 2014, the State Council promulgated the Outline for Promoting the Development
of the National Integrated Circuit Industry (�•
7�•
«�Ó�e�)�*�8�ï�•
ª
†�d���‘ ), which
stated that the development goal of the integrated circuit industry is to reach an advanced
international standard in the major links of the integrated circuit industry chain by 2030, with
a number of enterprises entering the international first tier and achieving leapfrog
development. The main tasks and development priorities are to focus on the development of
integrated circuit design industry, accelerate the development of the integrated circuit
manufacturing industry, enhance the development level of the advanced packaging and testing
industry, and make breakthroughs in the key equipment and materials for integrated circuits.

REGULATIONS ON WORK SAFETY AND ENVIRONMENTAL PROTECTION

Work Safety

According to the Regulations on the Safety Supervision of Special Equipment (�•	$�G�£
�ê�Ä�Œ�9�À
â�7�‘ , which was released on 11 March 2003 and revised on 24 January 2009 by
the State Council, entities that use elevators and other special equipment must meet the
statutory requirements in such aspects as personnel, management system, regular inspection
and legal license. Entities using special equipment shall strictly implement the provisions of
these Regulations and laws and administrative regulations on safe production, and ensure safe
use of special equipment.

Pursuant to the Fire Protection Law of the PRC (�•�•
6�[�O�•�q
7	
�#�,�‘ )
promulgated by the SCNPC on April 29, 1998, and last amended on April 29, 2021 and
effective therefrom, the Department of Emergency Management under the State Council and
the local people’s governments at or above county level shall supervise and administer the
matters of fire protection, while the fire control and rescue institutions of such people’s
governments shall be responsible for implementation. The design of fire control of the
construction projects must comply with the national technical standards of fire control. If the
design of fire control of a construction project has not been examined pursuant to the relevant
laws or failed to pass the examination, the construction of such project is not allowed. If a
completed construction project has not gone through the fire safety inspection or failed to
satisfy the requirements of fire safety upon inspection, such project is not allowed to be put to
use or business.
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Environmental Protection

The Environmental Protection Law of the PRC (�•�•
6�[�O�•�q
7���¤�­�•�,�‘ ) was
promulgated and effective on 26 December 1989, and most recently amended on 24 April 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 relevant 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.

Environment Impact Assessment

On 28 October 2002, the SCNPC promulgated the Environmental Impact Assessment Law
of PRC (�•�•
6�[�O�•�q
7���¤�B�¤
Y���,�‘ ), which was latest amended on 29 December
2018. According to the Environmental Impact Assessment Law, the State Council implemented
the environmental impact assessment to classify construction projects according to the impact
of the construction projects on the environment.

Pursuant to the Interim Measures for Environmental Protection Acceptance of Completed
Construction Projects (�•���£
°�f
��ˆ���¤�­�•���×�r���l�,�‘ ) effective as of 20
November, 2017 and the Regulations on the Administration Construction Project
Environmental Protection (�•���£
°�f���¤�­�•�M�#
â�7�‘ ), which was revised on 16 July
2017 and implemented on October 1, 2017, after the completion of a construction project for
which an environmental impact report or an environmental impact report form is required, the
construction entity shall, according to standards and procedures prescribed by the
environmental protection administrative authorities, conduct environmental protection
completion acceptance check and compile an acceptance check report. A construction project
for which an environmental impact report or an environmental impact report form is required
shall not be put into production or use until the environmental protection completion
acceptance check has been passed.

According to the Environmental Impact Assessment Law, where a construction entity
commenced construction prior to submission of the environmental impact report and
environmental impact statement of the construction project or prior to resubmission of the
environmental impact report and environmental impact statement, the ecological environment
authorities at the county level or above shall order it to stop the construction, impose a fine of
not less than 1% but not more than 5% of the overall investment amount for such construction
project according to the seriousness and consequences of such violations, and order it to restore
to the original status; and the person-in-charge and responsible personnel of the construction
project shall be liable to administrative sanctions in accordance with laws.
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Hazardous Chemicals

According to the Work Safety Law of the PRC (�•�•
6�[�O�•�q
7�Ä�Œ�[�*�,�‘ ), which
was promulgated by the SCNPC in 2002 and was latest amended in June 2021, where
dangerous goods are to be manufactured, sold, transported, stored, used or to be disposed of
or scrapped, business operators shall abide by relevant laws and regulations, as well as the
national standards or industrial specifications, establish a special system for safety control,
adopt reliable safety measures, and subject themselves to supervision and control by the
competent departments in accordance with law. The Regulation on the Safety Administration
of Hazardous Chemicals (�•�š�ˆ�·�ª�Ü�Ä�Œ�M�#
â�7�‘ ), which was promulgated by the State
Council and latest amended in 2013, has further stipulates that enterprises using hazardous
chemicals shall, in accordance with the types and hazard characteristics of the used hazardous
chemicals as well as the amount and mode of use, establish and perfect the safety
administration regulations and safety operating rules for the use of hazardous chemicals so as
to guarantee the safe use of hazardous chemicals, and shall comply with the provisions of laws
and regulations regarding the storage hazardous chemicals. Enterprise fails to comply with
such regulatory requirements shall be ordered to rectify, to suspend business operations, be
imposed fines, or even has its permits or business license be revoked by the relevant
government authorities.

Pollutant Discharge Permit

Pursuant to the Law on the Prevention and Control of Environmental Pollution Caused by
Solid Waste of the PRC (�•�•
6�[�O�•�q
7�x���;�J�î�Q���¤�#�7�,�‘ ), which was
promulgated by the SCNPC in 1995 and was latest amended on 29 April 2020, entities
generating hazardous waste shall store, utilize and dispose hazardous waste according to the
relevant requirements of the state and environmental protection standards, and shall not dump
or pile up hazardous waste without authorisation. Furthermore, it is forbidden to entrust
hazardous waste to entities without a permit for disposal, or else the competent ecological and
environmental authorities shall order it to make rectification, impose fines, confiscate illegal
gains, and in serious circumstance, order it to suspend business or close down upon the
approval of government authorities.

Pursuant to the provisions of the Regulation on the Administration of Permitting of
Pollutant Discharges (�•
°�î�¢���M�#
â�7�‘ ) promulgated on 24 January 2021, and the
Measures for Pollutant Discharge Permitting Administration (�•
°�î�¢���M�#�l�,�‘ )
promulgated on April 1, 2024 and came into effect on July 1, 2024, the administration on
pollutant discharge units is divided into key management and simplified management pursuant
to the amount of pollutant caused and discharged and the impact on the environment. Their
view, decision and information disclosure of pollutant discharge licenses shall be handled
through the national pollutant discharge license management information platform. The
pollutant discharge license is valid for 5 years and the discharging units should apply for
renewal 60 days before the expiry for continues pollutant discharge. The environmental
protection authorities have the right to order to make corrections, restrict production, suspend
production for rectification, and suspend business and close down, and impose a fine. If a crime
is constituted, it shall be investigated for criminal liabilities in accordance with the law.
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Enterprises and other producers that are included in the Classification Administration List
of Pollutant Discharge Permits for Fixed Pollution Sources (�•�x�›�î�Q�U
°�î�¢���±�ó�M�#
�¤�}�‘ ) shall apply for and obtain a pollutant discharge permit within the prescribed time limit,
and shall not discharge pollutants without a pollutant discharge permit.

According to the Regulation on Urban Drainage and Sewage Treatment (�•�ì�D
°�å�~
�î�å�ˆ�#
â�7�‘ ), which was promulgated by the State Council in 2013, and the Measures for
the Administration of Permits for Discharging Urban Sewage into the Drainage Pipeline (�•�ì
�D�î�å
°�]
°�å�M�c�¢���M�#�l�,�‘ ), which was promulgated by the Ministry of Housing and
Urban-Rural Development in 2015 with the most recent amendment becoming operative on
February 1, 2023, enterprises, institutions and individually-owned businesses engaging in
industry, construction, food and beverage, medical service and other activities which discharge
sewage into urban drainage facilities shall apply to the competent urban drainage authorities
for a permit for sewage discharge into the drainage pipe network, or the Drainage Permit.
Discharging sewage into urban drainage facilities without obtaining a Drainage Permit shall be
ordered by the relevant urban drainage authority to suspend illegal activities, take remedial
measures within a time limit, re-apply the Drainage Permit, and may impose a fine of less than
RMB500,000.

REGULATIONS ON PRODUCT QUALITY AND IMPORT AND EXPORT TRADE

In accordance with the Product Quality Law of the PRC (�•�•
6�[�O�•�q
7�*�Ü�/
Ž
�,�‘ ) 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, 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.

According to the Customs Law of the PRC (�•�•
6�[�O�•�q
7	��ë�,�‘ ) (“Customs
Law”), which was reviewed and passed by the SCNPC on January 22, 1987, last amended on
April 29, 2021 and became effective on the same date, the Customs of the PRC is the state’s
entry and exit customs supervision and administration authority. In accordance with the
Customs Law and other relevant laws and administrative regulations, the customs are
responsible for the supervision of the transport vehicles, goods, freight items, postal items and
other items entering into and departing from the PRC and collecting tariff and other duties and
charges. All imported goods, throughout the period from arrival in the territory to the customs
clearance, all exported goods, throughout the period from declaration to the customs to
departure from the territory, and transit, transshipment and through goods, throughout the
period from arrival in the territory to departure from the territory shall be subject to the
supervision of the customs. Unless otherwise specified, the declaration of import and export
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goods and the payment of customs duties may be handled by the consignees or consignors of
imported or exported goods or entrusted customs declaration enterprises. In addition, pursuant
to the Administrative Provisions of the PRC on the Filing of Customs Declaration Entities
(�•�•
6�[�O�•�q
7	��ë���ë�
���ê�é�M�#�•�›�‘ ) promulgated by the General Administration
of Customs of the PRC (“General Administration of Customs”) on November 19, 2021 and
became effective on January 1, 2022, customs declaration entities refer to the consignees and
consignors of import and export goods and customs declaration enterprises recorded with the
customs. If the consignees and consignors of import and export goods and customs declaration
enterprises apply for recordation, they shall obtain the qualification of market entities; among
them, if the consignees and consignors of import and export goods apply for recordation, they
shall also obtain the recordation of the foreign trade operators and according to the Foreign
Trade Law of the PRC amended on December 30, 2022 the relevant recordation requirements
of the foreign trade operators has been deleted. The recordation of the customs declaration
entities is valid for a long period of time.

According to the Foreign Trade Law of the PRC (�•�•
6�[�O�•�q
7�Á�.
q�ø�,�‘ )
(“Foreign Trade Law”) promulgated by the SCNPC on May 12, 1994 and amended on
December 30, 2022, since December 30, 2022, no registration of foreign trade operators is
required. The PRC government allows the free import and export of goods and technologies,
unless otherwise provided by laws and administrative regulations. Before December 30, 2022,
pursuant to the pre-amendment Foreign Trade Law, a foreign trade operator who is engaged in
the import and export of goods or technologies shall process the filing and registration with the
foreign trade authority under the State Council or its entrusted agencies, unless otherwise
provided by the laws, administrative regulations and requirements of the foreign trade
authority under the State Council. Where a foreign trade operator fails to do so, the customs
shall not handle the formalities for declaration and clearance of the goods imported or exported
by the operator. Pursuant to the Regulations of the People’s Republic of China on the
Administration of Import and Export of Goods (�•�•
6�[�O�•�q
7�¬�J
†���y�M�#
â�7�‘ )
(the “Regulations on the Administration of Import and Export of Goods”), which was
promulgated by the State Council on December 10, 2001, last amended on March 10, 2024, and
came into effect on May 1, 2024, trade activities of importing goods into the customs boundary
of the PRC or exporting goods to a place outside the customs boundary of the PRC shall be
subject to the Regulations on the Administration of Import and Export of Goods. Goods whose
import or export is prohibited shall not be imported or exported; goods whose import or export
is restricted shall be subject to a licensing or quota administration; and goods whose import or
export is free shall not be subject to restriction. An import or export business operator shall
complete the formalities with the customs office for customs clearance based on a relevant
import or export or import or export quota license.

On October 17, 2020, the SCNPC promulgated the Export Control Law of the People’s
Republic of China (�•�•
6�[�O�•�q
7���y�M�S�,�‘ ) (the “Export Control Law”) , which
came into effect on December 1, 2020. The Export Control Law provides comprehensive rules
on the State’s export control on dual-use items, military products, nuclear and other goods,
technologies, services and other items related to the protection of national security and
interests or the fulfillment of international obligations, such as nonproliferation. Such
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comprehensive rules include, among others, that the State’s export control authorities shall,
together with other related departments, formulate and adjust the list of items subject to export
control, pursuant to the provisions of the Export Control Law and other relevant laws and
administrative regulations, export control policies and specified procedures, and promptly
release the same, and the State’s export control authorities may, in light of the needs of
protecting national security and interests and fulfilling non-proliferation and other
international obligations, with the approval of the State Council or both the State Council and
the Central Military Commission, impose temporary export control over goods, technologies
and services which are not on the export control list, and make announcements thereof.

On July 3, 2023, the Ministry of Commerce and the General Administration of Customs
issued the Announcement of the Ministry of Commerce and the General Administration of
Customs on Export Control of Gallium and Germanium-Related Items (Announcement No. 23
2023 of the Ministry of Commerce and the General Administration of Customs �•
 
��Å�e	�
�ë�<�Ç�ë�õ�Á0��e,È�´�ë�J
°�¼�D���y�M�S�Y�®�S�‘ ) ( the “Announcement No. 23”), which
became effective on August 1, 2023. The Announcement No. 23 lists certain gallium and
germanium-related items which are subject to export control, and provides certain
characteristics and reference HS Codes for such items. Pursuant to the Announcement No.23,
an export business operator shall, for the export of such controlled items, apply to the
MOFCOM through the competent provincial commerce department for an export licence of
dual-use items and technologies and complete the customs formalities in accordance with the
Customs Law, with such an export licence presented to the customs office.

On December 1, 2024, the Regulations of the PRC on the Export Control of Dual-use
Items (�•�•
6�[�O�•�q
7�G�\�J
°���y�M�S
â�7�‘ ) (the “Regulation on the Export Control
of Dual-use Items”) issued by the State Council came into effect. The Export Control List of
Dual-use Items of the PRC (�•�•
6�[�O�•�q
7�G�\�J
°���y�M�S
ö�
�‘ ) (the “Dual-use Item
List”) jointly announced by the MOFCOM, the MIIT, the General Administration of Customs
and the State Cryptography Administration (by MOFCOM Announcement 2024 No. 51) came
into effect on the same date, with the Announcement No. 23 abolished at the same time.
According to the Regulation on the Export Control of Dual-use Items, the commerce
department of the State Council shall, pursuant to the provisions of the Export Control Law and
the Regulation on the Export Control of Dual-use Items, as well as the policies for the export
control of dual-use items, formulate and adjust the export control list of dual-use items,
together with other related departments under the prescribed procedures, and promptly release
the same. If needed for maintaining national security and interest and fulfilling international
obligations such as nonproliferation, with the approval of the State Council or both the State
Council and the Central Military Commission, the commerce department of the State Council
may impose temporary control over the export of goods, technologies, and services not
included in such export control list of dual-use items, and make announcements thereof. For
the export of dual-use items specified in such export control list of dual-use items or subject
to the abovementioned temporary control, exporters shall apply to the commerce department
of the State Council for licenses. The formulating of the abovementioned Dual-use Item List
announced by MOFCOM Announcement 2024 No. 51, was to systematically integrate the
dual-use items that were already under control and establish a complete system and rules for
the list, without adjustment to the specific control scope.
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On December 3, 2024, the Ministry of Commerce issued the Announcement on
Strengthening Export Control of Relevant dual-use Items to the United States (�•�ë�õ��
v�´
�ë�G�\�J
°�Á�Õ
7���y�M�S�Y�®�S�‘ ) ( the “Announcement No. 46”), which became effective
on the same date. Announcement No. 46 strengthens the control over export in relation to the
U.S. of dual-use items and provides that, among others, the export of dual-use items relevant
to gallium, germanium, antimony, and ultra-hard materials to the United States in principle will
not be licensed. Any organization or individual of any country or region which transfers or
provides dual-use items originating from the PRC to any U.S. organization or individual in
violation of the rules under Announcement No. 46 will be held legally accountable in
accordance with relevant laws.

REGULATIONS ON REAL ESTATE

Regulations on the Approval and Filing Management of Enterprise Investment Projects
and Measures for the Approval and Filing Management of Enterprise Investment Projects

Pursuant to the provisions of the Regulation on the Administration of the Confirmation
and Recordation of Enterprise Investment Projects (�•�†�8�³��
°�f�è�X�q�ê�é�M�#
â�7�‘ )
promulgated on 30 November 2016, the PRC government implements a pre-approval
management on fixed asset investment projects that are invested and constructed by enterprises
in the PRC and that have national security concern or relate to major productivity distribution,
strategic resource development and major public interests. The specific project scope, the
approval authority and the approval power shall be implemented in accordance with the
catalogue of investment projects approved by the government, and other projects are subject
to the filing registration.

The determination of specific projects and approval authority is governed by the
investment project catalog approved by the government. This catalog is proposed by the
investment authority under the State Council in conjunction with relevant departments of the
State Council, implemented following the State Council’s approval, and adjusted periodically.
Except for special provisions, other projects are subject to filing management, typically
following the principle of territoriality, with local governments stipulating the filing authorities
and their powers.

For projects that are subject to the filing registration, if the enterprise fails to notify the
filing authority of the project information or the changes in the information of the registered
project in accordance with the Regulation on the Administration of the Confirmation and
Recordation of Enterprise Investment Projects, the filing authority may shall order it to make
corrections within a time limit and impose a fine for failure to make corrections within the
specified time limit.
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Urban and Rural Planning Law of the PRC

Pursuant to the provisions of the Measures for the Administration of the Planning for the
Assignment and Transfer of the Right to the Use of the State-owned Land in the Urban Areas
(�•�ì�9
7�Þ�z�®�4�\�Æ���+�7�+�•�Œ�M�#�l�,�‘ ) promulgated on 4 December 1992 and
amended on 26 January 2011, an enterprise that has obtained the land transfer contract shall
apply for a construction land planning permit from the relevant planning administrative
department, and can only apply for the land use right certificate after obtaining the construction
land planning permit.

The Urban and Rural Planning Law of the PRC (�•�•
6�[�O�•�q
7�ì
Š�•�Œ�,�‘ ) was
first promulgated by the Standing Committee of the NPC on 28 October 2007 and amended on
24 April 2015 and 23 April 2019 respectively. In accordance with the aforementioned legal
provisions, to build any building, structure, road, pipeline or other engineering project within
a city or town planning area, the relevant construction entity or individual shall apply for a
Construction Work Planning Permit from a competent urban and rural planning administrative
department of the people’s government at the municipal or county level or to the people’s
government of town as recognized by the people’s government of a province, autonomous
region or municipality directly under the Central Government, and submit documents proving
the use of the land and the construction project design proposal. Projects that comply with
planning will obtain the planning permit.

Construction Law of the PRC

Pursuant to the provisions of the Construction Law of the PRC (�•�•
6�[�O�•�q
7����
�, ) promulgated on 1 November 1997, revised on 22 April 2011 and amended on 23 April
2019, and the Measures for the Administration of Construction Permits for Construction
Projects (�•�����ˆ�û�D�ˆ�¢���M�#�l�,�‘ ) promulgated on 25 June 2014 and with the latest
amendment on 30 March 2021, the construction entity shall apply for a construction permit
after obtaining the construction project planning permit, and then start construction.

Construction entities should commence construction within three months from the date of
receiving the construction permit. If the construction entity is unable to start construction as
scheduled due to unforeseen circumstances, an application for an extension should be made to
the issuing authority. If construction does not commence without applying for an extension or
exceeds the extension limit, the construction permit shall become void.

Regulations on Completion Acceptance of Housing Construction and Municipal
Infrastructure Projects

According to the Regulations on the Administration of Construction Quality (�•���£�ˆ�û
�/
Ž�M�#
â�7�‘ ) and the Administrative Measures for Recording of the Inspection and
Acceptance on Construction Completion of Buildings and Municipal Infrastructures (�•�Ò�
��
���q�9�A
?�þ�£�D�ˆ�û
��ˆ���×�ê�é�M�#�l�,�‘ ) promulgated and implemented by the former
Ministry of Construction on April 7, 2000 and amended on October 19, 2009, a construction
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project shall not be delivered for use unless it has passed the acceptance checks. The
construction entity should file a record to a competent construction administrative department
of the people’s government at or above the county level of the place where the project is
located within 15 days from the day when the construction project passes the acceptance
checks.

Only if construction projects meet the following requirements can proceed to completion
and acceptance inspection: The project must complete all the contents stipulated in the design
and contract. The construction entity must verify the quality of the project, ensure compliance
with regulations and standards and submit a completion report. Supervision projects require a
quality assessment report. Survey and design entities must review documents and design
changes and issue a quality report. There must be complete technical records, construction
management data, test reports and quality data for major building materials, components and
equipment. The construction entity must make payments for the project, and the construction
entity must provide a quality warranty. Residential projects must undergo individual household
acceptance inspections and issue acceptance forms. All issues directed by the construction
regulatory departments and quality supervision institutions must be rectified, fulfilling other
conditions stipulated by laws and regulations.

Land Administration Law of the PRC

The Civil Code of the PRC (�•�•
6�[�O�•�q
7�O�,�J�‘ ) was promulgated by the NPC on
May 28, 2020, and implemented on January 1, 2021. According to the Civil Code, the
establishment, modification, assignment and extinguishment of real estate property rights are
effective upon registration in accordance with the law; unless the law stipulates otherwise, such
establishment, modification, assignment and extinguishment shall be ineffective without
registration. Real estate registration shall be handled by the registration authority at the
location of the property.

The Land Administration Law of the PRC (�•�•
6�[�O�•�q
7�z�®�M�#�,�‘ ) was first
issued by the Standing Committee of the National People’s Congress on June 25, 1986, with
the latest revision published on August 26, 2019 and January 1, 2020, respectively. Pursuant
to the Land Administration Law, construction entities that have obtained state-owned land use
rights through paid leasing must pay the land use right leasing fees and other fees and expenses
in accordance with the standards and methods prescribed by the State Council before they can
use the land. Construction entities using state-owned land must use the land in accordance with
the provisions of the contract for paid use of leased land use right or according to the
provisions of the documents of approval concerning the allocation of land use right. For urban
planned areas, changing land use requires prior consent from the relevant urban planning
administrative department before seeking approval.

According to the Interim Regulations on Real Estate Registration (�•�”
��*�î	¾�r��
â
�7�‘ ), promulgated on November 24, 2014 and last amended on March 10, 2024, the real estate
registration shall be conducted by the real estate registration authorities of the people’s
government at or above the county level. Each real estate unit has a unique code. The real estate
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register shall record the following: (i) natural conditions of the real estate such as location,
boundaries, spatial limits, acreage and usage; (ii) property conditions of the real estate rights
such as ownership, type, content, source, term, changes in rights; (iii) matters related to
restrictions and warnings on real estate rights; and (iv) other relevant matters.

The Interim Regulations on Real Estate Registration and the Implementing Rules of the
Interim Regulations on Real Estate Registration (�•�”
��*�î	¾�r��
â�7�¼�D�Z�Æ�‘ )
promulgated on January 1, 2016 and last amended and brought into effect on May 21, 2024
provide that, among others, the State implements a uniform real estate registration system and
the registration of real estate shall be strictly administered and carried out in a stable and
continuous manner that provides convenience for people.

Anti-Unfair Competition

The Countering Unfair Competition Law of the PRC (�•�•
6�[�O�•�q
7�À�”�M�…�)�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 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 Countering
Unfair Competition Law of the PRC underscores the commitment of the PRC to fostering a
competitive market environment characterized by integrity, fairness, and adherence to ethical
business practices.

Anti-Monopoly

On 30 August 2007, the SCNPC adopted the Anti-Monopoly Law of the PRC (�•�•
6�[
�O�•�q
7�À�y�Ù�,�‘ ), or the Anti-Monopoly Law, which became effective on 1 August 2008
and was latest amended on 24 June 2022 and provides the regulatory framework for the PRC
anti-monopoly. Under the Anti-Monopoly Law, the prohibited monopolistic acts include
monopolistic agreements, abuse of a dominant market position and concentration of businesses
that may have the effect to eliminate or restrict competition. Pursuant to the Anti-Monopoly
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Law, a business operator that possesses a dominant market position is prohibited from abusing
its dominant market position, including conducting the following acts: (i) selling commodities
at unfairly high prices or buying commodities at unfairly low prices; (ii) without justifiable
reasons, selling commodities at prices below cost; (iii) without justifiable reasons, refusing to
enter into transactions with their trading counterparts; (iv) without justifiable reasons, allowing
trading counterparts to make transactions exclusively with itself or with the business operators
designated by it; (v) without justifiable reasons, tying commodities or imposing unreasonable
trading conditions to transactions; (vi) without justifiable reasons, applying differential prices
and other transaction terms among their trading counterparts who are on an equal footing; and
(vii) other acts determined as abuse of dominant market position by the relevant governmental
authorities. Pursuant to the Anti-Monopoly Law and relevant regulations, when a concentration
of undertakings occurs and reaches any of the following thresholds, the undertakings
concerned shall file a prior notification with the anti-monopoly agency (i.e., the SAMR), (i) the
total global turnover of all operators participating in the transaction exceeded RMB12 billion
in the preceding fiscal year and at least two of these operators each had a turnover of more than
RMB800 million within China in the preceding fiscal year, or (ii) the total turnover within
China of all the operators participating in the concentration exceeded RMB4 billion in the
preceding fiscal year, and at least two of these operators each had a turnover of more than
RMB800 million within China in the preceding fiscal year) are triggered, and no concentration
shall be implemented until the anti-monopoly agency clears the anti-monopoly filing.
“Concentration of undertakings” means any of the following: (i) merger of undertakings; (ii)
acquisition of control over another undertaking by acquiring equity or assets; or (iii)
acquisition of control over, or exercising decisive influence on, another undertaking by
contract or by any other means.

REGULATIONS ON CYBERSECURITY AND DATA PROTECTION

In recent years, PRC government authorities have enacted laws and regulations on
cybersecurity and data protection. We collect and store business data and transaction data
generated during or in connection with our business operations, and use information
technology systems and network in the course of our business and are therefore subject to such
laws and regulations. The Decisions on Protection of Internet Security enacted by the SCNPC
(�•�Œ
7�[�O�þ�Œ�}�6
l
��‰�p�6�ë�õ�j�•�•�L�c�Ä�Œ�Y�Ô�›�‘ ) in 2000, as amended on
August 27, 2009, provides that, among other things, the following activities conducted through
the internet, if constituted a crime according to PRC laws, are subject to criminal punishment:
(i) intrusion into a strategically significant computer or system; (ii) intentionally inventing and
disseminating destructive programs, such as computer viruses, to attack the computer system
and the communications network, thereby damaging the computer system and the
communications networks; (iii) violating national regulations, suspending the computer
networks or the communication services without authorization, causing the computer network
or communication system to fail to operate normally; (iv) leaking state secrets; (v) spreading
false commercial information; or (vi) infringing intellectual property rights through internet.

REGULATORY OVERVIEW

– 154 –



On July 1, 2015, the SCNPC issued the National Security Law of the PRC (�•�•
6�[�O
�•�q
7
7�•�Ä�Œ�,�‘ ), which came into effect on the same day, pursuant to which the State
shall safeguard the sovereignty, security and cybersecurity development interests of the State,
and that the State shall establish a national security review and supervision system to review,
among other things, foreign investment, key technologies, internet and information technology
products and services, and other important activities that are likely to impact the national
security of the PRC.

On November 7, 2016, the SCNPC promulgated the Cybersecurity Law of the PRC (�•�•

6�[�O�•�q
7�c
��Ä�Œ�,�‘ ) (the “Cybersecurity Law”), which became effective on June 1,
2017, and applies to the construction, operation, maintenance and use of networks as well as
the supervision and administration of cybersecurity in the PRC. According to the Cybersecurity
Law, network operators are broadly defined as owners and administrators of networks and
network service providers, and such network operators shall comply with laws and regulations
and fulfill their obligations to safeguard security of the network when conducting business and
providing services. Those who construct or operate networks or provide services through
networks shall take technical measures and other necessary measures pursuant to the
mandatory requirements of laws, regulations and national standards to safeguard the safe and
stable operation of the networks, respond to network security incidents effectively, prevent
illegal and criminal activities, and maintain the integrity, confidentiality and usability of
network data, and a network operator shall not collect the personal information irrelevant to the
services it provides or collect or use the personal information in violation of the provisions of
laws or agreements between both parties. In addition, critical information infrastructure
operators (“CIIOs”) shall, during their operations in the PRC, store within the PRC the
personal information and important data collected and generated within the territory of the
PRC, and where cross-border transfer of such data is necessary for business, a security
assessment shall be conducted in accordance with the measures formulated by the national
cyberspace authority in conjunction with the relevant departments under the State Council.

On June 10, 2021, the SCNPC promulgated the Data Security Law of PRC (�•�•
6�[�O
�•�q
7�p�½�Ä�Œ�,�‘ ) (the “Data Security Law”) which became effective on September 1,
2021. According to the Data Security Law, “data” is defined as any record of information in
electronic or other forms, and the processing activities of data includes the collection, storage,
use, processing, transmission, provision and disclosure of data. The Data Security Law is
broadly applicable to such processing activities of data which are carried out in the PRC or,
where carried out outside the PRC, damage the national security, public interests or the
legitimate rights and interests of citizens and organizations of the PRC. The Data Security Law
mainly sets forth specific provisions regarding establishing basic systems for data security
management, including hierarchical data classification management system, risk assessment
system, monitoring and early warning system, and emergency disposal system. In addition, it
clarifies the data security protection obligations of organizations and individuals carrying out
data activities and implementing data security protection responsibility, including without
limitation, that any organization or individual collecting data shall adopt lawful and proper
methods and shall not steal data or obtain the data by other illegal means, and risk monitoring
shall be strengthened when data processing activities are carried out, and where risks such as
data security flaws and vulnerabilities are discovered, remedial measures shall be immediately
taken.
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On July 6, 2021, the General Office of the Central Committee of the Communist Party of
China, and the General Office of the State Council jointly promulgated the Opinions on Strictly
Combatting Illegal Securities Activities in Accordance with the Law (�•�ë�õ�1�,
}���B�Ø�Ç�N
�<�,�z
��Y�����‘ ). The opinions emphasized the need to strengthen the administration over
illegal securities activities and the supervision on overseas listings by China-based companies
and improve the legislation on data security, cross-border data transmission, and confidential
information management.

On July 30, 2021, the State Council promulgated the Regulations of Security Protection
for Critical Information Infrastructure (�•�ë�Ÿ�¦�¹
?�þ�£�D�Ä�Œ�­�•
â�7�‘ ) (the “CII
Protection Regulations”), which became effective on September 1, 2021. Pursuant to the CII
Protection Regulations, critical information infrastructure refers to important network
infrastructure and information systems of important industries and fields such as public
communications and information services, energy, transportation, water conservancy, finance,
public services, e-government affairs and national defense science, and other important ones
whose damage, function loss or data leakage may endanger national security, people’s
livelihood and public interests. According to the CII Protection Regulations, the competent
administrative departments and supervisory departments, which govern each respective
important industry or field, shall be responsible for formulating the identification rules on and
organizing the identification of the critical information infrastructure in such industry or field,
and such departments should promptly notify the CIIOs of the identification results.

On November 14, 2021, the Cyberspace Administration of China (the “CAC”) published
the Regulations on Network Data Security Management (Draft for Comments) (�•�c
��p�½�Ä
�Œ�M�#
â�7 (�D�Ë�����Ã )�‘ ) (the “Draft Regulations on Cyber Data Security
Management”) which specifies that data processors who process the personal information of
more than one million individuals and seek a foreign listing, or data processors who seek a
Hong Kong listing which might affect or potentially affect national security, shall apply for
cybersecurity review. On September 30, 2024, the Administration Regulations on Network
Data Security (�•�c
��p�½�Ä�Œ�M�#
â�7�‘ ) (the “Regulation on Cyber Data Security”) is
published, which will come into effect on January 1, 2025. The Regulation on Cyber Data
Security reiterate the general regulations for cyber data processing activities, rules of personal
information protection, important data security protection, network data cross-border transfer
management, and the responsibilities of internet platform service providers. In addition, unlike
the Draft Regulations on Cyber Data Security Management, the officially promulgated
Regulation on Cyber Data Security does not specifically include the requirement that cyber
data processing entities seeking a Hong Kong listing that affects or may affect national security
should apply for a cybersecurity review. Instead, the Regulation on Cyber Data Security
generally provides that cyber data processors whose cyber data processing activities affect or
may affect national security shall be subject to national security review in accordance with the
relevant regulations. The Regulation on Cyber Data Security is relevantly new and there is no
further explanation or interpretation on what kind of activities “affect or may affect national
security” under the Regulation on Cyber Data Security yet.
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On December 28, 2021, the CAC and other twelve PRC regulatory authorities jointly
revised and promulgated the Measures for Cybersecurity Review (�•�c
��Ä�Œ�2�_�l�,�‘ ) (the
“Cybersecurity Review Measures”) which became effective on February 15, 2022. The
Cybersecurity Review Measures provides that, among others, (i) a CIIO purchasing network
products and services or a network platform operator that engages in data processing activities
that affect or may affect national security shall be subject to the cybersecurity review by the
Cybersecurity Review Office, the department which is responsible for the implementation of
cybersecurity review under the CAC; (ii) a network platform operator with personal
information of more than one million users which seek listing in a foreign country is obliged
to apply for a cybersecurity review by the Cybersecurity Review Office; and (iii) the relevant
regulatory authorities may initiate cybersecurity review if such regulatory authorities
determine that the issuer’s network products or services, or data processing activities affect or
may affect national security.

On July 7, 2022, the CAC promulgated the Measures on Security Assessment of
Cross-border Data Transfer (�•�p�½���¤�Ä�Œ
Y���l�,�‘ ) (the “Security Assessment
Measures”), which became effective on September 1, 2022. The Security Assessment
Measures applies to all processors of data and requires that any data processor providing
important data collected and generated during operations within the territory of the PRC or
personal information that should be subject to security assessment according to the relevant
law to an overseas recipient shall conduct security assessment. The Security Assessment
Measures provides four circumstances, under any of which data processors shall, through the
local cyberspace administration at the provincial level, apply to the national cyberspace
administration for security assessment of cross-border data transfer. These circumstances
include: (i) where important data is transferred to an overseas recipient; (ii) where personal
information is transferred to an overseas recipient by a CIIO or a data processor who has
processed personal information of more than one million people; (iii) where a data processor
provides personal information to an overseas recipient if such data processor has already
provided overseas the personal information of 100,000 individuals or sensitive personal
information of 10,000 individuals in total since January 1 of the preceding year; or (iv) other
circumstances under which security assessment of outbound data transfer is required as
prescribed by the national cyberspace administration.

On December 13, 2022, the MIIT issued the Administrative Measures for Data Security
in the Industrial and Information Technology Field (Trial Implementation) (�•�ˆ�8�q�¦�¹�·�ï

9�p�½�Ä�Œ�M�#�l�, (�
�� )�‘ ) (the “MIIT Data Security Measures”), which came into effect
on January 1, 2023. The MIIT Data Security Measures is applicable to the processing activities
carried out in the territory of the PRC of data in the field of industry and information
technology, which include, among other things, the data collected and generated in the course
of research, development and design, production and manufacturing, operation and
management, operating and maintenance and platform operation in the field of industry. Our
processing activities in the PRC of such data, for example, the data collected and generated
during our research and development, design and manufacturing of our products therefore shall
comply with the MIIT Data Security Measures. The MIIT Data Security Measures provides that
industrial and telecommunication data processors shall implement data classification and

REGULATORY OVERVIEW

– 157 –



grading, and further imposes data security obligations and responsibilities on data processors
in the field of industry and information technology, which include, among others, taking
protective measures based on the corresponding grading of data, establishing management
system covering the whole data lifecycle, and staffing data security management personnel as
needed to be in charge of the security supervision and management of data processing activities
as a whole and assisting with the industrial administrative authorities in carrying out the
relevant work.

On March 22, 2024, the CAC promulgated the Provisions on Promoting and Regulating
Cross-Border Data Flows (�•�®
†�q�•�Í�p�½�(�¤�t
��•�›�‘ ), effective on the date of
promulgation. The provisions provide several exemptions to processors of data which exempt
them from undergoing data security assessment, obtaining personal information protection
certification, or entering into standard contracts for outbound transfer of personal information
for businesses. These exemptions include, among others, scenarios where a data processor,
other than a CIIO, has cumulatively transferred personal information (excluding sensitive
personal information) of fewer than 100,000 individuals to overseas recipients since January
1 of the current year. In addition, a data processor, other than a CIIO, shall enter into a standard
contract with overseas recipients for the cross-border transfer of personal information, or
obtain certification for personal information protection if, since January 1 of the current year,
the data processor has cumulatively transferred to overseas recipients personal information
(excluding sensitive personal information) of more than 100,000 but fewer than 1,000,000
individuals, or sensitive personal information of fewer than 10,000 individuals. The provisions
also explicitly state that data processors are not required to apply for security assessment on
cross-border transfer of important data, provided that the relevant data has not been notified or
published as important data by relevant departments or regions.

In order to guide and assist data processors in submitting data export security assessments
in a standardized and orderly manner, the CAC prepared the Guidelines for Data Export
Security Assessment Application (Version 2.0) (�•�p�½���¤�Ä�Œ
Y���a���8�Ì (�K�Z�H )�‘ ) in
March 2024, which provide specific requirements for the method, process, and materials
required for submitting a data export security assessment application and simplify the materials
required to be submitted by the data processors.

During the Track Record Period and as of the Latest Practicable Date, our Company had
complied with relevant laws and regulations in the PRC relating to cybersecurity and data
protection in material aspects.

REGULATIONS ON LEASING

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

On December 1, 2010, the Ministry of Housing and Urban-Rural Development
promulgated the Administrative Measures on Leasing of Commodity Housing (�•
 �Ü�Ò�
	a�#
�M�#�l�,�‘ ), which became effective on February 1, 2011. According to such measures, the
lessor and the lessee are required to complete property leasing registration and filing
formalities within 30 days from execution of the property lease contract with the development
authorities or real estate authorities of the municipality or county where the leased property is
located. If a company fails to do as aforesaid, it may be ordered to rectify within a stipulated
period, and if such company fails to rectify, a fine ranging from RMB1,000 to RMB10,000 may
be imposed on each lease agreement.

According to the Interpretation of the Supreme People’s Court on Several Issues
concerning the Application of Law in the Trial of Cases about Disputes Over Lease Contracts
on Urban Buildings (2020 version) (�•�ð	÷�[�O�,	ë�ë�õ�2�#�ì�D�Ò�
	a�#�¥�•�g	x�é�•�H��
�Ð�\�,���ð�•
*�Z�Y���Q (2020�L�M )�‘ ), which took effect on January 1, 2021, if the
ownership of the leased premises changes during lessee’s possession in accordance with the
terms of the lease contract, and the leasee requests the assignee to continue to perform the
original lease contract, the PRC court shall support it, except that the mortgage right has been
established before the lease of the leased premises and the ownership changes due to the
mortgagee’s realization of the mortgage right.

REGULATIONS ON INTELLECTUAL PROPERTY

Trademark

According to the Trademark Law of the PRC (�•�•
6�[�O�•�q
7
 �z�,�‘ ) promulgated
by SCNPC on August 23, 1982, most recently amended on April 23, 2019 and effective from
November 1, 2019, and the Implementation Regulation of the Trademark Law of the PRC (�•�•

6�[�O�•�q
7
 �z�,�¼�D
â�7�‘ ) promulgated by the State Council on August 3, 2002, later
amended on April 29, 2014 and effective from May 1, 2014, registered trademarks are granted
a term of ten years which may be renewed for consecutive ten-year periods upon request by the
trademark owner. Trademark license agreements must be filed with the Trademark Office for
record, and the Trademark Law of the PRC has adopted a “first-to-file” principle with respect
to trademark registration. Conducts that shall constitute an infringement of the exclusive right
to use a registered trademark include but not limited to using a trademark that is identical with
or similar to a registered trademark on the same or similar goods without the permission of the
trademark registrant, and the infringing party will be ordered to stop the infringement act
immediately and may be imposed a fine. The infringing party may also be held liable for the
right holder’s damages, which will be equal to gains obtained by the infringing party or the
losses suffered by the right holder as a result of the infringement, including reasonable
expenses incurred by the right holder for stopping the infringement.
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Copyright

According to the Copyright Law of the PRC (�•�•
6�[�O�•�q
7
9�*�Æ�,�‘ ) promulgated
by the SCNPC, which was latest amended in November 2020, and its related Implementing
Regulations, Chinese citizens, legal persons, or other organizations shall, whether published or
not, own copyright in their works, which include, among others, works of literature, art, natural
science, social science, engineering technology and computer software. Copyright owners of
protected works enjoy personal rights and property rights with respect to publication,
authorship, alteration, integrity, reproduction, distribution, lease, exhibition, performance,
projection, broadcasting, dissemination via information network, production, adaptation,
translation, compilation, and other rights shall be enjoyed by the copyright owners.

Pursuant to the Regulation on Computers Software Protection (�•���Q�Ú�´�•�­�•
â�7�‘ )
promulgated by the State Council on June 4, 1991 and latest amended on January 30, 2013, and
the Measures for the Registration of Computer Software Copyright (�•���Q�Ú�´�•
9�*�Æ�î	¾
�l�,�‘ ) promulgated on February 20, 2002 and latest amended on June 18, 2004, the National
Copyright Administration is mainly responsible for the registration and management of
software copyright in China and recognizes the China Copyright Protection Center as the
software registration organization. The China Copyright Protection Center shall grant
certificates of registration to computer software copyright applicants in compliance with the
regulations.

Patent

In accordance with the Patent Law of the PRC (�•�•
6�[�O�•�q
7
Y�;�,�‘ ),
promulgated by the SCNPC, which was latest amended in October 2020 and became effective
on June 1, 2021, and its Implementation Rule, patent is divided in to 3 categories, i.e.,
invention patent, design patent and utility model patent. An invention patent is granted to a new
technical solution proposed in respect of a product or method or an improvement of a product
or method. A utility model patent is granted to a new technical solution that is practicable for
application and proposed in respect of the shape, structure or a combination of both of a
product. A design patent is granted to the new design in shape, pattern or a combination of both
and in color, shape and pattern combinations of the whole or part of product aesthetically
suitable for industrial application. The duration of invention patent right, design patent right
and utility model patent right shall be 20 years, 15 years and 10 years, respectively, which all
calculated from the date of application. The “first to file” principle is adopted with respect to
the patent system in China, which means that if two or more applicants file separate patent
applications for the same invention, the person who files the application first will be granted
the patent. Implementation of a patent without the authorization of the patent holder shall
constitute an infringement of patent rights, and shall be held liable for compensation to the
patent holder and may be imposed a fine, or even subject to criminal liabilities.
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Design of Integrated Circuit Layouts

On April 2, 2001 the State Council promulgated the Regulations on the Protection of
Integrated Circuit Layout Designs (�•
«�Ó�e�)�:�¡�£���­�•
â�7�‘ (the “Regulations on the
Protection”). According to the Regulations on the Protection, the owner of an integrated
circuit layout design has exclusive rights to the design, so long as they comply with the
provisions of the Regulations on the Protection, which protects the proprietary rights of
integrated circuit layout designs, encourage innovation in integrated circuit technology, and
promotes the development of science and technology. The exclusive rights to the layout design
arise upon registration with the intellectual property administration department of the State
Council, and layout designs that have not been registered are not protected by the Regulations
on the Protection. The protection period for the exclusive rights of a layout design is 10 years,
calculated from the date of the design registration application or the first date of commercial
use anywhere in the world, whichever is earlier. However, a layout-design is no longer
protected under these regulations 15 years after its creation, regardless of registration or
commercial use.

Domain Names

The Measures on Administration of Internet Domain Names (�•�•�L�c
9�¤�M�#�l�,�‘ )
was promulgated by the MIIT in 2017, which adopts “first to file” rule to allocate domain
names to applicants, and provide that the MIIT shall supervise the domain names services
nationwide and publicize the PRC domain name system. After completion of the registration
procedures, the applicant will become the holder of the relevant domain name.

REGULATIONS ON EMPLOYMENT AND SOCIAL WELFARE

Employment

The major PRC laws and regulations that govern employment relationship are the Labor
Law of the PRC (�•�•
6�[�O�•�q
7�ö
��,�‘ ), the Labor Contract Law of the PRC (�•�•
6�[
�O�•�q
7�ö
��¥�•�,�‘ ) (the “Labor Contract Law”) and its implementation, which impose
stringent requirements on the employers in relation to entering into fixed-term employment
contracts, hiring of temporary employees and dismissal of employees.

The Labor Contract Law, which became effective on January 1, 2008, primarily aims at
regulating rights and obligations of employment relationships, including the establishment,
performance, and termination of labor contracts. Pursuant to the Labor Contract Law, labor
contracts must be executed in writing if labor relationships are to be or have been established
between employers and employees. Employers are prohibited from forcing employees to work
above certain time limits and employers must pay employees for overtime work in accordance
with national regulations. In addition, employee wages must not be lower than local standards
on minimum wages and must be paid to employees in a timely manner.
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In December 2012, the Labor Contract Law was amended to impose more stringent
requirements on the use of employees of temp agencies, who are known in China as
“dispatched workers”. Dispatched workers are entitled to equal pay with full-time employees
for equal work. Employers are only allowed to use dispatched workers for temporary, auxiliary
or substitutive positions. According to the Interim Provisions on Labor Dispatch (�•�ö
��|�Æ
�r���•�›�‘ ) promulgated by the Ministry of Human Resources and Social Security (�[�b���U
�q�_�6�­�æ�Å ) and came into effect on March 1, 2014, the number of dispatched workers hired
by an employer may not exceed 10% of the total number of its employees. Where rectification
is not made within the stipulated period, the employers may be subject to a penalty ranging
from RMB5,000 to RMB10,000 per dispatched worker exceeding the 10% threshold.

Social Insurance

The Social Insurance Law of the PRC (�•�•
6�[�O�•�q
7�_�6�­�ˆ�,�‘ ) (the “Social
Insurance Law”) issued by the SCNPC in 2010 and latest amended on December 29, 2018, has
established social insurance systems of basic pension insurance, basic medical insurance,
work-related injury insurance, unemployment insurance and maternity insurance and has
elaborated in detail the legal obligations and liabilities of employers who fail to comply with
relevant laws and regulations on social insurance. According to the Social Insurance Law and
the Provisional Regulations on Collection and Payment of Social Insurance Premiums (�•�_
�6�­�ˆ
l�D�®�r��
â�7�‘ ) promulgated by the State Council on January 22, 1999 and most
recently amended on March 24, 2019 and effective from the same date, enterprises shall
register social insurance with local social insurance and pay or withhold relevant social
insurance for or on behalf of its employees. Any employer that fails to make social insurance
contributions may be ordered to rectify the non-compliance and pay the required contributions
within a prescribed time limit and be subject to a late fee. If the employer still fails to rectify
the failure to make the relevant contributions within the prescribed time, it may be subject to
a fine ranging from one to three times the amount overdue.

Housing Provident Fund

In accordance with the Regulations on the Administration of Housing Provident Funds
(�•���Ò�®���–�M�#
â�7�‘ ) promulgated by the State Council on April 3, 1999, and amended
on March 24, 2002, and March 24, 2019, enterprises must register at the designated
administrative centers and open bank accounts for depositing employees’ housing provident
funds. Employers and employees are also required to pay and deposit housing provident funds,
with an amount no less than 5% of the monthly average salary of the employee in the preceding
year in full and on time. In case of overdue payment or underpayment by employers, orders for
payment within a specified period will be made by the housing fund management center. Where
employers fail to make payment within such period, enforcement by the people’s court will be
applied.

In case of failure to register and open accounts for depositing employees’ housing
provident funds, the housing fund management center shall order employers to go through the
formalities within a specified period, where employers fail to do such formalities within the
prescribed time, a fine of not less than RMB10,000 nor more than RMB50,000 shall be
imposed.
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REGULATIONS ON FOREIGN EXCHANGE

Regulations relating to Foreign Currency Exchange

The principal regulations governing foreign currency exchange in China are the Foreign
Exchange Administration Regulations of the PRC (�•�•
6�[�O�•�q
7�.
Ò�M�#
â�7�‘ ), most
recently amended in August 2008. Under the PRC foreign exchange regulations, payments of
current account items, such as profit distributions, interest payments and trade and service-
related foreign exchange transactions, can be made in foreign currencies without prior approval
from the State Administration of Foreign Exchange (the “SAFE”), by complying with certain
procedural requirements. By contrast, approval from or registration with appropriate
government authorities is required where Renminbi is to be converted into foreign currency
and remitted out of China to pay capital account items, such as direct investments, repayment
of foreign currency-denominated loans, repatriation of investments and investments in
securities outside of China.

The SAFE issued the Circular on Reforming of the Management Method of the Settlement
of Foreign Currency Capital of Foreign-Invested Enterprises (�•
7�•�.
Ò�M�#�…�ë�õ�·�'�.
 
�³���†�8�.
Ò���I�–
�
Ò�M�#�Ù�Ì�Y�·�]�‘ ) (the “SAFE Circular 19”) on March 30, 2015,
and it became effective on June 1, 2015, which was partially repealed on December 30, 2019,
and latest amended on March 23, 2023. The SAFE Circular 19 expands a pilot reform of the
administration of the settlement of the foreign exchange capitals of foreign-invested
enterprises nationwide. In June 2016, SAFE further promulgated the Circular on the State
Administration of Foreign Exchange on Reforming and Standardizing the Foreign Exchange
Settlement Management Policy of Capital Account (�•
7�•�.
Ò�M�#�…�ë�õ�·�'�q�•�Í���I
°
�f
�
Ò�M�#�A
��Y�·�]�‘ ) (the “SAFE Circular 16”), which, among other things, amends
certain provisions of SAFE Circular 19. Pursuant to SAFE Circular 19 and SAFE Circular 16,
the flow and use of the Renminbi capital converted from foreign currency denominated
registered capital of a foreign-invested company is regulated such that Renminbi capital may
not be used for business beyond its business scope or to provide loans to persons other than
affiliates unless otherwise permitted under its business scope.

In October 2019, SAFE issued the Circular on Further Facilitating Cross-border Trade
and Investment (�•
7�•�.
Ò�M�#�…�ë�õ
†�S�É�®
†�(�¤
q�ø�³���©�;�·�Y�·�]�‘ ) (the
“SAFE Circular 28”), which cancels the restrictions on domestic equity investments by capital
fund of non-investment foreign invested enterprises and allows non-investment foreign
invested enterprises to use their capital funds to lawfully make equity investments in China,
provided that such investments do not violate the Negative List and the target investment
projects are genuine and in compliance with laws. According to the Circular on Optimizing
Administration of Foreign Exchange to Support the Development of Foreign-related Business
(�•
7�•�.
Ò�M�#�…�ë�õ�´�·�.
Ò�M�#�Õ�5	��.�8
��ï�•�Y�·�]�‘ ) (the “SAFE Circular 8”),
issued by SAFE in April 2020, under the prerequisite of ensuring true and compliant use of
funds and compliance with the prevailing administrative provisions on use of income under the
capital account, eligible enterprises are allowed to make domestic payments by using their
capital funds, foreign credits and the income under capital accounts of overseas listing, without
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prior provision of the evidentiary materials concerning authenticity to the bank for each
transaction. The handling banks shall conduct spot checks afterwards in accordance with the
relevant requirements. The interpretation and implementation in practice of SAFE Circular 28
and SAFE Circular 8 are still subject to substantial uncertainties.

REGULATIONS ON TAXATION

Enterprise Income Tax

According to the Enterprise Income Tax Law of the PRC (�•�•
6�[�O�•�q
7�†�8�Ô
{�ü
�,�‘ ), which was promulgated by the SCNPC and was latest amended on December 29, 2018,
and the Regulation on the Implementation of the Enterprise Income Tax Law of the PRC (�•�•

6�[�O�•�q
7�†�8�Ô
{�ü�,�¼�D
â�7�‘ ), which was promulgated by the State Council and was
latest amended in April 2019, collectively referred to as the Enterprise Income Tax Law, a
uniform 25% enterprise income tax rate is imposed to both foreign invested enterprises and
domestic enterprises, except where tax incentives are granted to special industries and projects.
The enterprise income tax rate is reduced to 20% for qualifying small low-profit enterprises.
The high-tech enterprises that need full support from the PRC’s government will enjoy a
reduced tax rate of 15% for Enterprise Income Tax.

Value-added Tax

Pursuant to the Provisional Regulations of the PRC on Value-added Tax (�•�•
6�[�O�•
�q
7�#�=�ü�r��
â�7�‘ ), which was promulgated by the State Council and was latest amended
on November 19, 2017, and the Implementation Rules for the Provisional Regulations the PRC
on Value-added Tax (�•�•
6�[�O�•�q
7�#�=�ü�r��
â�7�¼�D�Z�Æ�‘ ), which was promulgated
by the Ministry of Finance and was latest amended on October 28, 2011 and effective from
November 1, 2011, entities and individuals engaging in selling goods, providing processing,
repairing or replacement services or importing goods within the territory of the PRC are
taxpayers of the value-added tax.

According to the Circular of the Ministry of Finance and the State Taxation
Administration on the Adjusting Value-added Tax Rates (�•	Ì�A�Å�e�ü
��<�…�ë�õ���Æ�#�=�ü
�ü���Y�·�]�‘ ) effective in May 2018, the value-added tax rates of 17% and 11% on sales,
imported goods shall be adjusted to 16% and 10%, respectively.

According to the Announcement of the Ministry of Finance, the State Taxation
Administration and the General Administration of Customs on Relevant Policies for Deepening
the Value-Added Tax Reform (�•	Ì�A�Å�e�ü
��<�…�e	��ë�<�Ç�ë�õ�	�·�#�=�ü�·�'�Þ�ë�A
�
�Y�®�S�‘ ) promulgated on March 20, 2019 and effective from April 1, 2019, the value-added
tax rates of 16% and 10% on sales, imported goods shall be adjusted to 13% and 9%,
respectively.

REGULATORY OVERVIEW

– 164 –



Dividends Distribution

The principal laws, rules and regulations governing dividend distributions by foreign-
invested enterprises in the PRC are the Company Law of the PRC, promulgated in 1993 and
latest amended in 2023, and the Foreign Investment Law and its Implementing Regulations.
Under these requirements, foreign-invested enterprises may pay dividends only out of their
accumulated profit, if any, as determined in accordance with PRC accounting standards and
regulations. A PRC company is required to allocate at least 10% of their respective
accumulated after-tax profits each year, if any, to fund certain capital reserve funds until the
aggregate amount of these reserve funds have reached 50% of the registered capital of the
enterprises. A PRC company is not permitted to distribute any profits until any losses from
prior fiscal years have been offset. Profits retained from prior fiscal years may be distributed
together with distributable profits from the current fiscal year.

Preferential Tax Policy for the IC Industry

As listed in the Guidance of Preferential Tax Policy for Software Enterprises and
Integrated Circuit Enterprises (2022) (�•�´�•�†�8�q
«�Ó�e�)�†�8�ü
l�´�I�A
��8�Ï
(2022)�‘ ) issued by the State Taxation Administration (the “STA”) in May 2022, the integrated
circuit industry enjoys a variety of tax preferences. Enterprises for integrated circuit design,
equipment, materials, packaging and testing encouraged by the State, for example, can enjoy
regular exemption or reduction of the enterprise income tax; key integrated circuit design
enterprises encouraged by the State can enjoy the regular exemption or reduction of enterprise
income tax; staff training expenses of integrated circuit design enterprises can be deducted
before tax according to the actual amount incurred.

According to the Circular of the State Council on Promulgation of Several Policies for
Promoting the High-quality Development of Integrated Circuit and Software Industries in the
New Era (Guo Fa [2020] No. 8) (�•
7
�	ë�ë�õ�™�ï <�-�Û�‚�®
†
«�Ó�e�)�*�8�q�´�•�*�8	÷
�/
Ž�ï�•�ð�•�A
� >�Y�·�]�‘ (
7�ï [2020]8�î )) (the “Circular No. 8”), enterprises of
integrated circuit design, equipment, materials, packaging and testing and software enterprises
encouraged by the State are exempted from enterprise income tax during the first year and the
second year from the profit-making year. During the third year to the fifth year, the enterprise
income tax shall be levied at half of the statutory tax rate of 25%. Key integrated circuit design
enterprises and software enterprises encouraged by the State shall be exempted from enterprise
income tax during the first year to the fifth year since the profit-making year, and the enterprise
income tax shall be levied at a reduced tax rate of 10% in successive years. On 17 March, 2023,
The NDRC and other departments collectively promulgated the Circular of Making Relevant
Requirements for the List of Integrated Circuit Enterprises or Projects and Software
Enterprises to Enjoy Preferential Tax Policy for 2023 (�•�ë�õ
��» 2023�Ë�.�a�ü�×�´�I�A
��Y

«�Ó�e�)�†�8�Ð
°�f�e�´�•�†�8
ö�
�S�›�ˆ�*�Þ�ë���Ë�Y�·�]�‘ ), which makes detailed
description of the conditions and project standards for enterprises that enjoy preferential tax
policy on the basis of Circular No. 8.
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In addition, in accordance with the Circular on Supporting Import Tax Policy for the
Development of Integrated Circuit Industry and Software Industry (Financial Tariff No. 4
[2021]) (�•�ë�õ�Õ�5
«�Ó�e�)�*�8�q�´�•�*�8�ï�•
†�y�ü�×�A
��Y�·�]�‘ (	Ì�ë�ü [2021]4�î ))
issued by the MOFCOM, the General Administration of Customs, and the STA on March 16,
2021, import behaviors that conform to the circumstances listed in this regulation are exempt
from import duties. The implementation period is from July 27, 2020, to December 31, 2030.

REGULATIONS ON SECURITIES AND OVERSEAS LISTINGS

Securities Laws and Regulations

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

Overseas Listings

On February 17, 2023, the CSRC released several regulations regarding the management
of filings for overseas offerings and listings by domestic companies, including the Trial
Measures for the Administration on Overseas Securities Offering and Listing by Domestic
Companies (�•�¤�«�†�8�¤�.�ï���Ç�N�q�j�9�M�#�
���l�,�‘ ) (the “Overseas Listing Trial
Measures”) together with 5 supporting guidelines (together with the Overseas Listing Trial
Measures, collectively referred to as the “Overseas Listing Regulations”). Under Overseas
Listing Regulations, PRC domestic companies that seek to offer and list securities in overseas
markets, either in direct or indirect means, are required to file the required documents with the
CSRC within three working days after its application for overseas listing is submitted.

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

On February 24, 2023, the CSRC and three other relevant government authorities jointly
promulgated the Provisions on Strengthening the Confidentiality and Archives Administration
Related to the Overseas Securities Offering and Listing by Domestic Enterprises (�•�ë�õ��
v
�¤�«�†�8�¤�.�ï���Ç�N�q�j�9�´�ë�­
W�q�æ�é�M�#�ˆ�*�Y�•�›�‘ ) (the “Provision on
Confidentiality”). Pursuant to the Provision on Confidentiality, where a domestic enterprise
provides or publicly discloses any document or material that involving state secrets and
working secrets of state agencies to the relevant securities companies, securities service
institutions, overseas regulatory authorities and other entities and individuals, it shall report to
the competent department with the examination and approval authority for approval in
accordance with the law, and submit to the secrecy administration department of the same level
for filing. The working papers formed within the territory of the PRC by the securities
companies and securities service agencies that provide corresponding services for the overseas
issuance and listing of domestic enterprises shall be kept within the territory of the PRC, and
cross-border transfer shall go through the examination and approval formalities in accordance
with the relevant provisions of the State.

Regulations on the H-share Full Circulation

“Full circulation” refers to the circulation of domestically unlisted shares of H-share
listed companies on the stock exchange, including domestically unlisted shares held by
domestic shareholders prior to overseas listing, additional domestically unlisted shares issued
after overseas listing and unlisted shares held by holders of foreign shares, etc. On November
14, 2019, the CSRC issued the Guidelines for the “Full Circulation” Program for Domestic
Unlisted Shares of H-share Listed Companies (�• H�p�®�!�¤�«�J�j�9�p�…�a�� “�Œ�t�· ”�8
�
�8�Ï�‘ ) (the “Guidelines for the Full Circulation”), which was revised on August 10, 2023.
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According to the Guidelines for the Full Circulation, shareholders of domestic unlisted
shares may determine by themselves through consultation the amount and proportion of shares,
for which an application will be filed for circulation, provided that the requirements laid down
in the relevant laws and regulations and set out in the policies for state-owned asset
administration, foreign investment and industry regulation are met, and the corresponding
H-share listed company may be entrusted to file the said application for full circulation.

On December 31, 2019, China Securities Depository and Clearing Corporation Limited
(“CSDC”) and the Shenzhen Stock Exchange jointly announced the Measures for
Implementation of H-share “Full Circulation” Business (�• H�p “�Œ�t�· ”�8
��¼�D�Z�Æ�‘ ) (the
“Measures for Implementation”). The businesses of cross-border transfer registration,
maintenance of deposit and holding details, transaction entrustment and instruction
transmission, settlement, management of settlement participants, services of nominal holders,
etc. in relation to the H-share “full circulation business”, are subject to the Measures for
Implementation.

In order to fully promote the reform of H-shares “full circulation” and clarify the business
arrangement and procedures for the relevant shares’ registration, custody, settlement and
delivery, CSDC has promulgated the Circular on Issuing the Guide to the Program for Full
Circulation of H-shares (�•�ë�õ�ï�1 <H�p “�Œ�t�· ”�8
��8�Ì >�Y�·�]�‘ ) in February 2020,
which specified the business preparation, account arrangement, cross-border share transfer
registration and overseas centralized custody, etc. In February 2020, China Securities
Depository and Clearing (Hong Kong) Co., Ltd. (“CSDC (Hong Kong)”) also promulgated the
Guide to the Program for Full Circulation of H-shares (�•�•
7�Ç�N�î	¾
��Q (�0�¥ )�Þ�"�®�! H
�p “�Œ�t�· ”�8
��8�Ì�‘ ), which specifies the business preparation, account arrangement,
cross-border share transfer registration and overseas centralized custody, and other relevant
matters.

According to the Guide to the Program for Full Circulation of H-shares, H-share listed
companies shall be authorized by Participating Shareholders to designate the only domestic
securities company (the “Domestic Securities Company”) to participate in the transaction of
converted H shares. According to the Guide to the Program for Full Circulation of H-shares,
upon the completion of the transaction, settlements between each of the Hong Kong Securities
Company and CSDC (Hong Kong), CSDC (Hong Kong) and CSDC, CSDC and the Domestic
Securities Company, and the Domestic Securities Company and the Participating Shareholders,
will all be conducted separately.
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OVERVIEW

We are driving innovation in the global power semiconductor industry and the first in the
world to achieve mass production of 8-inch GaN-on-Si wafers. We are also the only company
in the world to have the mass-production capabilities for a full voltage spectrum of GaN-on-Si
semiconductor products. We are the first in the world to achieve mass production of 8-inch
GaN-on-Si wafers, increasing die per wafer by 80% and reducing single chip cost by 30%. We
house the world’s largest GaN power semiconductor production base, with a production
capacity of 12,500 wafers per month as of June 30, 2024.

In December 2015, Inno Zhuhai, with Dr. Luo as its founder, was established as a limited
liability company under the laws of the PRC in Zhuhai, which operated as a small quantity
production base with foundational research and development function of the core technological
elements of the Group’s products. Inno Zhuhai eventually became a wholly-owned subsidiary
of our Company.

Following the progress and accumulation of success in the research and development and
the small-scale production of Inno Zhuhai, the production capacity of Inno Zhuhai can no
longer fulfill the Group’s production demand. In July 2017, the Company was subsequently
established in Suzhou, which is located in proximity to where a large proportion of the
third-generation semiconductor companies and the Group’s suppliers are based, to facilitate the
transition into large-scale industrialization and commercialisation of the Group’s products and
results of research and development.

BUSINESS DEVELOPMENT MILESTONES

The following table summarizes the key milestones in our business development:

Year Milestone

December 2015 � � � � � � Inno Zhuhai, currently a wholly-owned subsidiary of our
Company, was established in the PRC.

July 2017 � � � � � � � � � � Our Company was established in the PRC.

December 2017 � � � � � � Our manufacturing plant in Zhuhai completed construction and
commenced production.

August 2020 � � � � � � � � Our cumulative shipment achieved 1 million in terms of
equivalent GaN discrete chips.

August 2021 � � � � � � � � Our cumulative shipment achieved 10 million in terms of
equivalent GaN discrete chips.
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Year Milestone

October 2021� � � � � � � � Our manufacturing plant in Suzhou, the world’s largest 8-inch
GaN-on-Si wafers manufacturing plant, according to Frost &
Sullivan, completed construction and commenced production.

October 2022� � � � � � � � Our cumulative shipment achieved 100 million in terms of
equivalent GaN discrete chips.

December 2023 � � � � � � As of December 31, 2023, our production capacity achieved
10,000 wafers per month, and our cumulative shipment
exceeded 500 million in terms of equivalent GaN discrete
chips.

CORPORATE DEVELOPMENT

Inno Zhuhai

(1) Establishment of Inno Zhuhai

In December 2015, Inno Zhuhai was founded as a limited liability company established
under the laws of the PRC in Zhuhai, which operated as a small quantity production base with
foundational research and development function of the core technological elements of the
Group’s products. Inno Zhuhai eventually became a wholly-owned subsidiary of our Company.
At the time of establishment of Inno Zhuhai, its shareholding structure was as follows:

Shareholders
Registered capital

subscribed for
Percentage of
shareholding

(RMB) (%)

InnoScience Group Inc. (“ISG”)(1) � � � � � � � � � � � � 880,000,000 88.00
Zhuhai Gaoxin Entrepreneurship Service Center

(	.	�	÷�-�¦�”�ô�8��
��•�Ð ) (“Zhuhai Gaoxin
Service Center”)(2) � � � � � � � � � � � � � � � � � � � � � � 100,000,000 10.00

Zhuhai Gaoxin Venture Investment Capital
Co., Ltd. (	.	�	÷�-�ô�8�³���Þ�"�®�! )
(formerly known as Zhuhai Gaoxin Venture
Capital Co., Ltd. (	.	�	÷�-�ô�³�Þ�"�®�! ))
(“Zhuhai VC”)(3)� � � � � � � � � � � � � � � � � � � � � � � � 20,000,000 2.00

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,000,000,000 100.00

Notes:

(1) ISG was a corporation initially incorporated in the state of Delaware, the United States on October 28,
2015 for its shareholders to hold interests in Inno Zhuhai.
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At the date of establishment of ISG and Inno Zhuhai, ISG was held by Dr. Luo, Mr. Son, Ms. Jiahan
Jenny Yu and Mr. Eicke Richard Weber as to 59.5%, 36.4%, 3.2% and 0.9%, respectively. Dr. Luo, Mr.
Son, Ms. Jiahan Jenny Yu and Mr. Eicke Richard Weber. To the best of our Company’s knowledge, Ms.
Jiahan Jenny Yu and Mr. Eicke Richard Weber are Independent Third Parties.

(2) Zhuhai Gaoxin Service Center is ultimately managed by Zhuhai Gaoxin Zone Management Committee
(	.	��9	÷�-
��M�#�‰�p�6 ).

(3) Zhuhai VC is a limited liability company established under the laws of the PRC on September 29, 2015
and is wholly-owned by the Zhuhai Gaoxin Industrial Development Zone Development Reform and
Finance and Financial Bureau (	.	�	÷�-�¦�”�*�8
š�ï
��ï�•�·�'�q	Ì�A�–�D�… ).

Our Company

The following sets forth the corporate history and shareholding changes of our Company.

(1) Establishment of our Company

Following the progress and accumulation of success in the research and development and
the small-scale production of Inno Zhuhai, the production capacity of Inno Zhuhai can no
longer fulfill the Group’s production demand. In July 2017, the Company was therefore
established in Suzhou, which is located in proximity to where a large proportion of the
third-generation semiconductor companies and the Group’s suppliers are based, to facilitate the
transition into large-scale industrialization and commercialisation of the Group’s products and
results of research and development. Upon its establishment on July 21, 2017, the shareholding
structure of our Company was as follows:

Shareholders
Registered capital

subscribed for
Percentage of
shareholding

(RMB) (%)

ISG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,500,000,000 86.71
Suzhou Zhanyi No. 1 Investment Fund L.P.

(�=�È�9�•�H�S�î�³��
?�–�¥�«�†�8 (�Þ�"�¥�« ))
(“Suzhou Zhanyi”)(1)(3) � � � � � � � � � � � � � � � � � � � 10,000,000 0.58

Shenzhen CMB No. 1 Equity Investment L.P.
(�	�­�9�Ý�Õ� �î�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« ))
(“CMB No. 1”)(2) � � � � � � � � � � � � � � � � � � � � � � � 38,900,000 2.25

Shenzhen CMB Gongying Equity Investment L.P.
(�	�­�9�Ý�Õ�•�J�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Shenzhen Gongying”)(3) � � � � � � � � � � � � � � � � � 1,100,000 0.06

Suzhou Wujiang Industrial Investment Co., Ltd.
(�=�È�9�N�ê�*�8�³���Þ�"�®�! )
(“Wujiang Industrial Investment”)(2)(3) � � � � � � 150,000,000 8.67

Shenzhen Shenshang Xingye Venture Capital Fund
L.P. (�	�­�9�	
 �3�8�ô�8�³��
?�–�¥�«�†�8 (�Þ
�"�¥�« )) (“Shenshang VC”)(2)(3) � � � � � � � � � � � � 30,000,000 1.73

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,730,000,000 100.00
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Notes:

(1) In January 2023, Suzhou Zhanyi transferred the registered capital of our Company of RMB10,000,000
to Shenzhen Jiacheng Peihe Investment L.P. (�	�­�9�3�Õ�Ò�q�³���¥�«�†�8 (�Þ�"�¥�« )) (“Jiacheng
Peihe”) at a consideration of approximately RMB40,755,567. Following the equity transfer, Suzhou
Zhangyi no longer held any equity interest of our Company. To the best of our Company’s knowledge,
each of Suzhou Zhanyi and Jiacheng Peihe are Independent Third Parties.

(2) For further details on the background of such investor, please see “— Pre-IPO Investments.”

(3) To the best of our Company’s knowledge, such investor is an Independent Third Party.

At the establishment of our Company in July 2017, ISG subscribed for the registered
capital of our Company of RMB700,000,000 by way of transfer of its entire equity interest in
Inno Zhuhai, the value of which was assessed to be RMB724,695,200 as at June 30, 2017 by
an independent valuer. As at the establishment of our Company, our Company held 88.00% of
Inno Zhuhai.

Since its establishment, our Company has undertaken a series of shareholding changes as
detailed below.

(2) The April 2018 Financing

We have completed a financing of our Company in April 2018, through capital increases
as detailed below. For further details, see “— Pre-IPO Investments.” As a result, the registered
capital of our Company was increased to RMB1,785,000,000.

Subscribers
Registered capital

subscribed for
Cash

Consideration

(RMB) (RMB)

Ningbo Meishan Free Trade Zone Jiake
Investment L.P. (�¹�*
à�†�­�ü�¥
��—�Å�³���¥
�«�†�8 (�Þ�"�¥�« )) (“Jiake Investment”)(1)(2) � � 35,000,000 35,000,000

Jiaxing Jinhu No. 37 Investment L.P.
(�—�3�–�Û�g�d�V�î�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Jinhu Investment”)(2)� � � � � � � � � � � � � � � � � � � 20,000,000 20,000,000

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 55,000,000 55,000,000

Note:

(1) For further details on the background of such investor, please see “— Pre-IPO Investments.”

(2) To the best of our Company’s knowledge, such investor is an Independent Third Party.
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(3) Capital increase in July 2018

In July 2018, Zhuhai VC subscribed for new registered capital of our Company of
RMB90,000,000 through contribution of its equity interest of Inno Zhuhai. The value of such
equity interest of Inno Zhuhai was valued to be RMB90,000,000 by an independent valuer in
September 2018. Immediately following the completion of the subscription, the shareholding
structure of our Company was as follows:

Shareholders
Registered capital
of our Company

Percentage of
shareholding

(RMB) (%)

ISG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,500,000,000 80.00
Suzhou Zhanyi � � � � � � � � � � � � � � � � � � � � � � � � � � � 10,000,000 0.53
CMB No. 1 � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 38,900,000 2.07
Shenzhen Gongying � � � � � � � � � � � � � � � � � � � � � � � � 1,100,000 0.06
Wujiang Industrial Investment � � � � � � � � � � � � � � � � 150,000,000 8.00
Shenshang VC � � � � � � � � � � � � � � � � � � � � � � � � � � � � 30,000,000 1.60
Jiake Investment � � � � � � � � � � � � � � � � � � � � � � � � � � 35,000,000 1.87
Jinhu Investment � � � � � � � � � � � � � � � � � � � � � � � � � � 20,000,000 1.07
Zhuhai VC(1) � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 90,000,000 4.80

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,875,000,000 100

Note:

(1) In January 2023, Zhuhai VC transferred the registered capital of our Company of RMB90,000,000 to
Zhuhai Gangwan Kehong Venture Capital Co., Ltd. (	.	��¥�D�Å�ƒ�ô�8�³���Þ�"�®�! ) (“Zhuhai
Gangwan”) at nil consideration. Zhuhai Gangwan is a limited liability company established under the
laws of the PRC and is wholly-owned by Zhuhai VC.

To the best of our Company’s knowledge, both Zhuhai VC and Zhuhai Gangwan are Independent Third
Parties. For further details on the background of Zhuhai Gangwan, please see “— Pre-IPO Investments.”

(4) Series B Financing

We have completed the Series B Financing in October 2019, through capital increases as
detailed below. For further details, see “— Pre-IPO Investments.” As a result, the registered
capital of our Company was increased to RMB3,001,815,750.

Subscribers
Registered capital

subscribed for
Cash

Consideration

(RMB) (RMB)

ISG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 318,807,000 425,076,000
Instant Technology Investment Company Limited

(“Instant Technology”)(1)(2)(5) � � � � � � � � � � � � � � 265,672,500 354,230,000
Shenzhen CMB Langyao Growth Equity

Investment Fund L.P. (�	�­�9�Ý�Õ�æ�Ú�Ó�—�p�Æ
�³��
?�–�¥�«�†�8 (�Þ�"�¥�« ))
(“CMB Langyao”)(1) � � � � � � � � � � � � � � � � � � � � � 132,836,250 177,115,000
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Subscribers
Registered capital

subscribed for
Cash

Consideration

(RMB) (RMB)

Wujiang Industrial Investment � � � � � � � � � � � � � � � � 112,500,000 150,000,000
Shenzhen Tongchuang Zhuoyue Investment L.P.

(�	�­�•�ô�Y
s�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Tongchuang Zhuoyue”)(1)(5) � � � � � � � � � � � � � � 82,500,000 110,000,000

Hunan Huaye Tiancheng Venture Capital
Investment L.P. (�³�Ì
6�8�Â�Ó�ô�8�³���¥�«�†
�8 (�Þ�"�¥�« )) (“Huaye Tiancheng”)(1)(5)� � � � � � 37,500,000 50,000,000

Ningbo Xindong Venture Capital L.P.
(�¹�*�ƒ
��ô�8�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Xindong Venture”)(3)(5) � � � � � � � � � � � � � � � � � 56,250,000 75,000,000

Guangdong Guomin Kaide Technology Venture
Capital L.P. (�?��
7�O�ñ
{�Å�¦�ô�8�³���†�8 (�Þ
�"�¥�« )) (“Guomin Kaide”)(1) � � � � � � � � � � � � � � 67,500,000 90,000,000

Ningbo Meishan Free Trade Zone Ningke
Investment L.P. (�¹�*
à�†�­�ü�¥
��‘�Å�³���¥
�«�†�8 (�Þ�"�¥�« )) (“Ningke Investment”)(1)(5) � 38,250,000 51,000,000

Langma No. 4 (Shenzhen) Venture Capital Center
L.P. (�æ�.�,�î (�	�­ )�ô�8�³���•�Ð (�Þ�"�¥�« ))
(“Langma No. 4”)(4)(5) � � � � � � � � � � � � � � � � � � � 15,000,000 20,000,000

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,126,815,750 1,502,421,000

Notes:

(1) For further details on the background of such investor, please see “— Pre-IPO Investments.”

(2) In October 2020, (i) Instant Technology transferred the registered capital of our Company of
RMB200,848,410 to Shenzhen CMB Growth No. 17 Equity Investment Fund L.P. (�	�­�9�Ý�Õ�Ó�—�=
�h�î�p�Æ�³��
?�–�¥�«�†�8 (�Þ�"�¥�« )) (“CMB Growth”) at a consideration of approximately
USD46,732,192; and (ii) Instant Technology transferred the registered capital of our Company of
RMB22,316,490 to Zhuhai Chengzhang Gongying Venture Capital Fund L.P. (	.	��9�Ó�—�•�J�ô�8�³��

?�– (�Þ�"�¥�« )) (“Zhuhai Gongying”) at a consideration of approximately USD5,192,466. To the best
of our Company’s knowledge, Zhuhai Gongying is an Independent Third Party. For further details on
the background of CMB Growth, please see “— Pre-IPO Investments.”

(3) In August 2022, Xindong Venture transferred the registered capital of our Company of RMB56,250,000
to Wenzhou Taiyang Equity Investment L.P. (�]�È#9
¢�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« )) (“Wenzhou
Taiyang”) at a consideration of RMB234,947,520. For further details on the background of Wenzhou
Taiyang, please see “— Pre-IPO Investments.”

(4) In May 2021, (i) Langma No. 4 transferred the registered capital of our Company of RMB7,500,000 to
Suzhou Industrial Park Qijing Investment L.P. (�=�È�ˆ�8
ä
�
¼�ý�³���¥�«�†�8 (�Þ�"�¥�« )) (“Qijing
Investment”) at a consideration of approximately RMB19,987,902; and (ii) Langma No. 4 transferred
the registered capital of our Company of RMB7,500,000 to Zibo Tianhui Qianxing Investment L.P. (�

�ù�Â
Ò	û�3�³���¥�«�†�8 (�Þ�"�¥�« )) (“Tianhui Qianxing”) at a consideration of approximately
RMB19,987,902. For further details on the background of Qijing Investment and Tianhui Qianxing,
please see “— Pre-IPO Investments.”

(5) To the best of our Company’s knowledge, such investor is an Independent Third Party.
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(5) Equity transfers in 2019 and 2020

In December 2019, ISG transferred 5.55% of its equity interests of our Company to each
of Suzhou Inno Enterprise Management Co., Ltd. (�=�È�õ�U�†�8�M�#�Þ�"�®�! ) (“Inno
Enterprise Management”) and Inno HK. Each of such equity transfers was settled by
contribution of equity interests of Inno Enterprise Management and Inno HK. In March 2020,
Inno Enterprise Management transferred 5.55% of its equity interests of our Company to
Innocore. Such equity transfer was settled by contribution of equity interests of Innocore. The
value of the equity interests transferred in each of the aforementioned transactions was valued
to be not less than RMB122,983,500 by an independent valuer in September 2019.

Following completion of the aforesaid equity transfers, Inno HK and Innocore each held
5.55% equity interests of our Company, and Inno Enterprise Management no longer held any
equity interests in our Company. The aforesaid equity transfers are part of the steps to
streamline the Group’s shareholding structure.

(6) Equity transfers in 2020

On September 16, 2019, SK China Company Limited (“SK China”) agreed to provide
ISG with a loan of US$60 million with ISG’s equity interest in the Company as a pledge, and
agreed that SK China has the right to issue an option exercise notice requiring ISG to transfer
the Company’s equity interest to SK China at an equivalent consideration of US$60 million
with reference to the Company’s valuation following the Series B Financing. On March 19,
2020, SK China issued an option exercise notice and ISG transferred 10.62% of the Company’s
equity interest to SK China, and SK China waived the abovementioned loan and pledge
accordingly. On April 27, 2020, the registration of the abovementioned equity transfer was
completed.

In December 2020, (i) ISG transferred 1.34% equity interest of our Company to On Ride
Investments Limited (“On Ride”) at a cash consideration of US$10,000,000; (ii) ISG
transferred 1.34% equity interest of our Company to King Winne Electronic Technology
Limited (�–�ƒ���e�•�Å�¦�Þ�"�®�! ) (“King Winne Electronic”) at a cash consideration of
US$10,000,000; and (iii) ISG transferred 0.67% equity interest to Zheng Xu (�M�Û) at a cash
consideration of US$5,000,000. The equity transfers were completed on December 2, 2020
upon completion of registration of equity change, and the consideration was fully paid on
December 14, 2020.
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Upon completion of the above equity transfers, the shareholding structure of our
Company was as follows:

Shareholders
Registered capital
of our Company

Percentage of
shareholding

(RMB) (%)

ISG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,066,581,332 35.53
Suzhou Zhanyi � � � � � � � � � � � � � � � � � � � � � � � � � � � 10,000,000 0.33
CMB No. 1 � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 38,900,000 1.30
Shenzhen Gongying � � � � � � � � � � � � � � � � � � � � � � � � 1,100,000 0.04
Wujiang Industrial Investment � � � � � � � � � � � � � � � � 262,500,000 8.74
Shenshang VC � � � � � � � � � � � � � � � � � � � � � � � � � � � � 30,000,000 1.00
Jiake Investment � � � � � � � � � � � � � � � � � � � � � � � � � � 35,000,000 1.17
Jinhu Investment � � � � � � � � � � � � � � � � � � � � � � � � � � 20,000,000 0.67
Zhuhai VC� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 90,000,000 3.00
Instant Technology � � � � � � � � � � � � � � � � � � � � � � � � 42,507,600 1.42
CMB Langyao � � � � � � � � � � � � � � � � � � � � � � � � � � � � 132,836,250 4.43
Tongchuang Zhuoyue� � � � � � � � � � � � � � � � � � � � � � � 82,500,000 2.75
Huaye Tiancheng � � � � � � � � � � � � � � � � � � � � � � � � � � 37,500,000 1.25
Xindong Venture � � � � � � � � � � � � � � � � � � � � � � � � � � 56,250,000 1.87
Guomin Kaide � � � � � � � � � � � � � � � � � � � � � � � � � � � � 67,500,000 2.25
Ningke Investment� � � � � � � � � � � � � � � � � � � � � � � � � 38,250,000 1.27
Langma No. 4 � � � � � � � � � � � � � � � � � � � � � � � � � � � � 15,000,000 0.50
Innocore � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 166,600,774 5.55
Inno HK � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 166,600,774 5.55
SK China(1)(2) � � � � � � � � � � � � � � � � � � � � � � � � � � � � 318,807,000 10.62
CMB Growth � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 200,848,410 6.69
Zhuhai Gongying � � � � � � � � � � � � � � � � � � � � � � � � � � 22,316,490 0.74
On Ride(2) � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 40,086,848 1.34
King Winne Electronic(2) � � � � � � � � � � � � � � � � � � � � 40,086,848 1.34
Zheng Xu (�M�Û)(2) � � � � � � � � � � � � � � � � � � � � � � � � 20,043,424 0.67

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 3,001,815,750 100

Notes:

(1) In December 2022, SK China transferred the registered capital of our Company of RMB73,622,658 to
Shanghai Guoping Private Equity Investment Fund L.P. (�j	�
7�ƒ�÷
Í�³��
?�–�¥�«�†�8 (�Þ�"�¥�« ))
(formerly known as Jiaxing Guoping Equity Investment L.P. (�—�3
7�ƒ�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Shanghai Guoping”) at a consideration of RMB300,000,000. For further details on the background
of Shanghai Guoping, please see “— Pre-IPO Investments.”

(2) To the best of our Company’s knowledge, such investor is an Independent Third Party.
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(7) Series C Financing

We have completed the Series C Financing in January 2021, through capital increases as
detailed below. For further details, see “— Pre-IPO Investments.” As a result, the registered
capital of our Company was increased to RMB3,533,887,592.

Subscribers
Registered capital

subscribed for
Cash

Consideration

(RMB) (RMB)

CMB Growth � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 293,802,717 783,000,000
Zhuhai Gongying � � � � � � � � � � � � � � � � � � � � � � � � � � 6,378,858 17,000,000
Shenzhen Gongchuang Future Investment

Partnership L.P. (�	�­�•�ô�J�8�³���¥�«�†�8 (�Þ
�"�¥�« )) (“Gongchuang Future”)(1)(2) � � � � � � � � 75,045,394 200,000,000

Xiamen Huaye Qirong Venture Capital Partnership
L.P. (���˜
6�8
¼�D�ô�8�³���¥�«�†�8 (�Þ�"�¥
�« )) (“Huaye Qirong”)(1)(2) � � � � � � � � � � � � � � � � 37,522,697 100,000,000

Qijing Investment(1)� � � � � � � � � � � � � � � � � � � � � � � � 37,522,697 100,000,000
Zibo Tianhui Hongxin Investment Partnership L.P.

(�
�ù�Â
Ò�>4¥�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Tianhui Hongxin”)(1)(2) � � � � � � � � � � � � � � � � � 6,754,085 18,000,000

Zeng Yuqun (�€�N�Ê )(2)(3) � � � � � � � � � � � � � � � � � � � 75,045,394 200,000,000

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 532,071,842 1,418,000,000

Notes:

(1) For further details on the background of such investor, please see “— Pre-IPO Investments.”

(2) To the best of the Company’s knowledge, such investor is an Independent Third Party.

(3) In April 2023, Mr. Zeng Yuqun (�€�N�Ê ) (“Mr. Zeng”) transferred the registered capital of our Company
of RMB75,045,394 to Ms. Hong Huacan (�s
6�� ), the spouse of Mr. Zeng, at nil consideration. To the
best of our Company’s knowledge, Mr. Zeng and Ms. Hong Huacan (�s
6�� ) are Independent Third
Parties.

(8) Inno Zhuhai Becoming a Wholly-Owned Subsidiary of our Company

Since November 2019, our Company has acquired equity interests of Inno Zhuhai from
Zhuhai Gaoxin Service Center, Zhuhai VC and also Zhuhai Kechuang Hengrui Investment Co.,
Ltd. (	.	��Å�ô6ì�•�³���M�#�Þ�"�®�! ) (“Zhuhai Kechuang”), a limited liability company
established in the PRC ultimately controlled by the State-owned Assets Supervision and
Administration Commission of Zhuhai Municipal People’s Government (	.	��9�[�O�A�´
7�Þ
���*�9�–�M�#�‰�p�6 ), which subscribed for increased registered capital of Inno Zhuhai of
RMB84,654,900 in March 2020. Subsequently, following the completion of the last acquisition
of equity interest of Inno Zhuhai from Zhuhai Kechuang by our Company in April 2021, Inno
Zhuhai became a wholly-owned subsidiary of our Company.
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(9) Equity transfers in 2021

On November 29, 2021, as part of the steps to streamline the Group’s shareholding
structure, ISG distributed the registered capital of our Company to the following distributees
at nil consideration. Following the above distributions, ISG no longer held any equity interest
of our Company and was dissolved on December 7, 2022. Details of the distributions of the
registered capital of our Company are set out below:

Distributor Distributee
Registered capital

transferred
Percentage of
equity interest

(RMB) (%)

ISG � � � � � � � � � � Inno Holding(1) 434,962,664 12.31
ISG � � � � � � � � � � Dr. Luo 248,877,685 7.04
ISG � � � � � � � � � � Mr. Son 230,814,360 6.53
ISG � � � � � � � � � � Inno Youpeng(2) 151,926,623 4.30

Notes:

(1) Inno Holding is an exempt private company limited by shares incorporated in Singapore and is held by
Dr. Luo and Mr. Son as to 55.4% and 44.6%, respectively.

(2) Inno Youpeng is a limited partnership established in the PRC. Its general partner is Innocore
(Suzhou) Enterprise Consulting Co., Ltd. (�õ�U�ƒ (�=�È )�†�8�T���Þ�"�®�! ) (“Innocore Consulting”),
a company established under the laws of the PRC and ultimately controlled by Dr. Luo, and holds
approximately 0.08% of the interest therein. Inno Youpeng is held as to approximately 35.04%, 5.66%
and 59.30% by Ms. Jiahan Jenny Yu, Mr. Eicke Richard Weber and 12 other limited partners as to its
limited partnership interests. Other than Ms. Jiahan Jenn Yu, none of the limited partners held one-third
or more of the interest therein. All limited partners of Inno Youpeng are Independent Third Parties.

On even date, Inno HK transferred the registered capital of our Company of
RMB24,683,848 to Inno Youpeng at a consideration of approximately US$12,410, and the
consideration was fully paid on June 11, 2024.

The aforesaid equity transfers were completed on November 29, 2021 upon completion
of registration of equity change.
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(10) Series D Financing

We have completed the Series D Financing in February 2022, through capital increases
as detailed below. For further details, see “— Pre-IPO Investments.” As a result, the registered
capital of our Company was increased to RMB4,046,026,435.

Subscribers
Registered capital

subscribed for
Cash

Consideration

(RMB) (RMB)

Yu Hao (�º	� )(1)(2)(3) � � � � � � � � � � � � � � � � � � � � � � � 63,806,304 325,000,000
Shenzhen Huashengchuang Technology L.P.

(�	�­�9
6�º�ô�Å�¦�¥�«�†�8 (�Þ�"�¥�« ))
(“Shenzhen Huashengchuang”)(1)(2) � � � � � � � � � 63,806,304 325,000,000

Wenzhou Taixin Phase 4 Equity Investment L.P.
(�]�È#9�¦�,�‚�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Taixin Phase 4”)(1)(2) � � � � � � � � � � � � � � � � � � � 18,651,073 95,000,000

Wenzhou Taixin Phase 5 Equity Investment L.P.
(�]�È#9�¦�ž�‚�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Taixin Phase 5”)(1)(2) � � � � � � � � � � � � � � � � � � � 59,879,762 305,000,000

Hainan Xietong Shifu Venture Capital Investment
Fund L.P. (	��Ì�X�•�û�,�ô�8�³��
?�–�¥�«�†�8
(�Þ�"�¥�« )) (“Xietong Shifu”)(1) � � � � � � � � � � � � 39,265,418 200,000,000

Qingdao Hangyue Equity Investment L.P.
(�¡�¥	˜
s�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Qingdao Hangyue”)(1) � � � � � � � � � � � � � � � � � � 29,449,063 150,000,000

Nanjing Yida Huike Venture Capital L.P.
(�Ì�/�‡�:
Ò�Å�ô�8�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Nanjing Yida”)(1)(2) � � � � � � � � � � � � � � � � � � � � 43,191,959 220,000,000

Dongke Semiconductor (Anhui) Co., Ltd.
(���Å���¬�� (�Ä�Ï )�p�…�Þ�"�®�! )
(“Dongke Semiconductor”)(1) � � � � � � � � � � � � � � 19,632,709 100,000,000

Wenzhou Taixin Phase 7 Equity Investment L.P.
(�]�È#9�¦�V�‚�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Taixin Phase 7”)(1)(2) � � � � � � � � � � � � � � � � � � � 49,081,772 250,000,000

Shanghai Lingyue Sairui Enterprise Management
Center L.P. (�j	��ï
s�„�<�†�8�M�#�•�Ð (�Þ�"�¥
�« )) (“Lingyue Sairui”)(1) � � � � � � � � � � � � � � � � � 19,632,709 100,000,000

Hunan Xingxiang Zhaozheng Zhiyuan Industry
Investment L.P. (�³�Ì�3�±�Ý�Ç�ç�Ã�*�8�³���¥
�«�†�8 (�Þ�"�¥�« )) (“Hunan Xingxiang”)(1) � � � � 15,725,800 80,100,000

Tianjin Saifu Gaopeng Yisheng Enterprise
Management L.P. (�Â�u�„�,	÷���H�8�†�8�M�#�¥
�«�†�8 (�Þ�"�¥�« )) (“Saifu Gaopeng”)(1) � � � � � � 21,595,980 110,000,000
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Subscribers
Registered capital

subscribed for
Cash

Consideration

(RMB) (RMB)

Shenzhen Jiacheng Xinhe Investment L.P.
(�	�­�9�3�Õ4¥�q�³���¥�«�†�8 (�Þ�"�¥�« ))
(“Jiacheng Xinhe”)(1) � � � � � � � � � � � � � � � � � � � � 35,044,385 178,500,000

Haitong Innovation Securities Investment Co.,
Ltd. (	��·�ô�-�Ç�N�³���Þ�"�®�! )
(“Haitong Innovation”)(1) � � � � � � � � � � � � � � � � � 9,816,354 50,000,000

Haifu Changjiang Growth Equity Investment
(Hubei) Partnership (L.P.) (	��,�—�ê�Ó�—�p�Æ�³
�� (�³�� )�¥�«�†�8 (�Þ�"�¥�« ))
(“Haifu Changjiang”)(1) � � � � � � � � � � � � � � � � � � 15,706,167 80,000,000

China-Belgium Direct Equity Investment Fund
(�•
7 -�â�;�Û�\
Ÿ�p�Æ�³��
?�– )
(“China-Belgium Fund”)(1) � � � � � � � � � � � � � � � � 7,853,084 40,000,000

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 512,138,843 2,608,600,000

Notes:

(1) To the best of our Company’s knowledge, such investor is an Independent Third Party.

(2) For further details on the background of such investor, please see “— Pre-IPO Investments.”

(3) In July 2024, Mr. Yu Hao transferred 5,822,812 Shares held by him to Wujiang Industrial Investment
at a consideration of RMB150,000,000. For further details on the background of Wujiang Industrial
Investment, please see “— Pre-IPO Investments.”

(11) Capital Reduction and Conversion into a Joint Stock Limited Company

On January 18, 2023, the then Shareholders approved capital reduction of our Company
and our Company gazetted such capital reduction on the following day. On June 30, 2023, as
approved by the Shareholders at the time, our Company underwent a capital reduction at a ratio
of 9.1593:1, which was based on the net asset value of our Company of approximately
RMB7,327,466,399 as of April 30, 2023, as assessed by an independent valuer. Immediately
after the capital reduction, the registered capital of our Company became RMB800,000,000.

As approved by Shareholders at that time on July 31, 2023, our Company was converted
from a limited liability company into a joint stock limited company on September 27, 2023.
Our Company was renamed as InnoScience (Suzhou) Technology Holding Co., Ltd. (�õ�U�„�Å
(�=�È )�Å�¦�p�…�Þ�"�®�! ). Immediately after the conversion into a joint stock limited
company, the registered share capital of our Company became 800,000,000 Shares with a
nominal value of RMB1.00 each, all of which are fully paid up.
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(12) Capital Increase in April 2024

In April 2024, Xinsheng Dapeng subscribed for 10,677,142 Shares at a cash consideration
of RMB10,677,142. The capital increase was completed on April 28, 2024 upon completion of
registration of equity change, and the consideration was fully paid on June 5, 2024.

Xinsheng Dapeng is our employee shareholding platform with Dr. Luo as its general
partner holding approximately 0.00001% of the limited partnership interest therein and the
participants of the Pre-IPO Share Plan who are based in the PRC as its limited partners. For
details of the Pre-IPO Share Plan, see “Appendix VII — Statutory and General Information —
Further Information about our Directors, Supervisors, Management and Substantial
Shareholders — 5. Pre-IPO Share Plan.”

(13) Series E Financing

We have completed the Series E Financing in April 2024, through capital increases as
detailed below. For further details, see “— Pre-IPO Investments.”

Following the aforesaid capital increase and the Series E Financing, the total number of
issued Shares of our Company was increased to 833,788,253. The number of Shares subscribed
by the Series E Pre-IPO Investors represented 2.77% of the total issued share capital of the
Company as at the date of this prospectus.

Subscribers (the “Series E Pre-IPO Investors”)
Number of Shares

subscribed for
Cash

Consideration

(RMB)

Wuhan Optics Valley Core Future Special
Investment Fund Partnership Enterprise
(Limited Partnership) (�����ˆ���ƒ�J�8
Y
°�³��

?�–�¥�«�†�8 (�Þ�"�¥�« )) (“Wuhan Optics
Valley Core”)(1)(2) � � � � � � � � � � � � � � � � � � � � � � � 21,333,333 600,000,000

Hangzhou Guangyao Zhixin Tingyi Enterprise
Management Consulting Partnership (Limited
Partnership) (���È�ˆ�Ú�ç�-�¬�š�†�8�M�#�T���¥
�«�†�8 (�Þ�"�¥�« )) (“Hangzhou Guangyao”)(1) � 1,777,778 50,000,000

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 23,111,111 650,000,000

Notes:

(1) To the best of our Company’s knowledge, such investor is an Independent Third Party.

(2) For further details on the background of such investor, please see “— Pre-IPO Investments.”
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EMPLOYEE SHARE INCENTIVE SCHEME

The Company’s currently effective employee share incentive scheme, the Pre-IPO Share
Plan, was amended and approved by the Board on April 7, 2024.

In preparation for the Listing and to incentivise the Group’s employees, the equity
interest of ISG was transferred to Innocore and Inno HK, two of the employee shareholding
platforms of the Group. Furthermore, Xinsheng Dapeng was established by the Company on
March 28, 2024 to serve as the other employee shareholding platform of the Group. As of the
date of this prospectus, there were three employee shareholding platforms for the Pre-IPO
Share Plan, namely (i) Innocore, (ii) Xinsheng Dapeng, and (iii) Inno HK, which held
32,941,114 Shares, 10,677,142 Shares and 28,060,504 Shares, representing 3.75%, 1.21% and
3.19% of the share capital in issue of the Company immediately upon completion of the Global
Offering (assuming the Offer Size Adjustment Option and the Over-allotment Option are not
exercised), respectively. Details of Innocore, Xinsheng Dapeng and Inno HK are set out as
follows:

(i) Innocore is a limited partnership established in the PRC with Innocore Consulting
as its general partner holding approximately 7.75% of the limited partnership
interest therein, representing 2,553,107 Shares of which 1,053,107 Shares were not
granted to any participants of the Pre-IPO Share Plan as of the date of this
Prospectus. Innocore Consulting is a limited liability company established in the
PRC which is held by Dr. Luo and Mr. Son as to approximately 55.38% and
approximately 44.62%, respectively. Innocore has seven other limited partners, each
of which holds less than one-third of the partnership interest therein and is a limited
partnership established in the PRC. Dr. Luo is the general partner holding
approximately 0.0001% of the limited partnership interests in each of five of the
seven limited partnerships, representing 1 Share for each of such 5 limited
partnerships (i.e., 5 Shares in total). Dr. Luo is also the general partner of the
remaining two limited partnerships, holding 0.19% and 16.30% limited partnership
interests therein, representing 600,001 and 8,001 Shares, respectively. The limited
partners of these seven limited partnerships are the participants of the Pre-IPO Share
Plan who are based in the PRC.

(ii) Xinsheng Dapeng is a limited partnership established in the PRC with Dr. Luo as its
general partner holding approximately 0.375% of the limited partnership interests
therein, representing approximately 40,000 Shares, and the participants of the
Pre-IPO Share Plan who are based in the PRC as its limited partners.

(iii) Inno HK is a company incorporated under the laws of Hong Kong. The share capital
of Inno HK comprises one ordinary share, which is held by Dr. Luo, and 28,060,504
preference shares, 19,418,304 of which are held by Dr. Luo and 8,642,200 of which
are held by the 25 participants of the Pre-IPO Share Plan who are based outside the
PRC. Pursuant to the articles of association of Inno HK, only the holder of the
ordinary share shall be entitled to exercise the voting rights attached to such
ordinary share at general meetings and holders of preference shares are not entitled
to any voting rights at general meetings in respect of the preference shares held. As
such, Inno HK is controlled by Dr. Luo.
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The maximum number of Shares underlying the Pre-IPO Share Plan is 71,678,760 Shares
(the total number of Shares held by Innocore, Xinsheng Dapeng and Inno HK), representing
approximately 8.60% of the share capital in issue of the Company as of the date of this
Prospectus. As of the Latest Practicable Date, (i) our Company granted and allotted to qualified
participants an aggregate of 50,559,342 Shares under the Pre-IPO Share Plan, representing
approximately 5.75% of the share capital in issue of the Company as of the date of this
Prospectus; and (ii) a total of 21,119,418 Shares had not yet been granted and were retained
and held by Dr. Luo. The Company will not make new grants with respect to such 21,119,418
Shares under the Pre-IPO Shares Plan to any qualified participants before and after the Listing.
As of the Latest Practicable Date, no Shares were vested under the Pre-IPO Share Plan.
Pursuant to the terms of the Pre-IPO Share Plan, any Shares underlying the Pre-IPO Share Plan
shall only be vested following the Company’s listing. For details of the Pre-IPO Share Plan,
see “Appendix VII — Statutory and General Information — Further Information about our
Directors, Supervisors, Management and Substantial Shareholders — 5. Pre-IPO Share Plan.”

THE CONTROLLING SHAREHOLDERS GROUP

As of the date of this prospectus, Dr. Luo is directly interested in approximately 5.90%
of the total issued share capital of our Company and indirectly interested in approximately
23.10% of our total issued share capital, including (i) through being the controller of Inno
Holding, which holds approximately 10.31% of our Company, (ii) being the ultimate general
partner of Innocore, which holds approximately 3.95% of our Company, (iii) through being the
controller of Inno HK, which holds approximately 3.37% of our Company, (iv) through being
the ultimate general partner of Inno Youpeng, which holds 4.19% of our Company, and (v)
through being the general partner of Xinsheng Dapeng, which holds 1.28% of our Company.

To enhance corporate decision-making efficiency and to strengthen the control of Dr. Luo
and the Controlling Shareholders Group over the Company, Dr. Luo and Mr. Son, who are
long-term entrepreneurship partners, agreed on a written voting rights arrangement and a
voting rights proxy agreement on October 15, 2021 and November 24, 2024, respectively (the
“Voting Rights Arrangements”). Mr. Son agreed, among others, to have acted and will
continue to act pursuant to Dr. Luo’s direction for all actions in relation to the voting rights
attached to the shares of our Company and Inno Holding, in which he was or has been
interested directly or indirectly pursuant to a written voting rights arrangement entered into
between Dr. Luo and Mr. Son on October 15, 2021. Further, pursuant to the voting rights proxy
agreement (the “Voting Rights Proxy Agreement”) entered into between Dr. Luo and Mr. Son
on November 24, 2024, Mr. Son confirmed that he has appointed and will appoint Dr. Luo as
his true and lawful proxy to vote all shares of our Company and Inno Holding that Mr. Son has
been and will be interested at any and all meetings of shareholders of our Company and Inno
Holding (as the case may be), and on any and all actions taken by written consent of
shareholders of our Company and Inno Holding (as the case may be). Prior to the Voting Rights
Proxy Agreement, Mr. Son has acted pursuant to Dr. Luo’s direction for all actions in relation
to the voting rights attached to the shares of our Company and Inno Holding, in which he was
or has been interested directly or indirectly. The Voting Rights Arrangements will remain
effective until termination with mutual written consent of both parties. As such, Dr. Luo was
also deemed to be interested in 5.47% of the total issued share capital of our Company, which
is held by Mr. Son as of the date of this prospectus.
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As a result, Dr. Luo, Inno Holding, Innocore, Inno HK, Inno Youpeng and Xinsheng
Dapeng are a group of controlling shareholders of the Company, which directly or indirectly
control in approximately 34.48% of the total issued share capital of our Company as of the date
of this prospectus.

For details of the Controlling Shareholders Group, see “Relationship with the Controlling
Shareholders Group.”

OUR MAJOR SUBSIDIARIES

During the Track Record Period, the following subsidiaries made a material contribution
to our results of operation and financial position:

Name
Place of

Establishment
Date of

Establishment Shareholding Principal business activities

Inno Zhuhai � � � � PRC December 17,
2015

100% Research and development,
manufacturing and sales of
the Group’s products

Inno Suzhou � � � � PRC October 23,
2017

100% Research and development,
design, manufacturing and
sales of the Group’s
products

Inno Shenzhen � � PRC November 9,
2020

100% Research and development,
and sales of the Group’s
products

MAJOR ACQUISITIONS, DISPOSALS AND MERGERS

During the Tracking Record Period, we have not made any acquisitions, disposals or
mergers that we consider to be material to us.

PRE-IPO INVESTMENTS

Overview

The following table summarizes the key terms of the Pre-IPO Investments to our
Company made by the Pre-IPO Investors:

April 2018
Financing

Series B
Financing

Series C
Financing

Series D
Financing

Series E
Financing

Amount of registered
capital subscribed for
(RMB) � � � � � � � � � � �

55,000,000 1,126,815,750 532,071,842 512,138,843 23,111,111

Amount of consideration
paid (RMB) � � � � � � � �

55,000,000 1,502,421,000 1,418,000,000 2,608,600,000 650,000,000

Basis of determining the
consideration paid � � �

The consideration for the Pre-IPO Investments was determined based on arm’s
length negotiations between our Company and the Pre-IPO Investors after
taking into consideration various factors including but not limited to, the timing
of the investments, the market value, and the prospects of our business.
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April 2018
Financing

Series B
Financing

Series C
Financing

Series D
Financing

Series E
Financing

Date of agreements � � � � September
2017

September
2019

December
2020

From
September
2021 to
January
2022

From
December
2023 to
April 2024

Date of payment in full � June 27,
2018

January 12,
2021

January 15,
2021

16 February,
2022

April 1,
2024

Consideration Cost per
Share
(approximation)(1) � � �

RMB1.00 RMB1.33 RMB2.67 RMB5.09 RMB28.13

Discount to the Offer
Price
(approximation)(2) � � �

83.05% 77.40% 54.84% 13.68% 5.76%

Lock-up Period � � � � � � � Pursuant to the applicable PRC law, all current Shareholders (including the
Pre-IPO Investors) are subject to the relevant PRC statutory transfer restriction
for a period of one year from the Listing Date.

Use of proceeds from the
Pre-IPO Investments � �

We utilized the proceeds from the Pre-IPO Investments for the principal business
of our Group, including but not limited to research and development activities,
the growth and expansion of our Company’s business, capital expenditures for
factory equipment, and general working capital purposes. As of the Latest
Practicable Date, approximately 91.82% of the net proceeds from the Pre-IPO
Investments had been utilized.

Strategic benefits to our
Company brought by
the Pre-IPO Investors �

At the time of the Pre-IPO Investments, our Directors were of the view that our
Group could benefit from the additional funds provided by the Pre-IPO
Investors’ investments in our Group, insights for industry, advice on business
expansion and strategic direction, upstream and downstream resources that the
Pre-IPO Investors bring to our Company, and the knowledge, production
capacity and experience of the Pre-IPO Investors. Their investments also
demonstrated their confidence in our Group’s operations and served as an
endorsement of our Group’s performance, strengths and prospects.

Notes:

(1) Based on the consideration cost per Share as stipulated in the agreements of the Pre-IPO Investments.

(2) Calculated based on (i) an adjusted consideration cost per Share whereby the consideration cost per Share as
stipulated in the agreements of the Pre-IPO Investments is adjusted, where appropriate, to remove the effect
of the capital reduction which took place on June 30, 2023 and (ii) the assumption that the Offer Price is
HK$32.26 per H Share (being the mid-point of the indicative Offer Price range of HK$30.86 to HK$33.66).
For details of the capital reduction, see “— Corporate Development — (11) Capital Reduction and Conversion
into a Joint Stock Limited Company.”
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Rights of the Pre-IPO Investors

Pursuant to the existing shareholders’ agreement and capital increase agreements, the
Pre-IPO Investors (save for the Series E Pre-IPO Investors) had been granted certain special
rights, including, among others, right of first refusal and co-sale, anti-dilution rights,
divestment rights, drag-along rights, liquidation preferences, dividend right, and information
rights. All special rights (including the divestment rights) granted to the Pre-IPO Investors are
immediately terminated upon the first submission of our Company’s listing application with the
Stock Exchange, and will only be exercisable if our Company fails to obtain approval for the
listing application and withdraws such listing application with the Shareholders’ approval.

Pursuant to the respective capital increase agreements and supplemental agreements
entered into between our Company and each of the Series E Pre-IPO Investors, the Series E
Pre-IPO Investors had been granted certain special rights, including among others, divestment
rights. All special rights (including the divestment rights) granted to the Series E Pre-IPO
Investors cease to be exercisable before the first submission of our Company’s listing
application with the Stock Exchange, and will only be exercisable if the listing application is
rejected or withdrawn.

Joint Sponsors’ Confirmation

Having considered the terms of the Pre-IPO Investment, including the timing of
termination of various special rights granted to all Pre-IPO Investors, the Joint Sponsors have
confirmed that the investment by the Pre-IPO Investors is in compliance with Chapter 4.2 of
the Guide for New Listing Applicants issued by the Stock Exchange.

Information about Our Major Pre-IPO Investors

Set out below is a description of our major Pre-IPO Investors, which primarily consist of
private equity funds and strategic investment corporations, and together with the Controlling
Shareholders Group, hold more than 80% of our total issued share capital of the date of this
prospectus. To the best of our Company’s knowledge, save as otherwise disclosed in this
subsection, all the Pre-IPO Investors are Independent Third Parties.

CMB Investors (being CMB Growth, CMB No. 1 and CMB Langyao)

CMB Growth and CMB No. 1 are limited partnerships established under the laws of the
PRC. The general partner of each of CMB Growth and CMB No. 1 is CMB Shenzhen, a limited
liability company established under the laws of the PRC and ultimately controlled by CM
Bank. CMB Growth is held by CMB Shenzhen as general partner and CMB Finance Holding
(Shenzhen) Co., Ltd.(�Ý�Õ�–�D
›�p (�	�­ )�Þ�"�®�! ) (“CMB Finance Holding”) as limited
partner as to 0.05% and 99.95%, respectively. CMB No. 1 is held by CMB Shenzhen as its
general partner and CMB Finance Holding as limited partner as to 0.33% and 99.67%,
respectively. CMB Finance Holding is a limited liability company established under the laws
of the PRC and is ultimately controlled by CM Bank.
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CMB Langyao is a limited partnership established under the laws of the PRC. Its general
partner is CMB Shenzhen. Its limited partners include Shenzhen CMB No. 4 Equity Investment
Partnership (Limited Partnership)(�	�­�9�Ý�Õ�Í�î�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« )) (“CMB No.
4”), holding 41.92% interest therein, the National Council for Social Security Fund (�Œ
7�_�6
�­�æ
?�–�#�+�6 ) (“NCSSF”), holding 40.00% interest therein, CMB Finance Holding, holding
16.33% interest therein, and another limited partner, holding less than one-third of interest
therein. CMB No. 4 is a limited partnership established under the laws of the PRC with CMB
Shenzhen as its general partner and CMB Finance Holding as its limited partner, holding 0.33%
and 99.67% interest therein, respectively. NCSSF is ultimately managed by Ministry of
Finance (	Ì�A�Å ) of the PRC. To the best knowledge, information and belief of our Directors,
save that the CMB No. 4 and CMB Finance Holding are ultimately controlled by CM Bank, all
other limited partners of CMB Langyao are independent from each other.

Each of the general partners of CMB Growth, CMB No. 1 and CMB Langyao is CMB
Shenzhen, which is ultimately controlled by CM Bank. As at the date of this prospectus. the
CMB Investors together hold approximately 15.80% of our total issued share capital.
Immediately following the completion of the Global Offering, assuming that the Offer Size
Adjustment Option and the Over-allotment Option are not exercised, the CMB Investors will
be interested in a total of approximately 14.99% of our issued share capital and will therefore
be considered a group of connected persons with respect to our Company.

Wujiang Industrial Investment

Wujiang Industrial Investment is a limited liability company established under the laws
of the PRC and is a wholly-owned subsidiary of Suzhou Wujiang Dongfang State-owned
Capital Investment and Management Co., Ltd. (�=�È�9�N�ê���Ù
7�Þ���I�³���¾���Þ�"�®�! ),
which is wholly-owned by the State-owned Assets Supervision and Administration Office of
Wujiang District Government of Suzhou (�=�È�9�N�ê
��[�O�A�´
7�Þ���*�9�–�M�#�l�®�� ).
As at the date of this prospectus, Wujiang Industrial Investment holds approximately 6.92% of
our total issued share capital.

SK China

SK China is a limited liability company incorporated in Hong Kong. It is mainly engaged
in advanced materials, energy, life sciences and biopharmaceuticals related business, and
digital business. SK China is ultimately controlled by SK Inc., a company incorporated in
Korea and listed on the Korea Exchange (stock code: 034730.KS). As of the date of this
prospectus, SK China holds approximately 5.81% of our total issued share capital.
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Hua Capital Investors (being Tongchuang Zhuoyue, Huaye Tiancheng, Huaye Qirong and
Gongchuang Future)

Tongchuang Zhuoyue is a limited partnership established under the laws of the PRC. Its
general partner is Shenzhen Huaye Tiancheng Investment Partnership Enterprise (Limited
Partnership) (�	�­
6�8�Â�Ó�³���¥�«�†�8 (�Þ�"�¥�« )) (“Shenzhen Huaye”) holding 2.17%
interest therein. Its limited partners include Ningbo Meishan Bonded Port Tengyun Yuansheng
Equity Investment Partnership Enterprise (Limited Partnership) (�¹�*
à�†�­�ü�¥
��\
®�U�Å
�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« )) (“Ningbo Tengyun Yuansheng”) holding 44.07% interest
therein, Mr. Huang Tao (
»�ù ) holding 17.63% interest therein, Mr. Sun Yelin (�‘�8�
 ) holding
9.70% interest therein, and one other limited partner which holds less than one-third of the
interest therein. Shenzhen Huaye is a limited partnership established under the laws of the
PRC. Its general partner is Shenzhen Huaye Tiancheng Investment Co., Ltd. (�	�­
6�8�Â�Ó�³
���Þ�"�®�! ) (“Huaye Investment”), which holds 1.00% interest therein and is ultimately
controlled by Mr. Sun Yelin (�‘�8�
 ). Its limited partners include Mr. Sun Yelin (�‘�8�
 ) and
Mr. Yang Huajun (�@
6�Q), holding 59.00% and 40.00% of the interests therein, respectively.
Mr. Huang Tao (
»�ù ), Mr. Sun Yelin (�‘�8�
 ) and Mr. Yang Huajun (�@
6�Q) are Independent
Third Parties. Ningbo Tengyun Yuansheng is a limited partnership established under the laws
of the PRC. Its general partner is Century Tengyun Investment Management Co., Ltd. (�ð�Ï�\

®�³���M�#�Þ�"�®�! ), which holds 1.00% interest therein and is wholly owned by Tibet
Tengyun Investment Management Co., Ltd. (�����\
®�³���M�#�Þ�"�®�! ) (“Tibet Tengyun”),
a company ultimately controlled by Mr. Huang Tao (
»�ù ). The limited partner of Ningbo
Tengyun Yuansheng is Tibet Tengyun, holding 99.00% of the interests therein. To the best
knowledge, information and belief of our Directors, save that Tibet Tengyun and Ningbo
Tengyun Yuansheng are ultimately controlled by Mr. Huang Tao (
»�ù ) and Shenzhen Huaye
is ultimately controlled by Mr. Sun Yelin (�‘�8�
 ), the other limited partners of Tongchuang
Zhuoyue are independent from each other.

Huaye Tiancheng is a limited partnership established under the laws of the PRC. Its
general partner is Shenzhen Huaye holding 1.21% interest therein. It has 19 limited partners,
none of which holds one-third or more of the interest therein. To the best knowledge,
information and belief of our Directors, all the limited partners of Huaye Tiancheng are
independent from each other.

Huaye Qirong is a limited partnership established under the laws of the PRC. Its general
partner is Zhuhai Hengqin Huaye Tiancheng Investment Partnership Enterprise (Limited
Partnership) (	.	��Ñ�Þ
6�8�Â�Ó�³���¥�«�†�8 (�Þ�"�¥�« )) (“Zhuhai Hengqin”). It is held by
Zhuhai Hengqin as to 1.00% as general partner, CICC Qirong (Xiamen) Equity Investment
Fund Partnership Enterprise (Limited Partnership) (�•�–
¼�D (���˜ )�p�Æ�³��
?�–�¥�«�†�8 (�Þ
�"�¥�« )) (“CICC Qirong”) as to approximately 85.97%, and one other limited partner which
holds less than one-third of the interest therein. Zhuhai Hengqin is a limited partnership
established under the laws of the PRC. Its general partner is Huaye Investment holding 1.00%
interest therein. Its limited partners include Mr. Sun Yelin (�‘�8�
 ) and Mr. Yang Huajun (�@

6�Q ), holding 59.00% and 40.00% of the interests therein, respectively. CICC Qirong is a
limited partnership established under the laws of the PRC. It is held by CICC Capital Operation

HISTORY, DEVELOPMENT AND CORPORATE STRUCTURE

– 188 –



Co., Ltd. (�•�–���I�6���Þ�"�®�! ) as its general partner, which holds 0.04% interest therein
and is ultimately controlled by China International Capital Corporation Limited (�•
7
7�ç�–
�D�p�…�Þ�"�®�! ), a company listed on the Hong Kong Stock Exchange (stock code: 03908) and
Shanghai Stock Exchange (stock code: 601318). Its other limited partner is Yatou Yinxin
(Xiamen) Investment Management Co., Ltd. (�-�³�Õ�� (���˜ )�³���M�#�Þ�"�®�! ) (“Yatou
Yinxin”), holding 99.96% of the interests therein. Yatou Yinxin is held by two Independent
Third Parties, each holding 50.00% of the interests therein. To the best knowledge, information
and belief of our Directors, all the limited partners of Huaye Qirong are independent from each
other.

Gongchuang Future is a limited partnership established under the laws of the PRC. Its
general partner is Zhuhai Hengqin holding 0.16% interest therein. Its other limited partners
include Ningbo Tengyun Yuansheng holding 68.67% interests therein, and Tibet Tengyun
holding 31.17% interests therein. To the best knowledge, information and belief of our
Directors, save that Ningbo Tengyun Yuansheng and Tibet Tengyun are both ultimately
controlled by Mr. Huang Tao (
»�ù ), the other limited partners of Gongchuang Future are
independent from each other.

Each of the general partners of Tongchuang Zhuoyue, Huaye Tiancheng, Huaye Qirong
and Gongchuang Future is ultimately managed by Huaye Investment. The Hua Capital
Investors are therefore considered as a group of shareholders. As at the date of this prospectus,
the Hua Capital Investors together hold approximately 5.52% of our total issued share capital.

Taixin Investors (being Wenzhou Taiyang, Taixin Phase 4, Taixin Phase 5 and Taixin
Phase 7)

Wenzhou Taiyang is a limited partnership established under the laws of the PRC. Its
general partners are Shenzhen Taixin Private Equity Investment Fund Management Co., Ltd
(�	�­#9�¦�÷
Í�p�Æ�³��
?�–�M�#�Þ�"�®�! ) (“Shenzhen Taixin”) holding 0.02% interest
therein and Wenzhou Huatai Equity Investment Partnership Enterprise (Limited Partnership)
(�]�È
6#9�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« )) (“Wenzhou Huatai”) holding 0.40% interest therein.
It has 24 limited partners, none of which holds one-third or more of the interest therein. To the
best knowledge, information and belief of our Directors, all the limited partners of Wenzhou
Taiyang (except Mr. Gao Yihui (	÷�‡�> ), Mr. Chen Xu (�Ó�Û), and Mr. Hou Xuliang (�¨�Û�¥ )
who are also the limited partners of Shenzhen Taixin) are independent from each other.
Shenzhen Taixin is limited liability company established under the laws of the PRC and is
ultimately controlled by Mr. Gao Yihui (	÷�‡�> ), an Independent Third Party. Wenzhou Huatai
is a limited partnership established under the laws of the PRC. Its general partner is Shenzhen
Shangyi Management Consulting Co., Ltd. (�	�­� �‡�M�#�T���Þ�"�®�! ), which holds 3.00%
interest therein and is wholly owned by Mr. Gao Yihui (	÷�‡�> ). Its limited partners include
Mr. Gao Yihui (	÷�‡�> ), holding 86.68% of the interests therein, and two other limited
partners, Mr. Chen Xu (�Ó�Û) and Mr. Hou Xuliang (�¨�Û�¥ ), none of which holds one-third
or more of the interest therein.
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Each of Taixin Phase 4, Taixin Phase 5 and Taixin Phase 7 is a limited partnership
established under the laws of the PRC with Pingyang Taijin Equity Investment Partnership
Enterprise (Limited Partnership) (�;
¢#9�–�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« )) (“Pingyang
Taijin”) as its general partner. Pingyang Taijin holds approximately 6.49%, 0.31% and 0.22%
interest in Taixin Phase 4, Taixin Phase 5 and Taixin Phase 7, respectively. Each of Taixin
Phase 4, Taixin Phase 5 and Taixin Phase 7 has 19, 19 and 34 limited partners, respectively.
None of such limited partners holds one-third or more of the interest therein. Pingyang Taijin
is a limited partnership established under the laws of the PRC. Its general partner is Ms. Liao
Xianmei (�Ë�‹�Õ ), an Independent Third Party, holding 1.00% interest therein. Its limited
partners include Mr. Gao Yihui (	÷�‡�> ) holding 68.86% of the interests therein, and three
other limited partners, none of which holds one-third or more of the interest therein. To the best
knowledge, information and belief of our Directors, except Mr. Gao Yihui (	÷�‡�> ), Mr. Chen
Xu (�Ó�Û), and Mr. Hou Xuliang (�¨�Û�¥ ) who are also limited partners of Shenzhen Taixin as
aforementioned, all limited partners of each of Taixin Phase 4, Taixin Phase 5 and Taixin Phase
7 are independent from each other.

Each of the general partners of Wenzhou Taiyang, Taixin Phase 4, Taixin Phase 5 and
Taixin Phase 7 is ultimately managed or controlled by Mr. Gao Yihui (	÷�‡�> ). The Taixin
Investors are therefore considered as a group of shareholders. As at the date of this prospectus,
the Taixin Investors together hold approximately 4.36% of our total issued share capital.

Wuhan Optics Valley Core

Wuhan Optics Valley Core is a limited partnership established under the laws of the PRC.
Its general partner is Wuhan Hi-tech Industry Investment Private Fund Management Co., Ltd.
(����	÷�Å�*�8�³���÷
Í
?�–�M�#�Þ�"�®�! ), which holds 0.0166% interest therein and is
ultimately controlled by Wuhan Donghu New Technology Development Zone Management
Committee (�������³�-�¦�”
š�ï
��M�#�‰�p�6 ) (the “Wuhan Donghu Management
Committee”). Its limited partner is a limited partnership established under the laws of the
PRC, the general partner and limited partner of which are both ultimately controlled by the
Wuhan Donghu Management Committee. As at the date of this prospectus, Wuhan Optics
Valley Core holds approximately 2.56% of our total issued share capital.

Zhuhai Gangwan

Zhuhai Gangwan is a limited liability company established under the laws of the PRC. It
is ultimately wholly owned by the Zhuhai (National) Gaoxin Industrial Development Zone
Management Committee Development Reform and Finance Bureau (	.	� (
7�• )	÷�-�¦�”�*�8

š�ï
��M�#�‰�p�6�ï�•�·�'�q	Ì�A�–�D�… ). As at the date of this prospectus, Zhuhai Gangwan
holds approximately 2.13% of our total issued share capital.
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Zhongtian Fortune Investors (being Jiake Investment, Ningke Investment, Tianhui
Qianxing and Tianhui Hongxin)

Jiake Investment is a limited partnership established under the laws of the PRC. Its
general partner is Shenzhen Zhongtian Fortune Fund Management Co., Ltd. (�	�­�•�Â
Ò�,
?
�–�M�#�Þ�"�®�! ) (“Zhongtian Fortune”) holding 2.72% interest therein. Its limited partners
include Guangzhou Xinglong Investment Development Co., Ltd (�?�È�3
¤�³���ï�•�Þ�"�®�! )
(“Guangzhou Xinglong”) holding 52.60% interest therein, Zibo Huifu Yingjia Equity
Investment Partnership Enterprise (Limited Partnership) (�
�ù
Ò�,�®�—�p�Æ�³���¥�«�†�8 (�Þ
�"�¥�« )) (“Huifu Yingjia”) holding 29.20% interest therein, and seven individuals, none of
which holds one-third or more of the interest therein. Zhongtian Fortune is a limited liability
company established under the laws of the PRC and is held by two Independent Third Parties
and Shenzhen Zhongtian Huifu Investment Partnership (Limited partnership) (�	�­�•�Â
Ò�,�³
���¥�«�†�8 (�Þ�"�¥�« )) (“Zhongtian Partnership”) as to 40.00%, 40.00% and 20.00%,
respectively. Zhongtian Partnership is held by an Independent Third Party as the general
partner and two other Independent Third Parties as limited partners, as to 75.00%, 15.00% and
10.00%, respectively. Zhongtian Fortune is also the general partner of Ningke Investment,
Tianhui Qianxing and Tianhui Hongxin. Guangzhou Xinglong is a limited company established
under the laws of the PRC and is ultimately controlled by an Independent Third Party. Huifu
Yingjia is a limited partnership established under the laws of the PRC. Its general partner is
Zhongtian Fortune holding 0.0185% interest therein. Its limited partners include Shenzhen
Ruiye Specialty New Phase I Investment Partnership (Limited Partnership) (�	�­�9�•�8
Y�Z
	$�-�S�‚�³���¥�«�†�8 (�Þ�"�¥�« )) (“Shenzhen Ruiye”) and an Independent Third Party,
holding 92.6795% and 7.3019% of the interests therein, respectively. Shenzhen Ruiye is a
limited partnership established under the laws of the PRC with Shenzhen Ruiye Shujin Asset
Management Co., Ltd. (�	�­�9�•�8�p�–���*�M�#�Þ�"�®�! ) (“Ruiye Shujin”), which is
ultimately controlled by an Independent Third Party, as its general partner holding 0.1996%
interest therein. Its limited partner is a limited partnership established under the laws of the
PRC with Ruiye Shujin as its general partner holding 0.0739% interest therein and 35 other
limited partners, none of which holds one-third or more of the interest therein. To the best
knowledge, information and belief of our Directors, all the limited partners of Jiake Investment
are independent from each other.

Ningke Investment is a limited partnership established under the laws of the PRC. Its
general partner is Zhongtian Fortune holding approximately 0.28% interest therein. It is held
by Zhongtian Fortune as general partner and 35 limited partners, none of which holds one-third
or more of the interest therein. To the best knowledge, information and belief of our Directors,
all the limited partners of Ningke Investment are independent from each other.

Tianhui Qianxing is a limited partnership established under the laws of the PRC. Its
general partner is Zhongtian Fortune holding approximately 4.71% interest therein. It is held
by Zhongtian Fortune as general partner and 25 limited partners, none of which holds one-third
or more of the interest therein. To the best knowledge, information and belief of our Directors,
all the limited partners of Tianhui Qianxing are independent from each other.
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Nanjing Yida

Nanjing Yida is a limited partnership established under the laws of the PRC. Its general
partner is Nanjing Yida Equity Investment Management Enterprise (Limited Partnership) (�Ì
�/�‡�:�p�Æ�³���M�#�†�8 (�Þ�"�¥�« )) (“Yida Equity”), holding approximately 0.05% interest
therein. Its limited partners include Shandong Yida Venture Capital Fund Partnership
Enterprise (Limited Partnership) (�†���‡�:�ô�8�³��
?�–�¥�«�†�8 (�Þ�"�¥�« )) (“Shandong
Yida”) holding approximately 45.43% interest therein and four other limited partners, none of
which holds one-third or more of the interest therein. Yida Equity is a limited partnership
established under the laws of the PRC. Its general partner is a company wholly owned by
Jiangsu Yida Equity Investment Fund Management Co., Ltd. (�ê�=�‡�:�p�Æ�³��
?�–�M�#�Þ�"
�®�! ) (“Jiangsu Yida”), holding 99.00% of the interests therein. It has one other limited
partner, namely Jiangsu Yida, holding 1.00% of the interests therein. Jiangsu Yida is ultimately
controlled by Independent Third Parties. Shandong Yida is a limited partnership established
under the laws of the PRC. Its general partner is Yida Equity holding 1.00% interest therein.
It has seven limited partners, none of which holds one-third or more of the interest therein. All
such five limited partners of Nanjing Yida are ultimately managed by an Independent Third
Party. As at the date of this prospectus, Nanjing Yida holds approximately 1.02% of our total
issued share capital.

Instant Technology

Instant Technology is a limited liability company established under the laws of the British
Virgin Islands. It is principally engaged in equity investments and ultimately controlled by an
Independent Third Party. As at the date of this prospectus, Instant Technology holds
approximately 1.01% of our total issued share capital.

PUBLIC FLOAT

Immediately upon completion of the Global Offering (assuming that the Offer Size
Adjustment Option and the Over-allotment Option are not exercised), our Company will have
389,559,466 Domestic Unlisted Shares and 489,592,787 H Shares, among which:

(i) the 389,559,466 Domestic Unlisted Shares (representing approximately 44.31% of
our total issued Shares upon Listing) will not be considered as part of the public
float as such Domestic Unlisted Shares will not be converted into H Shares; and

(ii) among the 489,592,787 H Shares,

(a) 216,278,395 H Shares to be converted from Domestic Unlisted Shares pursuant
to the Full Circulation Application of our Company and listed on the Stock
Exchange (representing approximately 24.60% of our total issued Shares upon
Listing assuming that the Offer Size Adjustment Option and the Over-allotment
Option are not exercised) will not be counted towards the public float for the
purpose of Rule 8.08 of the Listing Rules after the Listing as such Shares are
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being held by Dr. Luo, Inno Holding, Inno HK, Innocore, Inno Youpeng,
Xinsheng Dapeng, Mr. Son, the CMB Investors, and Guomin Kaide, which are
core connected persons of our Company;

(b) 227,950,392 H Shares to be converted from Domestic Unlisted Shares pursuant
to the Full Circulation Application of our Company and listed on the Stock
Exchange (representing approximately 25.93% of our total issued Shares upon
Listing assuming that the Offer Size Adjustment Option and the Over-allotment
Option are not exercised), will be counted towards the public float for the
purpose of Rule 8.08 of the Listing Rules after the Listing as these Shares are
not held by persons who are core connected persons of our Company upon
Listing nor are they accustomed to take instructions from our Company’s core
connected persons 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 our Company’s core connected persons; and

(c) 45,364,000 H Shares to be issued under the Global Offering (representing
approximately 5.16% of our total issued Shares upon Listing) will be counted
towards the public float for the purpose of Rule 8.08 of the Listing Rules after
the Listing, assuming that (i) the Offer Size Adjustment Option and the
Over-allotment Option are not exercised and (ii) none of the following persons
will take part in the Global Offering: our Company’s core connected persons,
any persons who are accustomed to take instructions from our Company’s core
connected persons in relation to the acquisition, disposal, voting or other
disposition of their Shares, and any person whose acquisition of Shares were
financed directly or indirectly by our Company’s core connected persons.

Details of the Conversion of Domestic Unlisted Shares into H Shares are set out below:

Number of Shares upon Listing
(Assuming that the Full

Circulation Application of our
Company is completed)

Shareholders

Number of
Domestic
Unlisted

Shares as of
the date of this

prospectus

Domestic
Unlisted
Shares

H Shares
converted from

Domestic
Unlisted
Shares

Inno Holding(1) � � � � � � � � � � � � � � � � � � � 86,002,931 43,001,465 43,001,466
Dr. Luo(1) � � � � � � � � � � � � � � � � � � � � � � � 49,209,305 24,604,652 24,604,653
Mr. Son(1) � � � � � � � � � � � � � � � � � � � � � � � 45,637,736 22,818,868 22,818,868
Inno Youpeng(1) � � � � � � � � � � � � � � � � � � � 34,920,280 17,460,140 17,460,140
Innocore(1) � � � � � � � � � � � � � � � � � � � � � � � 32,941,114 16,470,557 16,470,557
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Number of Shares upon Listing
(Assuming that the Full

Circulation Application of our
Company is completed)

Shareholders

Number of
Domestic
Unlisted

Shares as of
the date of this

prospectus

Domestic
Unlisted
Shares

H Shares
converted from

Domestic
Unlisted
Shares

Inno HK(1)� � � � � � � � � � � � � � � � � � � � � � � 28,060,504 14,030,252 14,030,252
Xinsheng Dapeng(1) � � � � � � � � � � � � � � � � 10,677,142 5,338,571 5,338,571
CMB Growth(2) � � � � � � � � � � � � � � � � � � � 97,804,824 48,902,412 48,902,412
CMB Langyao(2) � � � � � � � � � � � � � � � � � � 26,265,029 13,132,515 13,132,514
CMB No. 1(2) � � � � � � � � � � � � � � � � � � � � 7,691,497 3,845,749 3,845,748
Wujiang Industrial Investment � � � � � � � � 57,725,587 44,749,893 12,975,694
SK China� � � � � � � � � � � � � � � � � � � � � � � � 48,479,039 0 48,479,039
Tongchuang Zhuoyue(3) � � � � � � � � � � � � � 16,312,301 14,681,071 1,631,230
Gongchuang Future(3) � � � � � � � � � � � � � � 14,838,340 13,354,506 1,483,834
Huaye Qirong(3)� � � � � � � � � � � � � � � � � � � 7,419,170 0 7,419,170
Huaye Tiancheng(3) � � � � � � � � � � � � � � � � 7,414,682 5,931,746 1,482,936
Taixin Phase 5(4) � � � � � � � � � � � � � � � � � � 11,839,717 5,919,858 5,919,859
Wenzhou Taiyang(4) � � � � � � � � � � � � � � � � 11,122,023 5,561,011 5,561,012
Taixin Phase 7(4) � � � � � � � � � � � � � � � � � � 9,704,686 4,852,343 4,852,343
Taixin Phase 4(4) � � � � � � � � � � � � � � � � � � 3,687,781 1,843,890 1,843,891
Wuhan Optics Valley Core� � � � � � � � � � � 21,333,333 17,066,667 4,266,666
Zhuhai Gangwan � � � � � � � � � � � � � � � � � � 17,795,237 0 17,795,237
Ningke Investment(5) � � � � � � � � � � � � � � � 7,562,976 3,781,488 3,781,488
Jiake Investment(5) � � � � � � � � � � � � � � � � 6,920,370 3,460,185 3,460,185
Tianhui Qianxing(5) � � � � � � � � � � � � � � � � 1,482,936 741,468 741,468
Tianhui Hongxin(5) � � � � � � � � � � � � � � � � 1,335,450 667,725 667,725
Hong Huacan� � � � � � � � � � � � � � � � � � � � � 14,838,340 0 14,838,340
Shanghai Guoping � � � � � � � � � � � � � � � � � 14,557,030 7,278,515 7,278,515
Guomin Kaide � � � � � � � � � � � � � � � � � � � � 13,346,428 6,673,214 6,673,214
Shenzhen Huashengchuang � � � � � � � � � � 12,616,092 12,616,092 0
Qijing Investment � � � � � � � � � � � � � � � � � 8,902,106 0 8,902,106
Nanjing Yida � � � � � � � � � � � � � � � � � � � � � 8,540,124 0 8,540,124
Instant Technology � � � � � � � � � � � � � � � � 8,404,809 0 8,404,809
On Ride� � � � � � � � � � � � � � � � � � � � � � � � � 7,926,166 0 7,926,166
King Winne Electronic � � � � � � � � � � � � � 7,926,166 3,963,083 3,963,083
Xietong Shifu � � � � � � � � � � � � � � � � � � � � 7,763,749 3,881,874 3,881,875
Jiacheng Xinhe � � � � � � � � � � � � � � � � � � � 6,929,146 3,464,573 3,464,573
Yu Hao � � � � � � � � � � � � � � � � � � � � � � � � � 6,793,280 6,793,280 0
Shenshang VC � � � � � � � � � � � � � � � � � � � � 5,931,746 2,965,873 2,965,873
Qingdao Hangyue � � � � � � � � � � � � � � � � � 5,822,812 0 5,822,812
Zhuhai Gongying � � � � � � � � � � � � � � � � � 5,673,784 2,836,892 2,836,892

HISTORY, DEVELOPMENT AND CORPORATE STRUCTURE

– 196 –



Number of Shares upon Listing
(Assuming that the Full

Circulation Application of our
Company is completed)

Shareholders

Number of
Domestic
Unlisted

Shares as of
the date of this

prospectus

Domestic
Unlisted
Shares

H Shares
converted from

Domestic
Unlisted
Shares

Saifu Gaopeng � � � � � � � � � � � � � � � � � � � � 4,270,062 2,989,043 1,281,019
Zheng Xu � � � � � � � � � � � � � � � � � � � � � � � 3,963,083 0 3,963,083
Jinhu Investment � � � � � � � � � � � � � � � � � � 3,954,497 0 3,954,497
Dongke Semiconductor � � � � � � � � � � � � � 3,881,875 1,940,937 1,940,938
Lingyue Sairui � � � � � � � � � � � � � � � � � � � � 3,881,875 0 3,881,875
Hunan Xingxiang� � � � � � � � � � � � � � � � � � 3,109,382 0 3,109,382
Haifu Changjiang � � � � � � � � � � � � � � � � � 3,105,500 0 3,105,500
Jiacheng Peihe � � � � � � � � � � � � � � � � � � � � 1,977,249 593,175 1,384,074
Haitong Innovation � � � � � � � � � � � � � � � � 1,940,937 970,468 970,469
Hangzhou Guangyao � � � � � � � � � � � � � � � 1,777,778 266,667 1,511,111
China-Belgium Fund � � � � � � � � � � � � � � � 1,552,750 0 1,552,750
Shenzhen Gongying � � � � � � � � � � � � � � � 217,497 108,748 108,749

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � 833,788,253 389,559,466 444,228,787

Notes:

(1) As of the date of this prospectus, Dr. Luo is directly interested in approximately 5.90% of the total
issued share capital of our Company and indirectly interested in approximately 23.10% of our total
issued share capital, including (i) through being the controller of Inno Holding, (ii) being the ultimate
general partner of Innocore, (iii) through being the controller of Inno HK, (iv) through being the
ultimate general partner of Inno Youpeng, and (v) through being the general partner of Xinsheng
Dapeng. Mr. Son agreed, among others, to have acted and will continue to act pursuant to Dr. Luo’s
direction for all actions in relation to the voting rights attached to the shares of our Company and Inno
Holding, in which he was or has been interested directly or indirectly pursuant to a written voting rights
arrangement entered into between Dr. Luo and Mr. Son on October 15, 2021. Further, pursuant to the
voting rights proxy agreement (the “Voting Rights Proxy Agreement”) entered into between Dr. Luo
and Mr. Son on November 24, 2024, Mr. Son confirmed that he has appointed and will appoint Dr. Luo
as his true and lawful proxy to vote all shares of our Company and Inno Holding that Mr. Son has been
and will be interested at any and all meetings of shareholders of our Company and Inno Holding (as the
case may be), and on any and all actions taken by written consent of shareholders of our Company and
Inno Holding (as the case may be). Prior to the Voting Rights Proxy Agreement, Mr. Son has acted
pursuant to Dr. Luo’s direction for all actions in relation to the voting rights attached to the shares of
our Company and Inno Holding, in which he was or has been interested directly or indirectly. As such,
Dr. Luo is also deemed to be interested in 5.47% of the total issued share capital of our Company, which
is held by Mr. Son. As a result, Dr. Luo, Inno Holding, Innocore, Inno HK, Inno Youpeng and Xinsheng
Dapeng are a group of controlling shareholders of the Company, which are interested in approximately
34.48% of the total issued share capital of our Company as of the date of this prospectus. See “— The
Controlling Shareholders Group” and “Relationship with the Controlling Shareholders Group.”
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(2) Each of the general partners of CMB Growth, CMB No. 1 and CMB Langyao is CMB Shenzhen, which
is ultimately controlled by CM Bank. The CMB Investors are therefore considered as a group of
shareholders. As at the date of this prospectus, the CMB Investors together hold approximately 15.80%
of our total issued share capital. Immediately following the completion of the Global Offering, assuming
that the Offer Size Adjustment Option and the Over-allotment Option are not exercised, the CMB
Investors will be interested in a total of approximately 14.99% of our issued share capital and will
therefore be considered a group of connected persons with respect to our Company.

(3) Each of the general partners of Tongchuang Zhuoyue, Huaye Tiancheng, Huaye Qirong and Gongchuang
Future is ultimately managed by Huaye Investment. The Hua Capital Investors are therefore considered
as a group of shareholders and are interested in a total of approximately 5.52% of our total issued share
capital as the date of this prospectus.

(4) Each of the general partners of Wenzhou Taiyang, Taixin Phase 4, Taixin Phase 5 and Taixin Phase 7
is ultimately managed or controlled by Mr. Gao Yihui (	÷�‡�> ). The Taixin Investors are therefore
considered as a group of shareholders and are interested in a total of approximately 4.36% of our total
issued share capital as the date of this prospectus.

(5) Each of the general partners of Jiake Investment, Ningke Investment, Tianhui Qianxing and Tianhui
Hongxin is Zhongtian Fortune. The Zhongtian Fortune Investors are therefore considered as a group of
shareholders and are interested in a total of approximately 2.08% of our total issued share capital as the
date of this prospectus.

In light of the above, the public float of our Company will be 31.09% upon Listing
assuming that (i) the Offer Size Adjustment Option and the Over-allotment Option are not
exercised and (ii) none of the following persons will take part in the Global Offering: our
Company’s core connected persons, any persons who are accustomed to take instructions from
our Company’s core connected persons in relation to their acquisition, disposal, voting or other
disposition of their shares, and any person whose acquisition of Shares were financed directly
or indirectly by our Company’s core connected persons.

CAPITALIZATION OF OUR COMPANY

The table below is a summary of the capitalization of our Company as of the date of this
prospectus and the Listing Date (assuming the Offer Size Adjustment Option and the
Over-allotment Option are not exercised):

Shareholders

Total number
of Shares
as of the

prospectus
date

Number of
Domestic

Unlisted Shares
immediately

after completion
of the Global

Offering

Number of
H Shares

immediately
after

completion of
the Global
Offering

Total number
of Shares

immediately
after

completion of
the Global
Offering

Ownership
Percentage
as of the

prospectus
date

Ownership
percentage

immediately
after

completion of
the Global
Offering

(%) (%)

Inno Holding(1) � � � � � 86,002,931 43,001,465 43,001,466 86,002,931 10.31 9.78
Dr. Luo(1) � � � � � � � � 49,209,305 24,604,652 24,604,653 49,209,305 5.9 5.60
Mr. Son(1) � � � � � � � � 45,637,736 22,818,868 22,818,868 45,637,736 5.47 5.19
Inno Youpeng(1) � � � � � 34,920,280 17,460,140 17,460,140 34,920,280 4.19 3.97
Innocore(1) � � � � � � � 32,941,114 16,470,557 16,470,557 32,941,114 3.95 3.75
Inno HK(1) � � � � � � � 28,060,504 14,030,252 14,030,252 28,060,504 3.37 3.19
Xinsheng Dapeng(1) � � � 10,677,142 5,338,571 5,338,571 10,677,142 1.28 1.21
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Shareholders

Total number
of Shares
as of the

prospectus
date

Number of
Domestic

Unlisted Shares
immediately

after completion
of the Global

Offering

Number of
H Shares

immediately
after

completion of
the Global
Offering

Total number
of Shares

immediately
after

completion of
the Global
Offering

Ownership
Percentage
as of the

prospectus
date

Ownership
percentage

immediately
after

completion of
the Global
Offering

(%) (%)

CMB Growth(2) � � � � � 97,804,824 48,902,412 48,902,412 97,804,824 11.73 11.12
CMB Langyao(2) � � � � � 26,265,029 13,132,515 13,132,514 26,265,029 3.15 2.99
CMB No. 1(2) � � � � � � 7,691,497 3,845,749 3,845,748 7,691,497 0.92 0.87
Wujiang Industrial

Investment � � � � � � � 57,725,587 44,749,893 12,975,694*(6) 57,725,587 6.92 6.57
SK China � � � � � � � � 48,479,039 0 48,479,039* 48,479,039 5.81 5.51
Tongchuang Zhuoyue(3) � 16,312,301 14,681,071 1,631,230* 16,312,301 1.96 1.86
Gongchuang Future(3) � � 14,838,340 13,354,506 1,483,834* 14,838,340 1.78 1.69
Huaye Qirong(3) � � � � � 7,419,170 0 7,419,170* 7,419,170 0.89 0.84
Huaye Tiancheng(3) � � � 7,414,682 5,931,746 1,482,936* 7,414,682 0.89 0.84
Taixin Phase 5(4) � � � � � 11,839,717 5,919,858 5,919,859* 11,839,717 1.42 1.35
Wenzhou Taiyang(4) � � � 11,122,023 5,561,011 5,561,012* 11,122,023 1.33 1.27
Taixin Phase 7(4) � � � � � 9,704,686 4,852,343 4,852,343* 9,704,686 1.16 1.10
Taixin Phase 4(4) � � � � � 3,687,781 1,843,890 1,843,891* 3,687,781 0.44 0.42
Wuhan Optics Valley

Core � � � � � � � � � 21,333,333 17,066,667 4,266,666* 21,333,333 2.56 2.43
Zhuhai Gangwan � � � � � 17,795,237 0 17,795,237* 17,795,237 2.13 2.02
Ningke Investment(5) � � � 7,562,976 3,781,488 3,781,488* 7,562,976 0.91 0.86
Jiake Investment(5) � � � � 6,920,370 3,460,185 3,460,185* 6,920,370 0.83 0.79
Tianhui Qianxing(5) � � � 1,482,936 741,468 741,468* 1,482,936 0.18 0.17
Tianhui Hongxin(5) � � � � 1,335,450 667,725 667,725* 1,335,450 0.16 0.15
Hong Huacan � � � � � � 14,838,340 0 14,838,340* 14,838,340 1.78 1.69
Shanghai Guoping � � � � 14,557,030 7,278,515 7,278,515* 14,557,030 1.75 1.66
Guomin Kaide � � � � � � 13,346,428 6,673,214 6,673,214 13,346,428 1.6 1.52
Shenzhen

Huashengchuang � � � � 12,616,092 12,616,092 0* 12,616,092 1.51 1.44
Qijing Investment � � � � 8,902,106 0 8,902,106* 8,902,106 1.07 1.01
Nanjing Yida � � � � � � � 8,540,124 0 8,540,124* 8,540,124 1.02 0.97
Instant Technology � � � � 8,404,809 0 8,404,809* 8,404,809 1.01 0.96
On Ride � � � � � � � � � 7,926,166 0 7,926,166* 7,926,166 0.95 0.90
King Winne Electronic � � 7,926,166 3,963,083 3,963,083* 7,926,166 0.95 0.90
Xietong Shifu � � � � � � 7,763,749 3,881,874 3,881,875* 7,763,749 0.93 0.88
Jiacheng Xinhe � � � � � � 6,929,146 3,464,573 3,464,573* 6,929,146 0.83 0.79
Yu Hao� � � � � � � � � � 6,793,280 6,793,280 0* 6,793,280 0.81 0.77
Shenshang VC � � � � � � 5,931,746 2,965,873 2,965,873* 5,931,746 0.71 0.67
Qingdao Hangyue � � � � 5,822,812 0 5,822,812* 5,822,812 0.7 0.66
Zhuhai Gongying � � � � 5,673,784 2,836,892 2,836,892* 5,673,784 0.68 0.65
Saifu Gaopeng � � � � � � 4,270,062 2,989,043 1,281,019* 4,270,062 0.51 0.49
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Shareholders

Total number
of Shares
as of the

prospectus
date

Number of
Domestic

Unlisted Shares
immediately

after completion
of the Global

Offering

Number of
H Shares

immediately
after

completion of
the Global
Offering

Total number
of Shares

immediately
after

completion of
the Global
Offering

Ownership
Percentage
as of the

prospectus
date

Ownership
percentage

immediately
after

completion of
the Global
Offering

(%) (%)

Zheng Xu � � � � � � � � 3,963,083 0 3,963,083* 3,963,083 0.48 0.45
Jinhu Investment � � � � � 3,954,497 0 3,954,497* 3,954,497 0.47 0.45
Dongke Semiconductor� � 3,881,875 1,940,937 1,940,938* 3,881,875 0.47 0.44
Lingyue Sairui � � � � � � 3,881,875 0 3,881,875* 3,881,875 0.47 0.44
Hunan Xingxiang � � � � 3,109,382 0 3,109,382* 3,109,382 0.37 0.35
Haifu Changjiang � � � � 3,105,500 0 3,105,500* 3,105,500 0.37 0.35
Jiacheng Peihe � � � � � 1,977,249 593,175 1,384,074* 1,977,249 0.24 0.22
Haitong Innovation � � � � 1,940,937 970,468 970,469* 1,940,937 0.23 0.22
Hangzhou Guangyao � � � 1,777,778 266,667 1,511,111* 1,777,778 0.21 0.20
China-Belgium Fund � � � 1,552,750 0 1,552,750* 1,552,750 0.19 0.18
Shenzhen Gongying � � � 217,497 108,748 108,749* 217,497 0.03 0.02
Investors taking part in

the Global Offering � � 0 0 45,364,000* 45,364,000 0.00 5.16

Total � � � � � � � � � � � 833,788,253 389,559,466 489,592,787 879,152,253 100.00 100.00

Notes:

(1)-(5) Please refer to the respective notes in the section headed “— Capitalization of our Company” below.

(6) The Company’s cornerstone investors, namely Jiangsu State-Owned Enterprise Mixed Ownership
Reform Fund (Limited Partnership) (�ê�=
7�Þ�†�8
ÿ�¥�Ô�Þ�S�·�'
?�– (�Þ�"�¥�« )), Jiangsu Suzhou
High-end Equipment Industry Special Mother Fund (Limited Partnership) (�ê�=�=�È	÷�L���ê�*�8
Y
°
�N
?�– (�Þ�"�¥�« )) and Suzhou Dongfang Chuanglian Investment Management Co., Ltd. (�=�È���Ù�ô�L
�³���M�#�Þ�"�®�! ) (the “Jiangsu Cornerstone Investors”) are close associates of Wujiang Industrial
Investment. As such, Wujiang Industrial Investment and the Jiangsu Cornerstone Investors are regarded
as a group of shareholders when considering the public float for the purpose of Rule 8.08 of the Listing
Rules after the Listing.

(7) Assuming that the Offer Size Adjustment Option and the Over-allotment option are not exercised.

* Shares that count towards the public float. As indicated in the chart above, a total of 273,314,392 Shares
will be counted as public float, representing 31.09% of the total number of Shares immediately after
completion of the Global Offering (assuming that the Offer Size Adjustment Option and the
Over-allotment Option are not exercised).

PRC REGULATORY REQUIREMENTS

Our PRC Legal Advisor has confirmed that we have legally and properly completed,
settled, and obtained the requisite legal approvals and completed requisite governmental
registrations with relevant governmental authorities in the PRC with respect to all the aforesaid
capital increases and equity transfers.
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OVERVIEW

Who We Are

We are driving innovation in the global power semiconductor industry, dedicated to
advancing the GaN power semiconductor industry and fostering its ecosystem. We are the first
in the world to achieve mass production of 8-inch GaN-on-Si wafers and the only company that
offers a full voltage spectrum of GaN-on-Si semiconductor products on industrial scale. We
ranked first among all GaN power semiconductor companies globally in 2023 in terms of
revenue, according to Frost & Sullivan. The emergence of renewable energy and compute
intensive applications has been transforming the world. This trend leads to a surging demand
for more efficient and economical power semiconductors products. GaN, a wide bandgap
semiconductor material featuring high-frequency and low on-resistance, has become the
centerpiece in the ongoing revolution of the power semiconductor industry. Underpinned by
our continual innovation and strong technological expertise, we design, develop and
manufacture various types of GaN products, including discrete chips, integrated circuits
(“ICs”), wafers and modules. We empower customers across a broad range of sectors, including
consumer electronics, renewable energy and industrial applications, automotive electronics and
data centers.

Our IDM model enables in-house control of the entire process from design,
manufacturing to testing. With an integrated operational framework, the IDM model facilitates
coordination and synergy while ensuring the quality of our power semiconductor products. It
provides stable production capacities, enables innovation through design and process iterations
and supports cost-effective scaling. By controlling the entire operation process, the IDM model
allows us to quickly identify and tackle the pain points associated with the product applications
ahead of our competitors, thus reinforcing our first-mover advantage. As of June 30, 2024, we
house the world’s largest GaN power semiconductor production base, with a production
capacity of 12,500 wafers per month. Such capacity enables us to capture growing market
opportunities with stable supplies, thus nurturing customer confidence. Our advanced mass
production technologies also led to an 80% increase in die per wafer and a 30% reduction in
single chip cost compared to 6-inch GaN-on-Si wafers, showcasing our cost advantages as well
as leadership in the ongoing innovation and commercialization of GaN products.

Our position at the forefront of the GaN semiconductor industry is solidified by our
continuous efforts in innovation and technological advancement. Through long-term dedication
to R&D, we lead the market in 8-inch GaN-on-Si technologies. As of the Latest Practicable
Date, we had 406 patents and 387 patent applications in the world, covering critical areas such
as chip design, device structuring, wafer manufacturing, packaging and reliability testing. We
pioneered the effort in expanding the application of GaN products by working closely with
reputable customers in diverse sectors, introducing innovative products, tackling pain points
and delivering unique value. Leveraging our comprehensive expertise in GaN technologies, we
design, develop and manufacture high-performance and reliable GaN discrete chips for various
applications across low-, medium- and high-voltage ranges in different packaging options, and
our product R&D covers 15V to 1,200V.
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Benefiting from our technological leadership and commercialization capabilities, our
GaN products have gained wide market recognition, contributing to the development of an
ecosystem centered on GaN products. According to Frost & Sullivan, with a revenue of
RMB592.7 million in 2023, we ranked first among all GaN power semiconductor companies
globally, holding a market share of 33.7%. As of June 30, 2024, our cumulative shipment
exceeded 850 million in terms of equivalent GaN discrete chips. Our GaN products gained
recognition from customers across various application areas, resulting in a strong revenue
growth during the Track Record Period. Our revenue increased by 99.7% from RMB68.2
million in 2021 to RMB136.2 million in 2022, by 335.2% to RMB592.7 million in 2023. Our
revenue increased by 25.2% from RMB308.1 million in the six months ended June 30, 2023
to RMB385.8 million in the six months ended June 30, 2024. We had a loss for the year of
RMB3,399.3 million, RMB2,205.5 million and RMB1,101.9 million in 2021, 2022, 2023, and
we had loss for the period of RMB579.7 million and RMB488.0 million in the six months
ended June 30, 2023 and 2024, respectively. Our adjusted net loss (non-HKFRS measure),
which was adjusted by adding back (i) changes in the carrying amount of liabilities recognized
for financial instruments issued to investors, (ii) equity-settled share-based payment expenses,
and (iii) listing expenses, amounted to RMB1,080.8 million, RMB1,276.9 million,
RMB1,015.6 million, RMB549.0 million and RMB377.8 million in 2021, 2022, 2023 and the
six months ended June 30, 2023 and 2024, respectively.

Market Opportunities

The fourth industrial revolution requires more efficient and economic electric power
supply devices, especially with the rapid growth of renewable energy and compute intensive
applications. Traditional silicon semiconductor products are less desirable in these applications
due to their inherent constraints. On the contrary, as one of the latest generation of
semiconductor materials, GaN semiconductor products are broadly applied across different
sectors in recent years and are expected to lead a new wave of global energy revolution.

GaN power semiconductors have gone through multiple development stages including the
early development period, the development period, the commercialization period and the boom
period, which started from 2023. Driven by downstream market developments in EVs and data
centers, photovoltaic power stations and power grids, among others, the GaN power
semiconductor industry increased rapidly from RMB139.4 million in 2019 to RMB1.8 billion
in 2023, with a CAGR of 88.5%. According to Frost & Sullivan, in 2023, the penetration rate
of global GaN power semiconductors was 0.5% in the power semiconductor market and
accounted for 1.4% of the global power semiconductor discrete chip market. As technologies
continue to mature and the potential of the downstream applications broaden, 2023 is poised
to be the inaugural year of an industry-wide surge in demand for GaN power semiconductors.
The market is anticipated to enter a period of rapid growth. By 2028, the size of the global GaN
power semiconductor market is expected to reach RMB50.1 billion, increasing its share to
10.1% of the global power semiconductor market and accounting for 24.9% of the global power
semiconductor discrete chip market.
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OUR STRENGTHS

Driving innovation in the global power semiconductor industry

The emergence of renewable energy and compute intensive applications has been
transforming the world, leading to a surging demand for more efficient and economical power
semiconductor products, according to Frost & Sullivan. GaN, a wide bandgap semiconductor
material featuring high-frequency and low on-resistance, has become the centerpiece in the
ongoing revolution in the power semiconductor industry.

Our leading position in driving the innovation of the global GaN power semiconductor
market is evident in the following achievements:

• Pioneering industry innovation. We are driving innovation in the global power
semiconductor industry, dedicated to advancing the GaN power semiconductor
industry and fostering its ecosystem. Our forward-thinking strategies and
breakthroughs in core technologies and key processes underpinned our success in
becoming the first in the world to achieve mass production of 8-inch GaN-on-Si
wafers. We are the only company in the world to have the mass-production
capabilities for a full voltage spectrum of GaN-on-Si semiconductor products. Our
full-voltage product portfolio allows us to cater to a wide range of industrial
applications, from low-voltage consumer electronics to high-voltage renewable
energy and industrial applications, automotive electronics and data centers. We are
able to offer customized solutions with versatility and enhance the performance,
efficiency and reliability of end-use applications, thus securing our competitive edge
in the industry. We pioneered the effort in expanding the application of GaN
products by working closely with reputable customers in diverse sectors including
consumer electronics, automobiles and renewable energy, introducing innovative
products and delivering unique value. We facilitate industry collaboration and the
formulation of industry standards, promoting an orderly market and healthy
competition.

• Mass-production capability and largest capacity. We are the first in the world to
achieve mass production of 8-inch GaN-on-Si wafers, increasing die per wafer by
80% and reducing single chip cost by 30% compared with 6-inch GaN-on-Si wafers,
demonstrating our cost advantages while facilitating the ongoing innovation and
commercialization of the GaN products. We house the world’s largest GaN power
semiconductor production base, with a production capacity of 12,500 wafers per
month as of June 30, 2024. Such capacity enables us to capture growing market
opportunities with stable supplies, thus nurturing customer confidence.

• Shipment volume, market share and growth rate. We are the leader in GaN power
semiconductor products, with a revenue of RMB592.7 million from the GaN power
semiconductor sector in 2023, representing a market share of 33.7%. Our revenue
grew rapidly from RMB68.2 million in 2021 to RMB136.2 million in 2022, and
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further to RMB592.7 million in 2023, representing a CAGR of 194.8%. Our revenue
increased from RMB308.1 million in the six months ended June 30, 2023 to
RMB385.8 million in the six months ended June 30, 2024. We ranked first globally
among GaN power semiconductor companies in 2023 in terms of equivalent GaN
discrete chip shipment, with a market share of 42.4%, according to Frost & Sullivan.
As of June 30, 2024, our cumulative shipment exceeded 850 million in terms of
equivalent GaN discrete chips.

• Leading ecosystem development. Our long-term focus is to expand the application
of GaN products and build a robust and rich industry ecosystem through innovation
and extensive industry collaborations. We pioneer industry innovations through both
in-house and collaborative R&D efforts on a wide spectrum of related technologies
including GaN drivers, control chips as well as packaging and testing. With such
efforts on building an industry ecosystem, we aspire to lay a solid foundation for the
industry’s future growth. Furthermore, as an early mover in the industry, we tapped
into the supply chain of lighthouse customers, who are industry leaders open to
adopting our products, and maintained solid and long-term relationships, leveraging
which we also rapidly expanded our customer network. Through stable and lasting
collaboration with customers, we acquired significant know-how in their respective
application scenarios. We continually iterate our products to focus not only on
design, structure and functionality, but also on producibility, reliability, performance
and product lifecycle planning, with a view to facilitating customer success in their
respective end markets, helping them achieve design-wins.

IDM Model Tailored to Industry Needs with High Barriers

While advanced process technologies significantly enhance digital chip performance, the
functionality of analog chips — especially power semiconductor chips — largely hinges on the
intrinsic properties of the semiconductor materials employed. Different materials have distinct
bandgap, carrier mobility, electrical and thermal conductivity and other properties, resulting in
varied performance and applications. As a result, the IDM model, which enables in-house
control of the entire process from design, manufacturing to testing, has been the mainstream
operational framework in the broader power semiconductor industry. According to Frost &
Sullivan, the global top five power semiconductor companies all adopted the IDM model. In
the rapidly evolving GaN power semiconductor industry, this model continues to prove to be
the most effective.

By encompassing design, manufacturing, packaging and testing within a single
operational framework, the IDM model offers coordination and synergy, thus ensuring the
quality of power semiconductor products. It provides stable production capacities, enables
innovation through design and process iterations and supports cost-effective scaling. The IDM
model also allows us to understand and in turn tackle the pain points faced by our customers
before our competitors, as we control the entire process from design to testing, thus reinforcing
our first-mover advantage. This approach has become the preferred model for the industry and
is poised to dominate in the near future, according to Frost & Sullivan.
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Our operational strategies are centered on a highly integrated IDM model, forming
significant competitive edges that distinguish us from our peers:

• Stable delivery. Our 8-inch GaN wafer production base, the only one of its kind in
the world in terms of its mass production capabilities, combined with in-house
control over design and manufacturing processes, enable us to meet bulk delivery
demands and ensure our customers’ supply chain stability.

• Design and process coordination. Under the IDM model, our R&D and
manufacturing efforts are seamlessly coordinated throughout the entire product
development and delivery process. Leveraging this full-process control, we are able
to standardize our major products to make them compatible with vast customer
needs, and rapidly scale up production. Besides the standardized needs, the IDM
model also enables us to rapidly respond to specialized customer needs, develop and
customize design and put viable projects into production, thereby shortening the
product delivery cycle, ensuring product performance and quality and unleashing
the full potential of our R&D and technological strengths. We adopt a unique and
efficient Integrated Product Development (“IPD”) system to enhance end-to-end
operational efficiency, ensuring that the optimal design of our products can be
realized by reliable and economical manufacturing processes and deliver cutting-
edge performance.

• Operational cost advantage. Our relentless enhancement of GaN technologies
positioned our GaN products to significantly outperform traditional silicon-based
solutions in terms of frequency, power density and thermal management, among
others. Furthermore, compared to the fabless model, the IDM model allows us to
have the in-house control of the entire process from design, manufacturing to
testing, enabling refined process management and efficient scaling. IDM model
enables us to manage costs more effectively than fabless companies, which are
subject to foundry processing fees, thereby allowing us to adopt more competitive
pricing. As we complete the initial investment in the plants, building and equipment,
we are poised to efficiently ramp up production, drive down the average production
costs and harness economies of scale.

• First mover advantage. Solidified by the IDM model, our first-mover advantage is
expected to sustain over the long term. New entrants aiming to manufacture 8-inch
GaN power semiconductors could take up to nine years to reach full-scale
production, while transitioning from 6- inch to 8-inch production also requires years
of development and significant investment to achieve a product yield rate above
90%, according to Frost & Sullivan. We are therefore well positioned to benefit from
our technology leadership. Furthermore, due to the lengthy and costly validation
processes of GaN power semiconductor chips, once such process for a supplier is
complete, customers, once adopted GaN products are typically unwilling to switch
chip suppliers. As an early mover, we therefore benefit from stable, long-term
customer relationships.
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Established Technology Leadership

Our position at the forefront of the GaN semiconductor industry is solidified by our
technological leadership. Through long-term dedication to R&D, we lead the market in 8-inch
GaN-on-Si technologies. During the Track Record Period, our R&D expenses in aggregate
amounted to RMB1,737.0 million. As of the Latest Practicable Date, we had 406 patents and
387 patent applications in the world, covering critical areas such as chip design, device
structuring, wafer manufacturing, packaging and reliability testing. Our key technology
strengths include the following:

• Proven 8-inch mass production technologies. Our advancements in 8-inch
GaN-on-Si wafer technologies place us significantly ahead of the competition.
8-inch wafer technology marks a major leap forward in the industry. Transitioning
from 6-inch to 8-inch wafers is not merely an upgrade; it requires the development
of new processes and techniques for mass production, where we hold a clear
first-mover advantage. The process flow we engineered is fully compatible with
GaN and encompasses a suite of techniques, including epitaxy, planarization and
etching processes. These production processes seamlessly integrate with our 8-inch
GaN-on-Si wafer manufacturing equipment. In addition, according to Frost &
Sullivan, the power semiconductor industry has long standardized on 8-inch silicon
wafers, with mainstream manufacturing equipment and processes tailored and
optimized for this size. We pioneered the development of GaN process technologies,
where we successfully re-purposed the manufacturing equipment, making them fully
compatible with the GaN material. This significant breakthrough enables our 8-inch
GaN-on-Si wafer technologies to integrate seamlessly with the existing silicon-
based equipment, leading to substantial efficiency over 6-inch GaN wafers.
Furthermore, our equipment for 8-inch GaN wafer products has the most advanced
technical capabilities, thus positioning us well for a swift transition to the
production of wafers in different sizes when the time comes. Leveraging our robust
8-inch GaN-on-Si wafer production technologies, we breached the production
bottleneck of 12,500 wafers per month as of June 30, 2024, reaching industrial-scale
commercialization with a yield rate exceeding 95%.

• Full voltage spectrum product portfolio. We are the only company in the world to
have achieved the technological breakthrough across the entire voltage spectrum of
GaN products. This capability demonstrates our comprehensive expertise in GaN
technologies, whereby we successfully iterated our high-voltage products to a
world-leading level in terms of die per wafer. We design, develop and manufacture
high-performance and reliable GaN discrete chips for various applications across
low-, medium- and high-voltage ranges in different packaging options. High-voltage
and low-voltage GaN products necessitate distinct technologies, each demanding
significant investments and specialized knowledge. We possess the unique ability to
adjust our GaN offerings to meet dynamic and diverse demands, benefiting from the
versatility of our technologies encompassing both high-voltage and low-voltage
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GaN products. This breadth of capability also allows us to enhance cost-
effectiveness and operational efficiency by dynamically allocating production
facilities and resources across different voltage ranges, all under uniform
management.

• Unique GaN packaging technologies. Packaging provides mechanical support and
protection for GaN power chips from physical and environmental damage while also
facilitating heat dissipation. Advanced packaging techniques, materials and
processes are crucial to unlocking the full potential of GaN, enhancing the
performance of power semiconductor products. Our achievements in GaN packaging
technology underscore our comprehensive leadership in the field. By optimizing
packaging, we ensure GaN products achieve high performance, leveraging their
high-frequency and high-power density characteristics. As a pioneer in the
commercialization of GaN products, we continually innovate packaging forms,
introduce specialized materials and processes and set the paradigm for packaging
technologies across various application areas. In terms of packaging forms, we were
the first in the world to develop packaging solutions such as TO252 tailored to the
characteristics of GaN devices, thereby expanding the market for GaN applications.
The TO252 package, often used in high-power applications, offers excellent heat
dissipation and reliability, making it ideal for power supplies and automotive
electronics. In China, we also led the development of advanced packaging forms,
including wafer-level chip-scale packaging (“WLCSP”), for GaN products. WLCSP
is a miniaturized packaging technique where the package is nearly the same size as
the chip, allowing for superior electrical performance and space efficiency,
especially in compact electronics like smartphones. Compared to silicon chips using
traditional packaging, GaN chips with advanced packaging exhibit 30 times lower
thermal resistance and five times lower parasitic inductance, leading to better
performance and efficiency. To meet the needs of power system intensification, we
developed the world’s smallest package size, products of which have been verified
and mass-produced. With respect to packaging materials, we innovatively
introduced high thermal conductivity chip bonding materials, improving thermal
conductivity by 20% over silicon packaging materials. In terms of packaging
processes, we introduced the laser slotting process that enhances product reliability
by addressing the cracking issues in the GaN epitaxial layer, furthering enhancing
the durability and performance of our products.

• Robust reliability. The high reliability of our GaN products is the foundation of our
technological excellence, which ensures that our GaN products perform their
intended functions without failure over their specified lifetimes. We invested
significantly in the establishment of comprehensive methodologies and processes,
and we are equipped with sophisticated facilities and equipment for reliability
testing. We consistently conduct reliability testing according to stringent standards
to ensure that our products meet the requirements of industrial applications and
high-end consumer products. We conduct reliability testing from three key aspects,
namely, the primary performance, lifespan and electrostatic discharge resistance of
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the chips to verify if the design meets the expected standards; the performance of the
chips under extreme conditions such as high temperature and high pressure to ensure
the packaging design and manufacturing are up to standard; and the performance
parameters of the chips during actual use. We also conduct extended reliability
testing that exceeds industry standard requirements. For instance, we exceed the
industry benchmark of 1,000 hours for high-temperature reverse bias testing, which
evaluates long-term stability under high voltage and temperature, extending it to
3,000 hours without any product failures. Underpinned by our optimal design and
reliability, our cumulative shipment exceeded 850 million as of June 30, 2024 in
terms of equivalent GaN discrete chips, which in turn fueled the growing demand for
our products from customers across different application areas.

Our established technology leadership in the GaN semiconductor industry is not just a
testament to our past achievements but a foundation for future innovation. Our commitment to
continual investment in R&D positions us to formulate industry standards and create value to
our customers and partners.

Industrial-Scale Commercialization

Our journey from technological innovation to market leadership is underpinned by our
commercialization capabilities, as is evident in various aspects of our operations. We have built
significant strengths on the supply side. Our mass production capabilities, combined with
advanced manufacturing processes, have translated into significant first-mover advantages as
the first in the world to commercialize 8-inch GaN-on-Si wafers on an industrial scale.

• World-leading GaN discrete chip shipment. We ranked first globally among GaN
power semiconductor companies in 2023 in terms of equivalent GaN discrete chip
shipment, with a market share of 42.4%. As of June 30, 2024 our cumulative
shipment exceeded 850 million in terms of equivalent GaN discrete chips.

• Exceptional yield rates. Our wafer yield rate surpasses 95%, which showcases our
advanced process control and manufacturing excellence.

• Cost efficiency. The full solution cost of our GaN products now undercuts that of
traditional silicon-based solutions in applications such as consumer electronics,
renewable energy and industrial applications, automotive electronics and data
centers, offering competitive pricing to customers and bolstering our market
position. For example, in consumer electronics, GaN solutions can achieve
approximately a 70% reduction in the size and weight of USB-PD chargers at the
same cost, or increase the charging power by around 50%, thereby enabling faster
charging. In the renewable energy sector, GaN solutions can improve energy
utilization efficiency by around 30% and decrease the size of solar power stations
by around 30%, with a 20% lower overall system cost for solar applications.
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We have a broad and deeply integrated customer and partner ecosystem.

• Collaboration along the value chain. Our broad and deeply integrated customer
and partner ecosystem spans the entire industry value chain, from equipment
manufacturers to packaging and testing firms, fostering an expansive GaN industry
ecosystem. This collaborative effort catalyzes innovation and integration along the
entire GaN value chain.

• Broad and deep customer partnerships. We collaborate with a broad base of
reputable domestic and international customers across various applications. Our
customers comprise leading providers of semiconductor manufacturing services,
high-tech companies specializing in renewable energy technology as well as Tier-1
suppliers of automotive OEMs. We have achieved breakthroughs in multiple
subfields of GaN applications, positioning us as one of the leading Chinese GaN
semiconductor chip company with supply collaborations with major companies
worldwide, according to Frost & Sullivan. Our profound collaboration with leading
industry customers culminated in the development of tailored innovative solutions.
For example, during the collaboration with a strategic customer who is a leading
battery manufacturer and technology company, we became keenly aware of its
pressing needs to improve the energy-efficiency of its high-performance lithium-ion
battery forming and grading equipment. This equipment is used in battery activating
and testing, one of the most energy-intensive stages of the lithium-ion battery
production process. We developed the all-GaN power supply modules which have a
compact and cable-free design. Our products helped the customer boost their
production efficiency by cutting production line construction expenses, improving
factory space utilization and reducing operational costs. In addition, our GaN
solutions halved energy loss during the battery formation stage, resulting in
substantial economic benefits for the customer.

Our proven commercialization capabilities showcase our ability to not only innovate, but
also effectively bring these innovations to market, securing our leadership position in the GaN
semiconductor industry.

Winning Team with Track Record of Value Creation

Our leadership team, including our founder and chairperson of the Board, Dr. Weiwei
Luo, and CEO, Dr. Jingang Wu, has extensive experience in the field of advanced materials and
semiconductor technology. Underpinned by her profound expertise in advanced materials, Dr.
Luo’s commercial acumen, industry insight and capability to integrate international
technological resources were pivotal in steering the founding team to focus strategically on
GaN products. Under her guidance, our Company has pioneered GaN power semiconductor
products since its inception, leveraging an IDM model crucial to our success. In addition, Dr.
Luo holds the position of executive deputy director at the Power Supply Technology
Committee of the China Advanced Semiconductor Industry Innovation Alliance. She was listed
among China’s 100 Power Businesswomen by Forbes China in 2024. Dr. Wu brings substantial
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expertise in technology development and management within the semiconductor industry. Prior
to joining us, he served as the R&D vice president at a leading semiconductor foundry, where
he demonstrated exceptional leadership and a dedication to technological innovation.

Our leadership is supported by a robust R&D team of 304 dedicated employees as of June
30, 2024, many of whom are semiconductor industry veterans with profound expertise in
technology and material innovation. The team’s continuous innovation contributed to an
extensive portfolio of 406 patents and 387 patent applications in the world as of the Latest
Practicable Date, covering critical areas such as chip design, device structuring, wafer
manufacturing, packaging and reliability testing. The team’s expertise not only underpins our
technological advancements, but also underscores our commitment to driving industry
innovation.

OUR STRATEGIES

Enhancing Global GaN Ecosystem Development and Market Penetration

As a pivotal technology in optimizing energy efficiency in the global era of high
computing power, GaN holds the key to optimizing energy use efficiency. With the world’s
largest GaN power semiconductor production capacity, shipments and revenue in 2023, we are
committed to facilitating GaN’s global proliferation and fostering a robust GaN ecosystem. We
plan to utilize our advantage in the global GaN power semiconductor market to elevate GaN’s
market penetration, thereby positioning GaN as the fundamental building block of the new
infrastructure in the era of high computing power. This endeavor is expected to deliver
substantial benefits to society by supporting the increasing computing power demand,
promoting efficient energy utilization and propelling technological innovation and economic
growth.

Furthermore, we intend to continue our efforts in reducing the overall solution cost of
GaN compared to silicon. The average price of our GaN overall solutions has significantly
decreased during the Track Record Period, greatly facilitating the commercialization of GaN.
Leveraging our production capacity and cutting-edge 8-inch design and process technologies,
we aim to further reduce costs within the GaN industry. This initiative is expected to broaden
the application of GaN semiconductor materials and enhance their penetration in the power
semiconductor market.

In collaboration with our partners, we aim to build a win-win GaN ecosystem. Through
partnerships within the GaN ecosystem, we plan to promote the adaptation of GaN power
semiconductor technology and products among providers of equipment, drivers and
controllers, raw materials and packaging and testing services. Together, we aim to expand the
GaN market and foster a collaborative environment for growth and innovation.
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Expanding GaN Product Portfolio and Customer Base

Through continual investment in R&D, we plan to enrich our product portfolio with GaN
wafers, discrete chips, ICs and modules. By introducing more innovative and high-value
products, we expect to meet the rapidly growing and diverse needs of downstream applications.
We intend to strengthen our industry position by continually launching innovative products for
novel applications, including automotive electronics, data centers, consumer electronics and
renewable energy and industrial applications, attracting new customers across a broader
spectrum of industries. In the automotive electronics sector, we will focus on developing (i)
high-voltage and medium-voltage chips for onboard chargers (“OBCs”) and DC-DC power
modules, (ii) medium-voltage GaN chips for LiDAR and (iii) low-voltage chips for onboard PD
chargers. In the data center sector, we will develop (i) server power supply chips (converting
AC-DC high-voltage to medium-voltage DC), upgrading performance and expanding sales
with global leading customers, (ii) peripheral power supply modules for GPU motherboards
(converting 48V to 12V) and (iii) power supply chips for GPU processors (converting 12V to
1V). In the consumer electronics sector, we plan to expand our OVP low-voltage chip
applications from mobile phones to laptops and other electronics, rapidly scaling up sales. We
will also develop and mass-produce medium-voltage products for emerging applications such
as audio amplifiers, beauty devices and electronic cigarettes. In the renewable energy sector,
we will leverage GaN materials’ bidirectional conduction advantages to upgrade existing
products and develop high-voltage and medium-voltage chips for photovoltaic micro-inverters,
optimizers and energy storage converters, as well as medium-voltage chips for battery
management. In the industrial applications sector, we will upgrade GaN power modules for
battery formation and capacity grading, enhancing efficiency and performance to meet
customer demands and expand applications. We will also develop high-voltage and medium-
voltage chips for industrial motor drives, targeting industrial automation and robotics
applications.

We place great emphasis on developing and maintaining long-term relationships with
major customers, which are rooted in our established technology leadership and proven
commercialization capabilities. As an early mover in the industry, we tapped into the supply
chain of lighthouse customers who subsequently became our major customers. These solid and
long-term relationships not only create value for the customers but also facilitate the rapid
expansion of our customer network. We plan to deepen collaboration with existing customers
by exploring new areas of cooperation with our new and enhanced offerings. We are dedicated
to fostering regular engagement with our customers through visits, webinars and industry
events. This approach ensures that our customers are well-informed about our latest
innovations and industry insights, while also allowing us to gain a deeper understanding of
their evolving needs and challenges particularly those of Tier-1 suppliers of automotive OEMs.
Specifically, we recognize the critical role Tier-1 suppliers play in the automotive supply chain
and aim to collaborate more closely with them by offering tailored solutions that address their
unique requirements. By leveraging our IDM model, we can co-develop and refine products
that meet the high standards of precision, reliability and scalability required in the automotive
industry. Our goal is to align with the stringent demands of automotive production, such as
enhanced power efficiency, enabling Tier-1 suppliers to remain competitive and meet evolving
regulatory requirements. This partnership-driven approach will strengthen our long-term
relationships and solidify our position within the automotive supply ecosystem. A loyal and
growing customer base will help us increase our shipments, thereby growing our revenue and
improving gross margins, consolidating our market leadership.
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Early engagement in the product introduction phase allows us to closely collaborate with
customers, identifying their requirements, market trends and challenges early on. This
approach aims to shorten our product introduction cycles, facilitating the transition from
design in to design-win, ultimately leading to an increase in orders and shipments and
enhanced user stickiness.

• Automotive electronics. According to Frost & Sullivan, the global sales volume of
EVs is expected to increase from 18.6 million units in 2024 to 50.5 million units in
2028, representing a CAGR of 28.4%. EVs is expected to be a growing application
and demand driver for GaN power semiconductors. We plan to continue developing
high- and low-voltage automotive-grade products for use in EVs’ OBCs, DC-DC
converters, BMS and charging piles.

• Data centers. The increasing demand for computing power across industries is
driving the development of energy-intensive data centers, where GaN power
semiconductors have become a key technology for optimizing energy efficiency.
According to Frost & Sullivan, the global computing power capacity is expected to
grow from 2,466.6 EFlops in 2024 to 18,282.3 EFlops in 2028, representing a CAGR
of 65.0%. The global market of GaN power semiconductors for data centers is
expected to increase from RMB136.2 million in 2024 to RMB1,462.0 million in
2028, with a CAGR of 81.0%. We expect to continue our cooperation with server
power supply providers, mass-producing highly reliable products. Additionally, we
plan to develop GaN discrete chips for use in powering GPUs within data centers,
further enhancing power density, reducing size and cutting energy consumption.

• Consumer electronics. According to Frost & Sullivan, the global sales of consumer
electronics are expected to maintain steady growth from 2,897.2 million units in
2024 to 3,887.5 million units in 2028, representing a CAGR of 7.6%. In particular,
eyeing the trend in the consumer electronics sector towards higher power and
miniaturization. we plan to continue to develop and mass-produce high-power
density, high-frequency, low-consumption GaN chip products, and expand our GaN
product applications in a broader range of consumer electronics and household
appliances.

• Renewable energy and industrial applications. With the “carbon peak” and
“carbon neutrality” trends, the demand for energy storage and photovoltaic products
is expected to grow significantly. According to Frost & Sullivan, the global energy
storage battery annual installed capacity is expected to increase from 306.2 GWh in
2024 to 1,302.5 GWh in 2028, representing a CAGR of 43.6%, and the installed
capacity of the global photovoltaic industry is expected to increase from 1,992.7
GW in 2024 to 5,164.8 GW in 2028, representing a CAGR of 26.9%. We plan to
continue developing high-voltage products for these areas, maximizing the
performance of GaN discrete chips to enhance the efficiency of photovoltaic systems
and reduce the energy consumption of storage systems.
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Further Expanding Production Capacity

Eyeing the pivotal moment facing the global GaN power semiconductor industry, we plan
to prudently and efficiently expand our production capacity to maintain our leadership. Our
revenue from GaN wafers increased from RMB39.4 million in 2021 to RMB208.7 million in
2023 over a CAGR of 130.1% and increased by 51.6% from RMB91.7 million in the six
months ended June 30, 2023 to RMB138.9 million in the six months ended June 30, 2024.
Low-voltage GaN wafers provide higher efficiency due to lower on-resistance and faster
switching speeds, which can lead to reduced energy consumption and operational costs, making
them attractive to industries focused on sustainability. We are of the view that companies
adopting low-voltage GaN technology early can gain a competitive advantage by offering more
efficient and compact solutions compared to traditional technology. While the low-voltage
wafers will be able to help us cover more voltage spectrum and enrich our product portfolio,
it is expected to help us open up new markets. Meanwhile, the launch can stimulate further
R&D efforts, leading to innovative applications and products, thereby creating additional
revenue streams. We are preparing ourselves to meet the surging market demand for GaN
products, increase our revenue, unleash economies of scale and improve our operational
efficiency and profit margins. Robust production capacity is crucial for efficiently fulfilling
customer orders, which forms a core part of our competitive strength.

With the support of robust production capacity, we also plan to continue selling
standardized wafer products to other GaN power semiconductor companies besides offering
discrete chips, ICs and modules. This will allow us to further expand market presence,
accelerate the refinement of manufacturing processes and optimize our capacity utilization
efficiency.

Continual R&D Strengthening Technological Barriers

To solidify our position in the GaN power semiconductor industry, we plan to further
unleash the advantages of our IDM model. This involves persistent investment in rapidly
evolving technologies and processes, ensuring we maintain our technology and scale advantage
in 8-inch GaN-on-Si wafer production. We expect to continually optimize every aspect of the
IDM model, enhancing and accumulating know-how in GaN-on-Si manufacturing. This will
not only refine production processes and improve yield rates, but also align with our capacity
strategy, fortifying our competitive edge with optimal efficiency.

We intend to continually iterate our products, reducing chip size to increase the die per
wafer, elevating our product performance and technological barriers.

Specifically, we plan to:

• expand high-voltage product lines. We expect to expand our product offerings in
650-1,200V high-voltage products and tap into high-power EVs, high-voltage
motors and drives, power transmission and distribution and other high-voltage
applications. We also plan to develop bidirectional structure high-voltage discrete
chips, which can reduce the cost of the power control system, thereby improving our
pricing capability and product competitiveness.
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• develop high-frequency products. For mid- and low-voltage GaN power
semiconductors, we aim to develop high-frequency products. High-frequency
products enable miniaturization of peripheral components such as inductors,
aligning with the trend towards lighter consumer electronics and home appliances.

• advance integrated solutions. Building on the intrinsic properties of GaN,
integrated GaN solutions that combine GaN HEMTs with drivers and other
functional components may deliver better performance than discrete GaN HEMT
products in certain applications and may also improve the overall solution’s cost
efficiency. We plan to continue developing driver and control chips that are more
compatible with the high-frequency characteristic of GaN, delivering these to
customers in the form of integrated solutions.

• invest in next-generation technology research. We are also committed to investing
in the R&D of next-generation GaN design and process technologies, continually
enhancing the performance and efficiency of our GaN products to maintain our
technological leadership.

Relentless Implementation of Global Strategy

We believe that in the wake of the global era of high computing power, GaN, as a
fundamental building block of the new infrastructure, will have unprecedented opportunities.
We are therefore committed to expanding the global sales network of our GaN products. Our
global expansion plans include establishing sales centers overseas, focusing on expanding
relationships with internationally renowned leading customers, and enhancing our global brand
awareness.

We also intend to set up integrated R&D and production centers overseas to attract top
talent in the power semiconductor field, thereby strengthening our R&D capabilities. This
move will allow us to be closer to leading international customers, respond swiftly to their
needs, facilitate faster product introduction and enhance customer retention.

Furthermore, we aim to integrate global supply chain resources to optimize our cost
structure and enhance our global delivery capabilities. This strategy underscores our
commitment to becoming a global leader in the GaN industry, providing efficient, innovative
solutions worldwide and fostering closer collaborations with leading international customers.

OUR BUSINESS MODEL

We have adopted an IDM model that provides in-house control over the entire process
from design and manufacturing to packaging, testing and sales of finished products. This
integrated operational framework fosters coordination and synergy, ensuring the quality of our
power semiconductor products while providing stable production capacities, facilitating
innovation through iterative design and process improvements and supporting cost-effective
scaling. By maintaining control over every stage of the operation, the IDM model allows us to
swiftly identify and address application challenges, giving us a significant first-mover
advantage over competitors.
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Unlike the fabless and foundry model where fabless companies rely on external foundries
for production and are often limited by the capabilities of their partners, and foundries rely on
fabless companies for design and lack control over the design process, the IDM model
integrates design and manufacturing, creating operational synergies. Companies adopting the
IDM model in our industry typically undergo a cyclical process of substantial capital and R&D
expenditures during the ramp-up phase, which may lead to short-term losses. However, the
long-term benefits of the IDM model in the GaN power semiconductor industry far outweigh
these initial costs. These advantages include enhanced synergy between design and
manufacturing, greater capacity and supply stability, cost benefits from large-scale production
and continual process and technological advancements. See “Industry Overview — Analysis Of
Global GaN Power Semiconductor Industry — Value Chain Of GaN Power Semiconductor
Industry And Business Model Comparison.” Given these advantages, the IDM model is
expected to become the dominant business model in the power semiconductor industry. By
choosing this model, we are positioning ourselves for sustainable growth and leadership in the
rapidly evolving GaN power semiconductor sector, ensuring we remain competitive and
profitable in the long term.

OUR PRODUCTS AND SOLUTIONS

GaN Product Types

We offer various types of GaN products along the industry value chain, including GaN
wafers, GaN discrete chips, GaN integrated circuits (“GaN ICs”) and GaN modules, which
showcase our capabilities to provide tailored GaN solutions to our customers, depending on
their needs from different fields. The picture below illustrates our different GaN product types
and the fabrication process of GaN wafers into these products.
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Wafers serve as the foundation for producing semiconductor electronics. Through the
wafer fabrication procedure, which is composed of many repeated sequential processes to build
up numerous layers of different materials in microscopic structures, dies are created on
finished wafers upon dicing. Depending on the size and type of dies, a finished wafer can
contain thousands of dies. Based on the packaging forms adopted, dies can be turned into
discrete chips and ICs.

Discrete chips are individually packaged dies that provide basic functions to manage
power activation and deactivation processes and require integration with drive and protection
circuits for functionality. The drive circuit initiates the operation of GaN discrete chips with
a small current and provides the necessary power and optimization to achieve high frequency,
efficiency and reliability, while the protection circuit offers real-time monitoring and
protection against overcurrent, overvoltage, overheating and short circuits, ensuring the safe
use of power supply. We integrate GaN dies with drive and protection circuits into GaN ICs.
These drive and protection circuits are specially designed by us, fully leveraging the
characteristics of GaN to provide users with a comprehensive solution with high power density
and compactness. GaN modules are produced by integrating GaN discrete chips, drive and
protection circuits and passive components such as inductors and capacitors and through the
process of surface mounting and molding. GaN modules serve as complete power conversion
solutions, converting input power into one or more stable output voltages, providing users with
efficient and reliable power solutions.

GaN Wafers

We are the first company in the world to achieve mass production of 8-inch GaN-on-Si
wafers. As of June 30, 2024, our production capacity reached 12,500 wafers per month.
According to Frost & Sullivan, we held the largest GaN power semiconductor production
capacity worldwide. Our 8-inch GaN-on-Si wafers offer more effective areas, excellent
processing capabilities, enhanced production efficiency and reduced costs, with die per wafer
increased by 80% and single chip cost decreased by 30%, as compared with that of
conventional 6-inch wafers. We supply 8-inch GaN-on-Si wafers to cater to specific customer
requirements for chip selection and integrated design. These wafers are delivered in un-diced
and un-packaged form, providing customers with the flexibility of wafer dicing and IC
packaging based on their own product designs. All our discrete chip products are available for
sale in wafer form. We also offer wafer epitaxial growth processing. Our operations are
supported by industry-leading MOCVD equipment and underpinned by our proprietary process
technologies and long-term accumulated know-how, allowing us to deliver epitaxial layers that
are distinguished by their high quality, high precision, fast growth rates and cost-efficiency.

We provide wafers in two different product forms, namely GaN dies and GaN wafer in
pieces. During the Track Record Period, we have sold an aggregate of over 340 million GaN
dies and around 20 thousand GaN wafers in pieces. The price of our wafer products is primarily
determined based on our production costs, considering benefits from economies of scale.
Additionally, since our wafers are primarily sold to downstream customers with large
purchasing needs, prices are typically negotiated based on factors such as production volume,
customer-specific requirements and prevailing market conditions. The average selling price of
our GaN dies is typically in the range of single-digit RMB, while the average selling price of
GaN wafers in pieces typically range from several thousand to tens of thousands in RMB. In
2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, our revenue from GaN
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wafers amounted to RMB39.4 million, RMB50.0 million, RMB208.7 million, RMB91.7
million and RMB138.9 million, respectively, accounting for 57.8%, 36.7%, 35.2%, 29.7% and
36.0% of our total revenue for the respective periods. The following picture illustrates a sample
8-inch GaN-on-Si wafer.

GaN Discrete Chips and GaN ICs

We design, develop and manufacture high-performance and reliable GaN discrete chips
for various applications across low-, medium- and high-voltage ranges in different packaging
options, and our product R&D covers 15V to 1,200V. Notably, we developed the V-GaN series,
our flagship line of bi-directional GaN chips, which can be applied to a variety of sectors,
including consumer electronics and industrial applications. The V-GaN series, featuring our
proprietary patented technologies, is distinguished by its bi-directional conductivity, allowing
one V-GaN chip to replace two silicon MOSFETs, facilitating space saving while reducing heat
generation. The deployment of V-GaN products thus significantly improves the overall system
cost-efficiency.

Aside from GaN discrete chips, we design, develop and manufacture high-performance
and reliable GaN ICs, integrating discrete chips with other electronic components, such as
drivers and protection. Our GaN IC solutions streamline circuit complexity while delivering
low heat generation, exceptional driver efficiency, high precision and reduced size, thereby
enhancing overall system reliability.

Our large-scale production capabilities and sophisticated 8-inch GaN-on-Si wafer
manufacturing techniques ensure the stable supply of GaN discrete chips. In 2021, 2022 and
2023 and the six months ended June 30, 2024, we sold 23, 58, 164 and 155 types of GaN
discrete chips, respectively. Our cumulative shipments exceeded 850 million as of June 30,
2024 in terms of equivalent GaN discrete chips, placing us at the forefront of the global market.
We have sold an aggregate of over 185 million GaN discrete chips and ICs during the Track
Record Period. Given the broad adoption of our products across diverse industries with varying
specifications, product complexity and functionality, pricing varies accordingly. The average
selling price of our GaN discrete chips and ICs typically ranges from single-digit to
double-digit RMB. In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, our
revenue from GaN discrete chips and ICs amounted to RMB27.8 million, RMB86.1 million,
RMB192.1 million, RMB57.3 million and RMB138.4 million, respectively, accounting for
40.7%, 63.3%, 32.4%, 18.6% and 35.9% for the respective periods.
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GaN Modules

We are committed to providing one-stop, high-efficiency, high-frequency and high-
power-density integrated GaN solutions. In response to power supply design challenges and to
maximize the efficiency and capabilities of GaN discrete chips, we introduced a broad range
of GaN modules, including our GaN power supply modules for lithium-battery forming and
grading equipment. Our GaN modules can significantly boost power density and operational
efficiency. For example, we produce GaN single-phase microinverters adopted in the
photovoltaic sector. Single-phase microinverters convert direct current from individual panels
into alternating current. In recent years, the adoption of microinverters has surged, driven by
their enhanced safety, high power generation efficiency, robust reliability and flexible
application. However, their high cost posed a challenge. Benefiting from GaN’s reduced
conduction losses and fast switching speed, single-phase microinverters by adopting GaN can
double or triple their frequency while reducing system loss by approximately 30% as compared
with traditional silicon-based modules, enabling compatibility with higher capacity solar
panels. It also reduces the size of microinverters by approximately 30% and their costs by
approximately 20%.

Our product offerings expanded to include GaN modules during the Track Record Period.
We have sold an aggregate of over 250 thousand GaN modules during the Track Record Period.
Due to their customized nature, the pricing of our GaN modules varies, with their average
selling price typically being in the range of several thousand in RMB. Revenue from GaN
modules amounted to RMB106.5 million in the six months ended June 30, 2024, accounting for
27.6% of our total revenue in the same period.

The table below sets forth the breakdown of our revenue in both absolute amount and
percentage of our total revenue by product and service category for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

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

(unaudited)

GaN Discrete Chips and GaN ICs � � � � � � 27,769 40.7 86,138 63.3 192,066 32.4 57,293 18.6 138,443 35.9
GaN Wafers � � � � � � � � � � � � � � 39,412 57.8 50,036 36.7 208,666 35.2 91,653 29.7 138,928 36.0
GaN Modules(1) � � � � � � � � � � � � � – – – – 190,420 32.1 159,167 51.7 106,470 27.6
Others(2) � � � � � � � � � � � � � � � � 1,034 1.5 – – 1,565 0.3 – – 1,970 0.5

Total � � � � � � � � � � � � � � � � � 68,215 100.0 136,174 100.0 592,717 100.0 308,113 100.0 385,811 100.0

Notes:

(1) We were able to generate 32.1% of our total revenue from GaN modules immediately upon the launch of such
products in 2023, primarily due to our early engagement with potential customers prior to 2023 to explore
opportunities for GaN modules. The development process spanned from 2021 to 2022. We then commenced
production of GaN modules in November 2022 and delivered the GaN modules to the customers in 2023 for
installation in their battery production lines.

(2) Others primarily include non-recurring engineering (“NRE”) services we provide to customers in the broader
semiconductor and electronics industries. Such services are on a one-off basis, and revenue is recognized when
customers accept our services. Depending on the customer needs, our NRE services may include (i) customized
R&D and (ii) testing to verify if the application of the Company’s GaN devices meets customer requirements.
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Application Areas

The emergence of renewable energy and compute intensive applications has been
transforming the world, which leads to a surging demand for more efficient and economical
power semiconductor products. We are well positioned to capture the booming market
opportunities. The GaN products we design, develop and manufacture are suitable for a broad
range of application areas, including consumer electronics, renewable energy and industrial
applications, automotive electronics and data centers.

Consumer Electronics

Our GaN products are widely used in consumer electronics, encompassing mobile phones,
laptops, e-bikes, e-scooters and small household appliances. Benefiting from its unique
characteristics such as high frequency, high efficiency, fast switching speed and low
on-resistance per unit area, GaN significantly enhances performance and efficiency and
reduces size of various consumer electronics products, delivering better and more convenient
experience to consumers. According to Frost & Sullivan, the global market of GaN power
semiconductors for consumer electronics increased rapidly from RMB85.0 million in 2019 to
RMB1,412.0 million in 2023, with a CAGR of 101.9%. The market size is expected to further
increase from RMB2,466.3 million in 2024 to RMB21,133.3 million in 2028, with a CAGR of
71.1%, and fast-charging and other power adapters for mobile phones and laptops are expected
to be the main driver.

Key Products

The following table sets forth our key GaN products used in consumer electronics and
their respective characteristics.

Application Area Our GaN Products Characteristics

Mobile phone chargers

Laptop power adapters

650V/700V GaN discrete chips
and GaN ICs

Our GaN products are suitable for powering
various compact and portable electronic
devices, including smartphones, tablets,
LCD displays and laptops. GaN’s
characteristics, including high frequency,
fast switching speed, low switching
losses and high efficiency, align with the
increasing demand for higher power and
higher power density in mobile phone
chargers, especially in the rapidly
expanding fast-charging sector. As a
result, our GaN products enable the
production of more compact, efficient
and portable power adapters.
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Application Area Our GaN Products Characteristics

Over-voltage protection
(“OVP”) chips

40V/100V bi-directional GaN
discrete chips

An OVP chip safeguards the primary
system of mobile phones, laptops and
other consumer electronic products by
shutting down the power supply when the
input voltage exceeds a predetermined
level. With the consumer electronics
charging power continuing to increase,
OVP circuits becomes essential. Our
flagship V-GaN chips streamline OVP
circuits by replacing two silicon
MOSFETs with one V-GaN chip. This
improves the performance and reduces
both the cost and circuit size, which is
crucial for circuit boards applied in
products with stringent space constraints,
such as mobile phones.

E-bikes/E-scooters 650V/700V GaN discrete chips GaN discrete chips excel in operating with
reduced switching and conduction losses,
enhancing power conversion efficiency
and the overall charging performance.
They also feature a fanless design, which
minimizes size and enhances water
resistance. Moreover, the deployment of
GaN discrete chips can more than double
the power supply’s switching frequency
and allow a reduction in the size of
peripheral components by over 40%,
leading to a more streamlined and
lightweight charger design. Many high-
end e-bikes today are equipped with GaN
chargers, which offer rapid charging
capabilities, compact design and
portability.

Small household appliances 650V/700V GaN discrete chips
and GaN ICs

Our GaN products offer efficient power
conversion and motor drive solutions,
and are becoming increasingly prevalent
in small household appliances. For
example, GaN ICs in electric hair dryers
provide greater power within a compact
space, delivering over 30% more power
than traditional silicon MOSFET
solutions.
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Key Development Focuses

Aside from the above, we are developing GaN products applied in audio systems,
especially class D amplifiers. GaN products, when applied in audio systems, enhance audio
quality and improve heat dissipation, while occupying smaller circuit board areas, thus leading
to more advanced, efficient and compact audio systems. We are also focused on developing
GaN products for wireless charging in consumer electronics. GaN technologies reduce parasitic
capacitance, enhance switching speed and reduce on-resistance per unit area. When applied to
wireless charging systems, GaN products can minimize power losses, leading to higher
efficiency and increased charging range. Wireless charging has found broad applications in
mobile phones, smart homes and EVs charging, and possesses substantial growth potential. In
addition, we are developing GaN products for air-conditioner and TV power supplies. GaN
products, when applied in air-conditioner power supplies, facilitate energy-saving, enhance
energy efficiency and reduce noise. When applied in TV power supplies, GaN products
significantly improve heat dissipation, increase switching frequency and reduce transformer
size, which is becoming more crucial as large-screen slim-design TVs become more popular.

Case Study

In response to our consumer electronics brands’ demand for more advanced and compact
internal power switch used in mobile phones, we developed our flagship V-GaN series, the
world’s first GaN chips for integration within mobile phones and other consumer electronics,
according to Frost & Sullivan. Notably, one V-GaN chip can replace two silicon MOSFETs.
The below set forth the details of this joint development.

• Application area: OVP for consumer electronics (including mobile phones and
laptops).

• Our products: low-voltage (30-60V) GaN discrete chips.

• Customer requirements and pain points: in consumer electronics, the application of
GaN in fast charging has become prevalent, satisfying customers’ demand for swift
mobile device recharging. Yet, mobile phones’ internal architecture continues to rely
on traditional silicon MOSFETs for power switches. These silicon components,
constrained by their size and impedance, not only consume significant mainboard
space, but also, under high-power fast charging situations, are prone to generate
substantial heat causing power efficiency losses. Such drawbacks compromise fast
charging stability and the duration of high-power charging sessions, presenting a
major inconvenience to mobile phone users, and accordingly, a concern to mobile
phone manufacturers.

• R&D focus: to meet mobile phone manufacturers’ pressing needs for more compact
design and enhanced efficiency, in 2022, we initiated the R&D of GaN-on-Si
bi-directional enhancement-mode HEMTs, a pioneering endeavor in the industry.
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• Product features: leveraging GaN’s superior properties, including its low on-
resistance, minimal package parasitic capacitance, fast switching speed and absence
of reverse recovery, our single bi-directional enhancement-mode V-GaN chip can
replace two silicon MOSFETs. When applied to OVP chips, this technology
showcases its core benefits of reduced impedance, heightened efficiency and
increased power density, leading to a more compact system design and reduced
energy consumption. This application marks a significant advancement in GaN’s
integration into mobile phone internal battery management systems.

• Product iteration: our OVP for mobile phones commenced mass production and
shipment in 2021, becoming the first GaN chip in the world integrated into the
interior of mobile phones. The product has since undergone continual enhancement
and iteration based on our advanced technology platform. The 2022 mass-produced
chips were successfully incorporated into our end customers’ mobile phone
mainboards, delivering a 64% reduction in mainboard area occupied and a 85%
decrease in peak thermal output compared to their previous solutions, receiving
favorable market reception. The launch of two additional products in 2023,
differentiated by their on-resistance, broadened the range of application areas and
adapted to more mobile phone models, providing customers with a diverse spectrum
of design options and further expanding the role of GaN in consumer electronics.

• Achievement: our flagship V-GaN chips and technologies are at an international
leading level, recognized as the “Excellent Technological Innovation Product” of the
“China Chip” (“�•
7�ƒ ”�´�ø�¦�”�ô�-�*�Ü ) for three consecutive years by the China
Center for Information Industry Development (�•
7�e�•�¦�¹�*�ª�ï�•�¼�ú	ë ) and
honored with the award of the 15th “China Semiconductor Innovative Product and
Technology” (�K�d�ž�£�•
7���¬���ô�-�*�Ü�q�¦�” ) by the China Semiconductor
Industry Association (�•
7���¬�����8�X�6 ).

Renewable Energy and Industrial Applications

Our GaN products offer advanced, efficient and cost-effective solutions for renewable
energy and industrial applications. They are applied in many renewable energy and industrial
applications, including lithium-ion battery formation and grading equipment, battery
management systems, LED lighting, photovoltaic and energy storage systems and motor
drivers and controls. According to Frost & Sullivan, the global market of GaN power
semiconductors for renewable energy and industrial applications increased steadily from
RMB29.6 million in 2019 to RMB89.0 million in 2023, with a CAGR of 31.6%, and is
expected to further increase from RMB192.9 million in 2024 to RMB1,577.0 million in 2028,
with a CAGR of 69.1%.
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Key Products

The following table sets forth our key GaN products for renewable energy and industrial
applications and their respective characteristics.

Application Area Our GaN Products Characteristics

Lithium-ion battery
formation and grading
equipment � � � � � � � � � � �

All-GaN power supply
modules for battery
formation and grading
equipment

Formation and grading equipment, critical in
the lithium-ion battery production process
for activation and testing, necessitates
extensive use of high-power bi-directional
power conversion modules. This equipment
is used for one of the most energy-intensive
stages in the production process, consuming
a substantial portion of energy. Leveraging
the high-frequency and high-efficiency
features of our GaN products, we
significantly enhanced the efficiency and
power density of these power supply
modules. Such improvements not only boost
the overall productivity of battery
production lines, considerably reduce
hardware costs, but also significantly
reduces electricity consumption.

Battery management
systems � � � � � � � � � � � � �

100V/150V bi-directional
GaN discrete chips

Battery management systems are essential for
the safe operation of energy storage and EVs
battery packs, preventing damage and
malfunctions while ensuring reliable
charging and discharging. They often
feature a battery protection unit that isolates
the battery when required. GaN discrete
chips, due to their lack of body diodes
compared with MOSFETs, allow for the
replacement of two silicon NMOS
transistors in conventional battery
protection units with a single V-GaN chip.
As a result, our flagship V-GaN chips
facilitate cost savings and improve the
overall efficiency of the battery
management systems by reducing
transmission loss by over 45%. In addition,
when compared with silicon-based
solutions, V-GaN chips can further reduce
board area occupied by over 33%, resulting
in a cost-efficient system design.
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Application Area Our GaN Products Characteristics

LED lighting 650V/700V GaN discrete
chips

Amid a global shift to sustainable and eco-
friendly practices, the LED lighting industry
is witnessing accelerated expansion. LED
applications now extend beyond
conventional lighting uses to emerging areas
such as intelligent lighting and horticultural
lighting. Our GaN products enable LED
drivers to achieve reduced switching losses
and driver sizes, while increasing efficiency
and switching frequency, leading to more
compact and thinner solutions.

Photovoltaic and energy
storage systems

40V/100V/650V/700V GaN
discrete chips

GaN single-phase
microinverters

Green energy solutions, particularly
photovoltaics, are widely adopted to reduce
carbon emissions and foster sustainable
development. To ensure consistent power
supply, these systems must be integrated
with energy storage solutions for nighttime
use. Our GaN products, characterized by
their low static and dynamic losses, low
parasitic capacitance, fast switching speed
and support for high frequency, significantly
improve the efficiency of photovoltaic
systems while reducing their costs by
shrinking the size of the systems. When
applied to photovoltaic microinverters, our
GaN products reduce energy transition loss
by over 30%, their sizes by over 20%, while
reducing product costs. Our GaN products
also enable energy storage systems to
operate with minimal energy transmission
loss and maximize energy conversion
efficiency. When applied to bi-directional
DC-DC converters for energy storage
systems, our GaN products can substantially
reduce energy transition loss.

Motor drivers and controls � � 100V GaN discrete chips

500V GaN ICs

Motor drivers and controls are essential power
sources for a wide range of applications,
including consumer electronics, household
appliances, industrial production and
robotics. Our GaN solutions enhance these
systems by improving their performance,
reliability and efficiency, reducing the size
and weight of motor drivers and controls
and lowering their costs.
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Case Study

In response to a strategic customer’s demand for higher-performance and energy-efficient
lithium-ion battery forming and grading equipment, we developed All-GaN modules for battery
forming and grading equipment power supplies. The below set forth the details of this joint
development.

• Application area: lithium-ion battery forming and grading equipment.

• Our products: All-GaN power supply modules for battery forming and grading
equipment.

• Customer requirements and pain points: in the lithium-ion battery manufacturing
process, the use of formation and grading equipment is essential for battery
activating and testing. This equipment ranks among the most energy-intensive
components of the lithium-ion battery production process. Conventional
configurations necessitate large formation and grading units, which, due to their
size, cannot be situated in close proximity to the batteries. This necessitates
connection through several high-current cables, leading to high costs, low efficiency
and considerable energy consumption. With the scaling of the production capacity
of our customer, a leading battery manufacturer and technology company,
addressing the energy consumption issue of formation and grading equipment
became increasingly critical.

• R&D focus: leveraging the high-frequency and high-efficiency features of GaN, our
R&D efforts centered on innovative solutions poised to improve the efficiency and
power density of battery formation and grading power supply modules. Reducing the
size of these modules facilitated their proximity to the batteries, enabling a compact
and cable-free design.

• Product features: our proprietary All-GaN power supply modules for battery
formation and grading machines, which adopt both high-voltage and low-voltage
GaN discrete chips, feature a compact design that allows for proximity placement to
the battery. This advancement facilitates a compact and cable-free design,
significantly improving production line efficiency and offering a considerable
reduction in electricity consumption.

• Achievement: our product significantly enhanced our customer’s manufacturing
process and boosted their production efficiency by cutting production line
construction expenses, improving factory space utilization and reducing operational
costs. In addition, our GaN solutions halved energy loss during the battery formation
and grading stage, resulting in substantial gains for the customer.

BUSINESS

– 228 –



Automotive Electronics

In automotive electronics, our GaN products are mainly applied to 48V power systems
and LiDAR systems. In 2021, we received IATF 16949 automotive-grade certification.
According to Frost & Sullivan, the global market of GaN power semiconductors for EVs
increased from RMB0.4 million in 2019 to RMB69.4 million in 2023, with a CAGR of 266.0%.
The market size is expected to further increase from RMB245.9 million in 2024 to
RMB24,636.5 million in 2028, with a CAGR of 216.4%, and EVs is expected to be the key
driver for this growth.

Key Products

The following table sets forth our key GaN products used in automotive electronics and
their respective characteristics.

Application Area Our GaN Products Characteristics

LiDAR. . . . . . . . . . . . . . . 80V/100V automotive-grade
GaN discrete chips

The incorporation of GaN products into
LiDAR systems is becoming increasingly
popular, particularly in applications
requiring high performance and reliability,
including autonomous vehicles, drones and
other remote sensing devices. LiDAR
systems collect, interpret and analyze
information related to object, distance and
motion, facilitating efficient and safe
automation in various settings, including
autonomous driving. Our GaN products can
be used in laser drivers in LiDAR systems.
Our advanced GaN transistors outperform
conventional technology by delivering
higher currents and narrower pulse widths,
which facilitate extended measurement
ranges and superior resolution. In the
LiDAR systems for autonomous vehicles,
the high power and rapid response offered
by GaN products empower the vehicles to
detect and identify nearby objects and
obstacles instantaneously. This boosts the
vehicles’ reaction time, facilitating more
efficient vehicle safety monitoring and an
improved autonomous driving experience.
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Application Area Our GaN Products Characteristics

EVs power systems 100V GaN discrete chips Vehicles today are incorporating an increasing
number of interactive features, necessitating
a more robust power distribution system. To
accommodate this, the automotive industry
is shifting to more efficient power systems,
which requires the adoption of efficient,
compact and lightweight converters. Our
GaN products, with their exceptional
switching characteristics and high-
frequency capabilities, facilitate the
development of these smaller, lighter
converters while also improving efficiency
by minimizing losses associated with
inductance.

Key Development Focuses

Aside from the above, we are developing high-voltage GaN products applied in on-board
chargers. GaN can enhance the efficiency of on-board chargers through characteristics such as
low parasitic capacitance, low power losses, fast switching speed and high switching
frequency, at the same time leading to more compact and cost-effective designs. In particular,
the adoption of new power supply topologies can bring out the full potential of GaN discrete
chips by leveraging their high-frequency characteristics, thus enhancing the power efficiency
and cost-effectiveness of on-board chargers.

Data Centers

A data center is a specialized facility that contains computer systems, telecommunications
equipment and storage systems, crucial for an organization’s IT functions. In today’s fast-paced
digital world, especially with the rise of large-scale data processing and the global era of high
computing power, data centers are vital for ensuring the uninterrupted operation of businesses,
acting as the pivotal infrastructure for the digital economy and indispensable for the storage,
processing and management of substantial data volumes. According to Frost & Sullivan, the
global market of GaN power semiconductors for data centers increased rapidly from RMB8.2
million in 2019 to RMB70.0 million in 2023, with a CAGR of 70.9%, and is expected to further
increase from RMB136.2 million in 2024 to RMB1,462.0 million in 2028, with a CAGR of
81.0%.

In a typical data center, power devices (PSU) must facilitate several stages of power
conversion. Initially, power devices converts high-voltage alternating current into medium-
voltage direct current in data server. Subsequently, power devices converts this medium-
voltage direct current into low-voltage direct current to power the GPUs (“multi-stage
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conversion”). Thus, power devices are crucial for the stable and efficient operation of data
centers. Power devices with higher power density can enhance GPU computational efficiency.
Additionally, higher conversion efficiency can significantly reduce power consumption of data
centers.

Currently, with the rapid increase in demand for GPU computing power, global data
centers are facing two major challenges. Firstly, GPUs require power devices of higher power
capacity to facilitate massive computations. Secondly, the operation of data centers requires
substantial power consumption. In 2023, data centers accounted for approximately 1.4% of
global electricity demand, and is expected to rise to 9.4% by 2028, according to Frost &
Sullivan. Thus, power utilization efficiency has therefore become a critical issue for data
centers.

Our GaN products boost the efficiency and compactness of power devices used for power
conversion in data servers and GPUs. Notably, our GaN discrete chips can reduce the size and
increase the efficiency of power conversion, leading to a more energy-efficient design. Power
devices adopting our GaN discrete chips not only meets the high-power demands of data
centers but also significantly enhances power conversion efficiency due to GaN’s low-
conduction loss characteristic. In addition, the efficient use of space on the motherboard of data
center GPUs is of utmost importance to GPU chip manufacturers. The high-frequency
capabilities of GaN products allow for a reduction in component size by eliminating or
reducing the size of certain components. Such reduction in size not only provides additional
space for computing units on the motherboard but also reduces costs for GPU chip
manufacturers.

RESEARCH AND DEVELOPMENT

We are committed to innovation and focus on the R&D of our technology platform and
products. Our technology platform undergoes continual iterations and refinement. In general,
every new generation of our technology platform leads to improvement of product performance
and reduction of production costs each by 30%. Specifically, the iteration of our technology
platform drives improvement in critical performance metrics of our products, including
on-resistance per unit area, saturation current, dynamic resistance, figures of merit, heat
dissipation and power efficiency.

The iteration of our technology platform enables us to improve product reliability and
manage cost effectively, as well as to expand the product portfolio and diversify application
areas. Leveraging our technology platform, we expanded our portfolio of GaN products to
encompass a wide voltage spectrum, continuing to innovate in the development of 900-1,200V
high-voltage products and 15-30V low-voltage products. In addition, our products now have
advanced from consumer grade to industrial grade and are progressing towards automotive
grade, covering a broader range of application areas with higher quality standards.
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We invested significant resources into the R&D of our GaN products and technologies.
We established our global R&D center in Suzhou, China, positioning it as a leading R&D
center for third-generation semiconductor materials and chips. Leveraging our Suzhou R&D
center, we actively engage in resolving engineering challenges associated with mass production
to bolster the overall competitiveness of our GaN materials and products. Our endeavors in
R&D resulted in significant accomplishments, evidenced by a proven history of generating
intellectual property and industry expertise. As of the Latest Practicable Date, our R&D efforts
had accumulated 406 patents, which consisted of 331 invention patents and 75 utility model
patents, and 387 patent applications in the world, covering key areas such as chip design,
device structuring, wafer manufacturing, packaging and reliability testing. See “— Intellectual
Property.”

We are supported by a robust R&D team of 304 dedicated employees as of June 30, 2024,
many of whom are semiconductor industry veterans with profound expertise in technology and
material innovation. With over 40% of them holding a master’s degree or above, members of
our R&D team bring an average of more than eight years of experience in the semiconductor
industry and nearly three years of tenure with our Company as of the same date. Meanwhile,
we deployed R&D resources internationally and established R&D teams in Europe, North
America and Asia. Specifically, the European team primarily focuses on device R&D and
reliability assessment, including developing device application platforms, conducting
robustness characterization tests and evaluating reliability. The North American team
specializes in product and driver chip design, undertaking the R&D of high-performance,
complex power chips. In Asia, our team is divided into two specialized groups. The team in
Korea focuses on driver chip design, similar to their North American counterparts. The Asian
team in China is primarily responsible for planning and developing new technology platforms,
forming project teams to implement R&D plans, and ensuring timely project completion. This
team also establishes R&D standards, optimizes the R&D management system, and organizes
project evaluations, initiations, progress coordination and summaries.

In 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, we had R&D
expenses of RMB661.7 million, RMB581.1 million, RMB348.7 million, RMB167.9 million
and RMB145.5 million, respectively. Our R&D expenses as a proportion of operating expenses
reached 76.1%, 68.4% and 50.8% in 2021, 2022 and 2023, respectively, all of which are higher
than the average of the global GaN power semiconductor industry in 2021, 2022 and 2023,
according to Frost & Sullivan. Our R&D expenses decreased consistently during the Track
Record Period, primarily due to a reduction in engineering test expenses. Prior to achieving
advanced technology for mass production, we conducted extensive testing and validation of
GaN products and technologies. By the second quarter of 2022, as our technology advanced,
we transitioned into the early stages of mass production to meet market demand for GaN
products. This advancement reduced the need for extensive testing and validation, resulting in
lower engineering test expenses. Since 2023, as we steadily scaled up mass production,
engineering test expenses have continued to decline. In addition, we use our products in the
testing and validation. In the six months ended June 30, 2024, the decrease in the production
costs for our products also contributed to the decrease in engineering test expenses. According
to Frost & Sullivan, this trend in R&D expenses aligns with the performance of other GaN
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power semiconductor companies in the early stages of their business. Going forward, we expect
our R&D expenses (including the engineering test expenses) to continue decreasing, albeit at
a slower rate, assuming no significant technological breakthroughs by us or within the power
semiconductor industry.

Our Technologies

Our core R&D competencies set us apart in the highly competitive GaN power
semiconductor industry, particularly in the field of 8-inch GaN-on-Si wafer technology. These
competencies are driven by our focus on innovation, advanced technology platforms, and
continuous improvement in both design and production processes. This foundation has enabled
us to excel in the mass production of 8-inch GaN wafers, a critical differentiator when
compared to our competitors.

We developed a range of technologies based on our 8-inch GaN-on-Si technologies,
which primarily include (i) 8-inch GaN-on-Si product design technologies and (ii) 8-inch
GaN-on-Si production process technologies. Anchoring our success in our proprietary
technologies, we are committed to independent research and development, and we have formed
a comprehensive system to protect our IP rights. See “— Intellectual Property.”

8-inch GaN-on-Si Product Design Technologies

We refined our GaN product design technologies to enhance performance, reliability and
scalability while reducing costs for our products. Figures of merit (“FOMs”) are critical
performance indicators used to evaluate the overall performance and efficiency of GaN
products. GaN discrete chips demonstrate notably better FOMs than traditional silicon discrete
chips. Our design enhancements, together with meticulous process control of the 8-inch
GaN-on-Si wafers, effectively control fluctuations in process parameters. This advancement
successfully reduced capacitance and improved the FOMs, facilitating the large-scale
production of high-performance GaN discrete chips with reduced switching and transmission
losses.

On-resistance per unit area is another critical performance indicator for GaN products. By
minimizing this parameter, we can design more compact chips and increase the number of dies
per wafer, substantially reducing production expenses. Our advanced strain enhancement layer
technology significantly reduces on-resistance by approximately 66%, as compared with
traditional silicon discrete chips, allowing for the production of economical yet high-
performance GaN discrete chips.

To enhance the application of GaN discrete chips in specialized sectors, we developed the
V-GaN structure. This innovative design outperforms the traditional silicon MOSFETs by
markedly lowering the on-resistance and leakage current per unit area. As a result, we achieved
a significant 30% reduction in system losses and a 33% increase in area efficiency.
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Moreover, our GaN product design technologies enable discrete chips to sustain minimal
dynamic on-resistance throughout different temperature and voltage conditions, ensuring
consistent on-resistance during power switching operations. Reduced resistance can result in
lower losses and device heating, thus increasing the reliability of discrete chips. Our design
approach ensures GaN products sustain temperature stability in applications, demonstrating
strong reliability.

8-inch GaN-on-Si Production Process Technologies

Our ability to achieve the 8-inch GaN-on-Si production milestone is built upon several
core R&D capabilities that form the foundation of our technological advancements. At the
heart of our success is a deep expertise in materials science, which enables us to overcome the
complex challenges of GaN-on-Si epitaxial growth by controlling material interactions at the
atomic level. This is complemented by our precision in process engineering, where we have
developed highly tailored manufacturing processes for GaN wafers that seamlessly integrate
with existing 8-inch silicon-based production equipment. Our strong cross-disciplinary
approach allows us to bring together insights from physics, chemistry and electrical
engineering, enabling us to optimize both material properties and device performance. In
addition, our deep knowledge of the power and electrical characteristics of semiconductor
devices allows us to continually refine the design and architecture of our GaN discrete chips,
enhancing their efficiency and yield. During the chip manufacturing process, a data-driven
information management system further ensures high wafer-level yields, as we leverage
real-time monitoring to fine-tune production and maintain quality. Our expertise in scaling
processes from the lab to industrial production, along with strong management practices such
as efficient supply chain management and rigorous product reliability and quality control, is
essential for transforming innovation into stable, large-scale manufacturing, while ensuring
high yield rate. These key capabilities not only enable us to meet the technical challenges of
GaN-on-Si production but also position us as a leader in the industry, driving continuous
improvement and scalability.

We achieved successful production of tens of thousands of 8-inch GaN-on-Si wafers,
ensuring the stable mass production and monthly shipment of both high-voltage and
low-voltage discrete chips. The crucial technical challenge in producing GaN-on-Si epitaxial
materials is the compatibility between the Si substrates and the GaN material. This
incompatibility can cause racking and dislocations in the epitaxial layer, thus compromising
chip performance. We refined the GaN-on-Si epitaxial growth process to produce wafers that
are consistently uniform, free of cracks and characterized by low dislocation density and
minimal defects. In addition, we developed a bespoke 8-inch GaN-on-Si epitaxial buffer
technology for both high-voltage and low-voltage discrete chips. This technology allows us to
swiftly tailor the epitaxial growth process to cater to unique requirements or applications.

Furthermore, the process flow we engineered is fully compatible with silicon and
encompasses a suite of techniques including planarization and etching processes. These
production processes seamlessly integrate with our 8-inch GaN-on-Si wafer manufacturing
equipment. We keep refining and iterating our production process technologies, leveraging our
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advanced 8-inch GaN-on-Si production capacities. By optimizing the structure, performance
and dimensions of our GaN discrete chips, along with continual improvement in process
technologies, we can continue to increase the number of dies per wafer, thus further improving
our wafer utilization.

Benefiting from our excellent production process technologies, our wafer-level yield rate
surpasses 95%, which showcases our advanced process control and manufacturing excellence.

R&D Process

We develop our technology platforms and products in accordance with an established
process and roles and responsibilities. In the project conception phase, we conduct an initial
feasibility analysis to comprehensively analyze customer needs, the competitive landscape and
key technologies required, which allows us to identify business opportunities and potential
economic returns based on industry insights and expertise. Once the project is viable and
established, our multi-disciplinary R&D team initiates the project. During the project planning
phase, we determine the technology platforms and product specification requirements through
close collaboration with the product application department. We then devise a product design
scheme and create a project development plan predicated on detailed analysis of device
structure, process solutions and packaging, all tailored to meet the product specifications. We
conduct process R&D in line with the product design scheme in the product development
phase. Upon completion, we proceed to the product verification phase to conduct extensive
product performance tests, ensuring product specifications, reliability, robustness and system
performance are met. After a thorough technical review, pilot production starts, with close
monitoring of the production process and product performance to ensure product reliability,
stability and quality. Our production department then proceeds to commence mass production
following the successful completion of production ramp-up.

The below chart illustrates the phases of our R&D project development process.

Project
Conception 

• Project Feasibility
Analysis

Project
Planning 

• Design
Speci�cations and
Scheme Design

Product
Development 

• Process
Development and

Evaluation 

Product
Veri�cation

• Veri�cations on
Product Reliability,

etc. 

Pilot
Production 
• Production

Ramp-up

Mass
Production 

INTELLECTUAL PROPERTY

Our success and competitive advantages depend in part on our ability to develop and
protect our core technologies and intellectual property. We own a large portfolio of intellectual
property, including patents, registered trademarks, confidential technical information and
expertise in the development of GaN technologies in Asia, Europe and the United States.
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We rely on a combination of patents, copyrights, trademark law, trade secret protection
and confidentiality agreements with customers, suppliers and employees to protect our
intellectual property rights. We have also adopted a comprehensive set of internal rules for
intellectual property management. These guidelines set out the obligations of our employees
and create a reporting mechanism in connection with the protection of our intellectual property.
As of the Latest Practicable Date, our R&D efforts had accumulated 406 patents, which
consisted of 331 invention patents and 75 utility model patents, and 387 patent applications in
the world. Our intellectual property portfolio includes 67 patents for our key technologies used
in 8-inch GaN-on-Si products. As of the Latest Practicable Date, we had 45 registered
trademarks, 283 registered patents and 14 registered copyrights in the PRC.

The below table sets forth details of our key invention patents as of the Latest Practicable
Date.

Patent Name Registration No.
Intended

Use(s) Functions
Authorization

Date Expiry Date

Semiconductor
equipment and its
manufacturing
methods � � � � � � �

CN202180004469.0 8-inch GaN-
on-Si wafer
fabrication

Reduce HEMT
power
consumption and
leakage current

July 7, 2023 August 11,
2041

Nitride-based
bidirectional
switching devices
and their
manufacturing
methods � � � � � � �

CN202180004407.X 8-inch GaN-
on-Si wafer
fabrication

Stabilize
bidirectional
HEMT substrate
potential

April 28, 2023 May 25, 2041

Nitride-based
bidirectional
switching devices
and their
manufacturing
methods � � � � � � �

CN202210425771.X 8-inch GaN-
on-Si wafer
fabrication

Stabilize
bidirectional
HEMT substrate
potential

December 5,
2023

May 25, 2041

Nitride-based
bidirectional
switching device
and manufacturing
method thereof � � �

CN202211284000.X 8-inch GaN-
on-Si wafer
fabrication

Stabilize
bidirectional
HEMT substrate
potential

December 22,
2023

May 25, 2041

Nitride-based
bidirectional
switching device
and manufacturing
method thereof � � �

CN202211290381.2 8-inch GaN-
on-Si wafer
fabrication

Stabilize
bidirectional
HEMT substrate
potential

December 22,
2023

May 25, 2041
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Patent Name Registration No.
Intended

Use(s) Functions
Authorization

Date Expiry Date

Nitride-based
bidirectional
switching device
and manufacturing
method thereof � � �

CN202211290384.6 8-inch GaN-
on-Si wafer
fabrication

Stabilize
bidirectional
HEMT substrate
potential

December 29,
2023

May 25, 2041

Semiconductor device
and manufacturing
method thereof � � �

CN202180001585.7 8-inch GaN-
on-Si wafer
fabrication

Avoid damage to
the lateral
surfaces/sidewalls
of the doped
nitride
semiconductor
layer during the
ion implantation
process

July 8, 2022 April 12,
2041

Semiconductor
devices � � � � � � � �

CN202180001018.1 8-inch GaN-
on-Si wafer
fabrication

Enhance device
performance with
multiple field
plates located on
the gate electrode

August 12,
2022

February 19,
2041

Electronic apparatus
and manufacturing
method thereof � � �

CN202080003294.7 8-inch GaN-
on-Si wafer
fabrication

Simplify the
fabrication process
to reduce
manufacturing
costs

December 10,
2021

July 8, 2040

Electronic apparatus � � CN202111365337.9 8-inch GaN-
on-Si wafer
fabrication

Improve device
stability

July 4, 2023 July 8, 2040

Nitride-based
bidirectional
switching devices
and method for
manufacturing
the same � � � � � � �

TW111104140 8-inch GaN-
on-Si wafer
fabrication

Stabilize
bidirectional
HEMT substrate
potential

November 21,
2023

January 28,
2042

Nitride-based
bidirectional
switching devices
and method for
manufacturing
the same � � � � � � �

TW111104155 8-inch GaN-
on-Si wafer
fabrication

Stabilize
bidirectional
HEMT substrate
potential

July 21, 2023 January 28,
2042
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Patent Name Registration No.
Intended

Use(s) Functions
Authorization

Date Expiry Date

Nitride-based
bidirectional
switching devices
and method for
manufacturing
the same � � � � � � �

TW111104159 8-inch GaN-
on-Si wafer
fabrication

Stabilize
bidirectional
HEMT substrate
potential

August 21,
2023

January 28,
2042

Nitride-based
bidirectional
switching devices
and method for
manufacturing
the same � � � � � � �

TW111104170 8-inch GaN-
on-Si wafer
fabrication

Stabilize
bidirectional
HEMT substrate
potential

July 21, 2023 January 28,
2042

Nitride-based
bidirectional
switching device
and method for
manufacturing
the same � � � � � � �

TW111101875 8-inch GaN-
on-Si wafer
fabrication

Enhance device
voltage resistance
and reliability

August 21,
2023

January 17,
2042

Clamping circuit
integrated on
gallium nitride
semiconductor
device and related
semiconductor
device � � � � � � � �

US12027514B2 GaN-on-Si
device

Integrate clamping
circuit including
substrate into the
device and realize
the integration of
the functions of
gallium nitride
chips

July 2, 2024 April 28,
2040

Semiconductor device
and preparation
method thereof � � �

CN118099205B 8-inch GaN-
on-Si wafer
fabrication

Improve the voltage
resistance and
reliability of the
gate in the
semiconductor
device

August 13,
2024

April 9, 2044

Nitride-based
semiconductor
bidirectional
switching device
and method for
manufacturing the
same � � � � � � � � �

US12087763B2 8-inch GaN-
on-Si wafer
fabrication

A nitride-based
bidirectional
switching device
with substrate
potential
management
capability

September 10,
2024

May 25, 2041
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Patent Name Registration No.
Intended

Use(s) Functions
Authorization

Date Expiry Date

Semiconductor device
and method for
manufacturing the
same � � � � � � � � �

US12125902B2 8-inch GaN-
on-Si wafer
fabrication

A new
semiconductor
device that
includes substrate,
nucleation layer,
buffer layer,
nitride-based
semiconductor
layers, S/D
electrodes and
gate electrode

October 22,
2024

September 21,
2041

Gallium nitride
semiconductor
device � � � � � � � �

CN112259606B GaN-on-Si
device

A new gallium
nitride
semiconductor
device with
excellent internal
temperature
distribution
performance

November 1,
2024

November 2,
2040

There can be no assurance that our intellectual property protection efforts will be
successful. Even if our efforts are successful, we may incur significant costs in defending our
rights. From time to time, third parties may initiate litigation against us alleging infringement
of their proprietary rights or declaring their non-infringement of our intellectual property
rights. See “Risk Factors — Risks Relating to Our Industry and Business — Our business
depends on our ability to protect our intellectual property rights, and we may be subject to
intellectual property infringement and other claims by third parties in the PRC or other
jurisdictions, which, if successful, could cause us to pay significant damages and incur other
costs.”

PRODUCTION

We adopt an IDM integrated vertical operation model that spans chip design, device
structuring, wafer manufacturing, packaging and reliability testing. This integrated approach
enables us to exert effective control over the entire production process. By applying our core
technologies at each stage of manufacturing and processing, we are able to perform prompt
optimization and enhancement across all technical aspects. As a result, our production model
facilitates high yield rates of our GaN products.
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Production Process

We are committed to the continual development of production process techniques to
enhance manufacturing and production management capabilities. The process of growing GaN
layers on a silicon wafer, known as epitaxial growth, involves depositing a thin layer of GaN
onto a silicon substrate using MOCVD. This technique introduces gaseous precursors, such as
gallium and nitrogen, into a reaction chamber where they form a crystalline GaN layer on the
silicon wafer at high temperatures. Due to the lattice mismatch between GaN and silicon, a
buffer layer is applied to reduce stress and prevent defects like cracks and dislocations. By
carefully controlling temperature, pressure and gas flow, we ensure the epitaxial layer has
uniform thickness, high crystal quality, and smooth surfaces. The diagram below illustrates key
steps of the production process of our GaN products.
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Epitaxial Growth

Our production process can be divided into two major processing stages, namely
front-end-of-line processing and back-end-of-line processing. Set forth below are details and
explanations of key steps of each processing stage:

Front-End-of-Line Processing

• GaN-on-Si epitaxial growth. GaN-on-Si epitaxial growth is key to our wafer
production. Epitaxy is the process of depositing a thin film of one material onto a
substrate of another material in a way that the crystal structure of the film
seamlessly matches that of the substrate. This process is essential in the
development of semiconductor devices, as it allows for the creation of high-quality
films that are essential for the functioning of these devices. We use silicon substrates
as the base for the epitaxial growth of GaN thin films. Our operations are supported
by industry-leading MOCVD equipment and underpinned by our proprietary process
technologies and know-how, allowing us to deliver epitaxial layers that are
distinguished by their high quality, high precision, fast growth rates and cost-
efficiency.

• Gate electrode formation. Following the growth of epitaxial layers, gate electrodes
are formed to regulate the electron flow within the transistor, ensuring precise
control of its electrical properties. Gate electrode formation is a critical step that
involves several key techniques, including physical vapor deposition (“PVD”),
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photolithography and etching. PVD serves to deposit thin films onto GaN that can
affect the gate electrode. Photolithography is the process of transferring the pattern
of the gate electrode to photoresists using photomasks. The final gate electrode
pattern is defined using the etching process.

• Ohmic contact formation. Ohmic contact formation provides the electrical
connection from the external circuit to the transistor’s source and drain, which is a
critical process that helps to ensure the efficient operation of our GaN chips. After
the photolithography and etching processes define the area and position of the ohmic
contact, the semiconductor material is heated to high temperatures in a furnace tube
to facilitate various reactions. Through the complex PVD process, a thin metal film
of key proportions is deposited, ultimately forming low-resistance ohmic contact.

• Field plate formation and planarization. Field plate structure increases breakdown
voltage and protects the gate electrode, which improves the electrical performance
and reliability of the chips. During the process, a thin isolation film of critical
thickness needs to be deposited on the epitaxial layer through chemical vapor
deposition (“CVD”), followed by the deposition of a thin film for field plate
applications through PVD. Through photolithography and etching, the critical
dimensions and positions of the field plate are defined, ultimately forming the
critical field plate design. The planarization process, typically achieved through
Chemical Mechanical Polishing (“CMP”), provides an ultra-smooth and flat surface
that is critical for subsequent process steps and the improvement of the overall
performance of GaN chips.

• Metal interconnect and passivation. The metal interconnect and passivation process
achieve circuit connections and protection of the device. The metal interconnects are
based on semiconductor circuit design and are realized through repeated PVD,
photolithography and etching. The connections are made to allow electric current to
be transmitted through the circuits. After the etching process, a wet cleaning process
is performed to ensure the removal of by-products and residues. In the meantime, a
passivation layer is deposited on the metal surface through CVD, forming a barrier
to prevent corrosion.

Back-End-of-Line Processing

• Electrical testing. The electrical properties of our GaN discrete chips undergo wafer
acceptance testing and yield testing to ensure their performance and reliability.
Leveraging our advanced laboratory analysis equipment, established analytical
technology and an experienced GaN analysis team, we are able to identify and
resolve the causes of electrical abnormalities that occur in the production lines in a
timely manner to ensure stability of mass production.
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• Wire bonding and packaging. Wire bonding and packaging facilitate the connection
of the chip to the package using thin wires, and then encapsulating the chip in a
protective casing. This process ensures the chip’s physical and electrical connection
to the device and functioning under different environmental conditions.

• Quality control measures before shipment. Upon completion of packaging, we
conduct comprehensive pre-shipment tests, including final electrical testing and
optical defect detection on the products, to ensure they meet customers’
requirements and uphold the high quality standards of our GaN products.

Production Equipment and Machinery

Our advanced manufacturing facilities are essential for enhancing product quality and
cost competitiveness. Most of our machines and equipment are highly automated, which allows
us to enhance manufacturing efficiency and reduce labor costs. We design, customize and
integrate a variety of advanced techniques into our production processes. Our critical
production equipment is all mainstream semiconductor equipment, including MOCVD
epitaxial growth equipment for GaN, thin-film deposition equipment, lithography machines
that transfer intricate patterns onto wafers, etching equipment that forms circuit patterns, ion
implanters that define device work areas and the CMP equipment used to smooth and polish
the surface of wafers.

As of December 31, 2021, 2022, 2023 and the six months ended June 30, 2024, we had
54, 34, 13 and three equipment suppliers, respectively. The decrease in the number of
equipment suppliers during the Track Record Period was primarily due to the gradual reduction
in equipment procurement following the completion of our production bases’ construction.

Production Bases

As of the Latest Practicable Date, we had two production bases, namely, the Suzhou
production base and the Zhuhai production base. The table below sets forth details of our
production bases as of June 30, 2024.

Production Bases Location Gross Floor Area Primary Products

(sq.m.)

Suzhou production base � � � Suzhou 162,552.49 8-inch GaN-on-Si
wafers

Zhuhai production base � � � Zhuhai 30,173.24 8-inch GaN-on-Si
wafers
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We have implemented proactive measures, such as securing necessary road permits and
maintaining a reserve of critical raw materials, to ensure uninterrupted operations during the
COVID-19 pandemic. In compliance with the domestic pandemic policies and benefited from
our highly automated production equipment, our production activities and supply chain were
not materially affected by the COVID-19 pandemic during the Track Record Period. Our
production volume sustained steady growth from 34,865 pieces in 2021 to 51,406 pieces in
2022 and further to 66,559 pieces in 2023, which also increased from 29,588 pieces in the six
months ended June 30, 2023 to 53,147 pieces in the six months ended June 30, 2024. Based
on the foregoing, our Directors are of the view that our operations or financial conditions were
not materially and adversely affected by the COVID-19 pandemic during the Track Record
Period and up to the Latest Practicable Date.

Maintenance

We conduct careful and timely maintenance of our production facilities and equipment.
Each piece of our major production equipment or power machinery undergoes regular servicing
and maintenance, adhering to predefined schedules. We have established and will continually
update internal procedures tailored to the unique characteristics and requirements of each piece
of production equipment or power machinery. During the Track Record Period and up to the
Latest Practicable Date, we did not experience any material or prolonged suspensions of
operations due to equipment, machinery or other mechanical failures.

SALES AND MARKETING

During the Track Record Period, our products were primarily sold in the PRC. As we
started to expand overseas, our revenue from sales to customers outside mainland of the PRC
amounted to RMB58.0 million and RMB40.4 million in 2023 and the six months ended June
30, 2024, respectively, accounting for 9.8% and 10.5% of our total revenue for the respective
periods.

The table below sets forth the breakdown of our revenue by geographic region, based on
the locations of our customers, for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

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

(unaudited)

Mainland China � � 68,034 99.7 130,028 95.5 534,764 90.2 299,019 97.0 345,454 89.5
South Korea � � � � – – 4,638 3.4 8,360 1.4 4,080 1.3 27,603 7.2
Europe � � � � � � � 145 0.2 122 0.1 19,251 3.2 2,106 0.7 2,504 0.6
United States � � � – – 152 0.1 3,067 0.5 255 0.1 5,639 1.5
Hong Kong, China � – – 10 0.0 514 0.1 513 0.2 4,010 1.0
Taiwan, China � � � 36 0.1 1,200 0.9 26,434 4.5 2,014 0.7 452 0.1
Japan � � � � � � � – – 34 0.0 327 0.1 126 0.0 150 0.0

Total � � � � � � � � 68,215 100.0 136,174 100.0 592,717 100.0 308,113 100.0 385,811 100.0
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Sales Channels

We have an experienced and highly trained sales and marketing team, consisting of 65
personnel as of June 30, 2024, who proactively identify market opportunities and design sales
strategies. Our products are sold through both direct sales and distribution. The table below
sets out a breakdown of our revenue in both absolute amount and percentage of our total
revenue by sales channel for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

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

(unaudited)

Direct sales � � � � � � � � � � � � 43,900 64.4 50,511 37.1 416,601 70.3 246,960 80.2 257,675 66.8
Distribution � � � � � � � � � � � � 24,315 35.6 85,663 62.9 176,116 29.7 61,153 19.8 128,136 33.2

Total � � � � � � � � � � � � � � 68,215 100.0 136,174 100.0 592,717 100.0 308,113 100.0 385,811 100.0

We primarily sell GaN wafers, modules and some of our discrete chips to direct sales
customers, and sell the majority of GaN discrete chips and GaN ICs to distributors. The
movements in revenue from direct sales and sales to distributors, as well as the proportion of
such revenue to total revenue in 2021, 2022 and 2023 and the six months ended June 30, 2023
and 2024, are generally in line with the movements in revenue from the respective GaN
products sold through the respective channels in these respective years. In 2022, revenue from
sales to distributors increased to RMB85.7 million from RMB24.3 million in 2021, which, as
a percentage of total revenue, increased to 62.9% in 2022 from 35.6% in 2021, surpassing the
increase in revenue from direct sales from 2021 to 2022, primarily due to the increase in sales
of GaN discrete chips to distributors, driven by the increased demand for fast-charging
products in the consumer electronics market. As a result, revenue from direct sales as a
percentage of total revenue decreased from 64.4% in 2021 to 37.1% in 2022, as revenue from
sales of GaN wafers as a percentage of our total revenue decreased due to the predominant
market demand for our discrete chip products. In 2023, we achieved significant increase in
revenue from both direct sales and sales to distributors. In particular, revenue from direct sales
increased from RMB50.5 million in 2022 to RMB416.6 million in 2023, which, as a percentage
of total revenue, increased from 37.1% in 2022 to 70.3% in 2023, surpassing the increase in
revenue from sales to distributors, primarily because (i) our revenue from sales of GaN wafer
increased substantially from RMB50.0 million in 2022 to RMB208.7 million in 2023 due to
growing demand, especially for our low-power GaN wafers, as we gained strengthened brand
recognition and expanded market share, attributable to the successful collaboration with
lighthouse customers; and (ii) we began to generate revenue from sales of GaN modules in
addition to the increased revenue from sales of GaN wafer. Revenue from sales to distributors
increased from RMB61.2 million in six months ended June 30, 2023 to RMB128.1 million in
six months ended June 30, 2024, which as a percentage of total revenue increased from 19.8%
in six months ended June 30, 2023 to 33.2% in six months ended June 30, 2024, primarily due
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to the continued market penetration of GaN discrete chip products, and our capturing of market
opportunities in application scenarios with expanded demand. In addition, demand for our
discrete chip products has been rapidly increasing in overseas markets. Furthermore, since we
continued with product innovation and started to generate revenue from GaN IC products in the
second half of 2023, our revenue from GaN IC products in the six months ended June 30, 2024
also contributed to the revenue increase from sales to distributors.

Direct Sales

As of December 31, 2021, 2022, 2023 and June 30, 2024, we had 14, 32, 46 and 37 direct
sales customers, respectively, many of whom were semiconductor companies who then
fabricate wafers into chips and provide to their customers, or reputable companies in our
downstream application areas. In 2021, 2022, 2023 and the six months ended June 30, 2023 and
2024, revenue from direct sales amounted to RMB43.9 million, RMB50.5 million, RMB416.6
million, RMB247.0 million and RMB257.7 million, respectively, representing 64.4%, 37.1%,
70.3%, 80.2% and 66.8% of the total revenue for the respective periods. In 2021, 2022, 2023
and the six months ended June 30, 2024, we engaged 12, 21, 22 and eight new direct sales
customers, respectively. Revenue from these new direct sales customers amounted to RMB41.7
million, RMB6.6 million, RMB218.3 million and RMB10.1 million in 2021, 2022, 2023 and
the six months ended June 30, 2024, respectively. We adopt direct sales for our GaN wafers,
modules and some of our discrete chips in light of the relatively concentrated customer base
for these products. We typically reach our direct sales customers through marketing activities
such as exhibitions, forums and seminars. The adoption of direct sales enables us to precisely
understand and respond to customer requirements, allowing us to offer tailored products and
services that meet our customers’ specific needs. We acquire direct sales customers primarily
by capitalizing on our robust brand reputation and substantial industry influence established
through long-term, comprehensive and in-depth collaboration with top-tier companies across
diverse application areas, together with other marketing activities.

The salient terms of our standard direct sales agreements during the Track Record Period
are set out below:

• Duration. The duration of the direct sales agreements with our direct sales
customers is typically three years.

• Pricing policy. We sell our products to direct sales customers at mutually agreed
price levels.

• Payment and credit term. The payment is due when customers confirm acceptance
of our products. We generally grant a credit period to our direct sales customers of
approximately 30 days to 90 days from the date of billing.

• Logistics. We are responsible for delivering our products to locations designated by
our direct sales customers.
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• Transfer of risks. The risks transfer to direct sales customers after they confirm
receipt of our products.

• Return arrangements. We typically do not allow our direct sales customers to return
products to us except for limited reasons, such as product design defects or quality
issues.

• Termination. Our direct sales customers are typically entitled to terminate the
agreement with three months’ prior written notice.

Distribution

We generally sell our GaN discrete chips through distributorship due to their wide range
of applications and the diverse industries in which our end customers operate. This approach
allows us to streamline our administration and logistics, efficiently managing the large number
of end customers across various industries. The distributorship also facilitates rapid
establishment of regional sales networks, thereby enhancing our market penetration swiftly.
The distributors are not exclusively engaged to distribute our products. As of December 31,
2021, 2022, 2023 and June 30, 2024, we had 19, 29, 36 and 37 distributors, respectively. In
2021, 2022, 2023 and the six months ended June 30, 2023 and 2024, revenue from our
distributors amounted to RMB24.3 million, RMB85.7 million, RMB176.1 million, RMB61.2
million and RMB128.1 million, respectively, representing 35.6%, 62.9%, 29.7%, 19.8% and
33.2% of the total revenue for the respective periods. In 2021, 2022, 2023 and the six months
ended June 30, 2024, we engaged 12, 14, 12 and seven new distributors, respectively. Revenue
from these new distributors amounted to RMB11.2 million, RMB19.1 million, RMB21.6
million and RMB6.0 million in 2021, 2022, 2023 and the six months ended June 30, 2024,
respectively. During the Track Record Period and up to the Latest Practicable Date, we have
no material unresolved disputes or lawsuits with our distributors.

We select the distributors for the sales of our GaN discrete chips based on a number of
criteria, including, among others, their knowledge of GaN products, experience and resources,
relationships with semiconductor companies, technical capabilities and financial condition. We
manage these distributors and determine whether to continue our contractual relationships with
them based on their performance, and then enter into distribution agreements with them. They
directly purchase products from us with no commission arrangement and are our customers,
on-selling our products to companies in consumer electronics, renewable energy, automotive
electronics and data center businesses. The distributors purchase GaN discrete chips from us
and maintain their own inventories.

We control channel stuffing risks through our internal management policies for
distributors and measures including keeping track of the information of end customers and
monitoring monthly shipments of distributors. Upon placing orders, our distributors are
required to record the end customer information in the CRM system, including sales
information, projects and shipping addresses of end customers. We require our distributors to
upload proof of product shipment to their customers via the CRM system, enabling us to track
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actual sales and logistics of products sold by distributors and thereby mitigating risks
associated with channel stuffing. We can monitor our products’ usage utilizing information and
feedback provided by our distributors on regular basis and adjust our supply to prevent channel
stuffing accordingly. Our CRM system also helps us to prevent cannibalization among
distributors, where we can track each series of our products through the information stored on
our CRM system. We prohibit any distributor from approaching our direct sales customers and
end customers registered with other distributor(s) by restricting their order applications for
such customers in the CRM system. We generally do not allow product returns for reasons
other than product quality issues. We also generally do not buy back our products except in
limited circumstances such as bankruptcies or liquidations of the distributors’ businesses, or
termination of distribution agreements with the distributors.

We require a comprehensive evaluation on our distributors semiannually, assessing a
range of criteria including sales performance, inventory, project acquisition, technical support,
key customer assistance, payment, operational efficiency and compliance status, among others.
To prevent kickbacks or bribery to distributors, we formulated the Employee Business Conduct
Manual to regulate employee interactions with customers and distributors, provide
comprehensive training and review expense reimbursements. In addition, we incorporate
anti-commercial bribery clauses in our distribution agreements, ensuring that distributors are
informed of our anti-corruption policies and practices. We also require their compliance with
these policies as part of our semiannual evaluation process, reinforcing our commitment to
ethical business conduct throughout our distribution network. We manage our distributors in
similar manner as we manage our in-house sales team, ensuring consistent governance
throughout our sales operation. We set annual sales targets for our distributors and follow up
on their sales performance monthly. In addition, we generally provide recommended price
range as well as support on sales and marketing to our distributors. Distributors are typically
required to ensure that any quotations provided to end customers strictly adhere to the price
ranges stipulated by us. Should we discover any prohibited behavior by our distributors, we
will impose punitive measures, or, in severe instances, terminate the distributorship.

The salient terms of our standard distribution agreements with distributors during the
Track Record Period are set forth below:

• Duration. The duration of the distribution agreements is typically two years.

• Payment, credit limit and term. We determine credit limits and terms based on the
creditworthiness of the distributors. In terms of payment, we generally grant a credit
period to our distributors of approximately 30 days from the date of billing.

• Pricing. We provide a price range for our distributors’ reference, and the price range
is subject to market conditions.

• Sub-distribution. Distributors are not allowed to sub-distribute without our prior
written consent. We did not consent to any engagement of sub-distributors by our
distributors during the Track Record Period.
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• Warranty. We generally provide a one-year warranty period for the products
delivered to our distributors. We are liable for damages caused by quality issues
during the warranty period.

• Product returns. Unless otherwise agreed, we do not accept product returns for
non-quality reasons.

• Prohibition on goods-fleeing. Distributors are authorized to sell our products within
a designated region.

• Termination. Both parties are entitled to terminate the agreement with 90 days’ prior
written notice.

The below table sets forth the movement of our distributors by geographic region during
the Track Record Period.

Year ended December 31,

Six months
ended

June 30,

2021 2022 2023 2024

Number of distributors at the
beginning of the period
Mainland China � � � � � � � � � � 8 19 22 23
Overseas � � � � � � � � � � � � � � � � – – 7 13

Number of new distributors for
the period
Mainland China � � � � � � � � � � 12 7 5 4
Overseas � � � � � � � � � � � � � � � � – 7 7 3

Number of terminated
distributors for the period
Mainland China � � � � � � � � � � 1 4 4 4
Overseas � � � � � � � � � � � � � � � � – – 1 2

Net increase (or decrease) in
number of distributors for
the period
Mainland China � � � � � � � � � � 11 3 1 –
Overseas � � � � � � � � � � � � � � � � – 7 6 1

Number of distributors at the
end of the period
Mainland China � � � � � � � � � � 19 22 23 23
Overseas � � � � � � � � � � � � � � � – 7 13 14

Total � � � � � � � � � � � � � � � � � � � � 19 29 36 37

Note:

(1) Overseas mainly includes Asia and Europe.
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During the Track Record Period, we strengthened our distributor network to facilitate the
sales of our GaN products as our business expanded. In 2021, 2022, 2023 and the six months
ended June 30, 2024, we engaged 12, 14, 12 and seven new distributors respectively. We
stringently review our business relationship with distributors through periodic assessment. In
2021, 2022, 2023 and the six months ended June 30, 2024, we terminated business relationship
with one, four, five and six distributors, respectively, primarily due to their unsatisfactory sales
performance which failed to meet the criteria of our evaluation.

To the best of our knowledge, all of our distributors are Independent Third Parties. The
distributors are not connected to any of the Company, its subsidiaries, their shareholders,
directors, senior management or any of their respective associates. To our best knowledge,
besides the ordinary course distribution arrangement with us, there is no other relationship
between the distributors and each of our Company, our subsidiaries, our shareholders, directors
or senior management or any of their respective associates. Our distributors place orders with
us when and to the extent they deem appropriate. In general, our relationships with distributors
have remained stable.

Marketing

We established robust brand reputation and substantial industry influence through
sustained, comprehensive and in-depth collaboration with top-tier companies across diverse
application areas. We adopt tailored strategies for customers in different industries and devote
significant resources to business development in emerging applications. In emerging
applications such as data centers and renewable energy, we collaborate across departments to
ensure customers fully appreciate the advantages of GaN products. By focusing on lighthouse
customers, we can navigate the early stages of GaN product penetration together with the top
companies with abundant industry know-how, thus building a strong foundation for rapid
expansion. As part of this collaborative strategy, for example, we supplied a leading battery
manufacturer and technology company with customized power modules that significantly
outperform their previous systems. See “— Our Products and Solutions — Renewable Energy
and Industrial Applications — Case Study.” The performance of our customized solutions
bolstered customer confidence and encouraged wider adoption of our GaN products.

In addition, we have adopted a comprehensive customer strategy that covers the entire
process from customer acquisition to product delivery, which has further strengthened our
industry influence and reputation. We maintain close contact with customers to gain a deep
understanding of their needs and the current landscape of competing products. Leveraging our
thorough understanding of international market dynamics and customer needs, we are able to
better position our products, engage in strategic collaborations with our customers to
co-develop new products, promptly address any technical issues during production and provide
satisfactory after-sales services.
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We take a customer-centric marketing approach to build and expand our business
relationships. We collect feedback directly from customers and partners to garner insights that
help drive our business and operations forward. We formulate targeted marketing strategies,
organize online and offline marketing activities such as exhibitions, forums and online
technical seminars to meet our business promotion needs and enhance our brand awareness. As
we continue to expand domestically and globally, we will continue to optimize our sales and
marketing network to ensure that we have sufficient geographic coverage across both existing
and new markets.

Customers

We provide our products to customers from various industries including consumer
electronics, renewable energy and industrial applications, automotive electronics and data
centers. We also provide GaN wafers to semiconductor companies who then fabricate wafers
into chips and provide to their customers. In 2021, 2022, 2023 and the six months ended June
30, 2024, we had 11, 28, 35 and 26 customers who are semiconductor companies, respectively,
among which, 11, 18, 14 and three were new customers engaged in the respective periods. In
2023, we provided our GaN products to approximately one hundred customers in China and
overseas, primarily including Asia and Europe. In 2021, 2022, 2023 and the six months ended
June 30, 2024, the conversion rate of new customers to existing customers was 75.0%, 83.3%,
71.4% and 67.6%, respectively. In 2022, 2023 and the six months ended June 30, 2024, the
same customer growth averaged 78.9%, 170.2% and 13.8%, respectively. Our same customer
growth rate increased to 170.2% in 2023, primarily driven by the commencement of mass
production in 2022, which attracted a substantial volume of orders that subsequently converted
into revenue in 2023. Our same customer growth declined in the six months ended June 30,
2024, primarily due to (i) the stabilization of mass production, which initially spurred
significant sales growth but has not transitioned into a more stable phase, leading to a natural
deceleration in same customer growth in the six months ended June 30, 2024; and (ii) a
decrease in revenue contribution from certain major customer affected by their product launch
schedules, which, in comparison with our revenue growth of 25.2% from the six months ended
June 30, 2023 to the same period in 2024, indicates our reduced reliance on certain major
customers, which we believe would contribute to our overall sustained business growth.

Our customers in the consumer electronics industry primarily consist of leading
semiconductor module and component manufacturers. These customers primarily offer IC
production and technical services, alongside microelectronic solutions tailored for a diverse
array of electronic devices. Their products are then sold to major consumer electronic brands.
Our GaN products are widely applied to smart devices, domestic appliances and mobile
charging solutions. In 2021, 2022, 2023 and the six months ended June 30, 2024, we had 20,
20, 23 and 24 customers (including direct sales customers and distributors) in the consumer
electronics industry, respectively, among which, 13, six, six and six were new customers
engaged in the respective periods. Our results of operations are affected by seasonal
fluctuations in demand for our products to be used in consumer electronics, as impacted by
market trends of the consumer electronics industry. See “Financial Information — Key Factors
Affecting Our Results of Operations — Seasonality.”
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Our customers in the renewable energy and industrial applications industry primarily
consist of leading battery manufacturer and technology companies engaged in the
development, production and sales of lithium-ion batteries and energy storage systems. Our
GaN products are primarily applied to energy storage solutions and the manufacture of
semiconductor equipment and automation equipment. In 2021, 2022, 2023 and the six months
ended June 30, 2024, we had nil, eight, 18 and 18 customers (including direct sales customers
and distributors) in the renewable energy and industrial applications industry, respectively,
among which, nil, eight, 12 and four were new customers engaged in the respective periods.

Our customers in the automotive electronics industry primarily consist of Tier-1 suppliers
of automotive OEMs. Our GaN products are primarily adopted by the LiDAR systems of
autonomous vehicles. In 2021, 2022, 2023 and the six months ended June 30, 2024, we had
two, four, five and four customers (including direct sales customers and distributors) in the
automotive electronics industry, respectively, among which, nil, two, two and one were new
customers engaged in the respective periods.

Our customers in the data center industry are generally engaged in data center power
supplies. Our GaN products are primarily applied to power supply systems for data centers. In
2021, 2022, 2023 and the six months ended June 30, 2024, we had nil, one, one and two
customers (including direct sales customers and distributors) in the data center industry,
respectively, among which, nil, one, nil and one were new customers engaged in the respective
periods.

Our design-wins with such customers are a huge part of our success. We intend to further
strengthen existing customer relationships and pursue new relationships to expand our
customer base as we continue to explore the potential of GaN products across novel application
areas.

Major Customers

Revenue generated from each of our largest customer for the years ended December 31,
2021, 2022, 2023 and the six months ended June 30, 2024 accounted for 32.7%, 10.2%, 32.1%
and 27.1% of our total revenue for the respective periods. Revenue generated from our five
largest customers in each period during the Track Record Period accounted for 63.5%, 39.7%,
56.3% and 49.1% of our total revenue for the respective periods.
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The following tables set forth details of our five largest customers in each year/period
during the Track Record Period:

Year ended December 31, 2021

No. Customer Background
Products

sold Revenue
% of total

revenue

Year of
commencement

of business
relationship

with us

(RMB in
thousand)

1. � Customer A Founded in 2009 and registered
in Anhui, Customer A
primarily engages in the
design, production,
manufacturing and sales of
high-frequency and high-
efficiency green power ICs
and high-power power ICs.

Wafers 22,323 32.7 2020

2. � Customer B Founded in 2013, registered in
Zhejiang and listed on the SSE
STAR Market, Customer B is
mainly engaged in analog
integrated circuit design.

Wafers 9,571 14.0 2021

3. � Customer C Founded in 2015, registered in
Shanghai and listed on the
SSE STAR Market, Customer
C is a manufacturer of
charging management and
battery management solutions
for consumer electronics,
automotive electronics and
industrial control systems.

Wafers 4,731 6.9 2021

4. � Customer D Founded in 2005 and registered
in Shenzhen, Customer D
primarily engages in the R&D
of power technology and the
provision of power solutions.

Discrete
chips

4,265 6.3 2021

5. � Customer E Founded in 2012 and registered
in Shenzhen, Customer E
primarily engages in the
design of chip application
solutions for consumer
electronics, industrial power
supplies and domestic
appliances.

Discrete
chips

2,447 3.6 2020
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Year ended December 31, 2022

No. Customer Background
Products

sold Revenue
% of total

revenue

Year of
commencement

of business
relationship

with us

(RMB in
thousand)

1. � Customer F Founded in 2018 and registered
in Shenzhen, Customer F
primarily engages in the
provision of electronic
solutions.

Discrete
chips

13,947 10.2 2020

2. � Customer A Please see above. Wafers 11,011 8.1 2020
3. � Customer C Please see above. Wafers 10,842 8.0 2021
4. � Customer B Please see above. Wafers 10,007 7.3 2021
5. � Customer E Please see above. Discrete

chips
8,322 6.1 2020

Year ended December 31, 2023

No. Customer Background
Products

sold Revenue
% of total

revenue

Year of
commencement

of business
relationship

with us

(RMB in
thousand)

1. � Customer G Founded in 2011, registered in
Fujian and listed on the SZSE
ChiNext Market, Customer G
is a leading battery
manufacturer specialized in the
R&D, production and sales of
EVs power battery systems
and energy storage systems.

Modules 189,998 32.1 2022

2. � Customer B Please see above. Wafers 39,223 6.6 2021
3. � Customer C Please see above. Wafers 38,578 6.5 2021
4. � Customer H Founded in 1993 and registered

in Taiwan, Customer H is a
professional IC distributor that
offers turnkey reference
solutions and supports
customized applications.

Discrete
chips

34,594 5.8 2022

5. � Customer I Founded in 2004 and registered
in Shanghai, Customer I
primarily engages in analog
and mixed-signal IC design.

Wafers 31,460 5.3 2021
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Six months ended June 30, 2024

No. Customer Background
Products

sold Revenue
% of total

revenue

Year of
commencement

of business
relationship

with us

(RMB in
thousand)

1 � Customer G Please see above. Modules 104,413 27.1 2022
2 � Customer B Please see above. Wafers 24,380 6.3 2021
3 � Customer A Please see above. Wafers 21,697 5.6 2020
4 � Customer C Please see above. Wafers 21,318 5.5 2021
5 � Customer J Founded in 2021 and registered

in Guangdong, Customer J
primarily engages in software
development and provision of
information technology
services.

Discrete
chips

17,557 4.6 2022

As of the Latest Practicable Date, none of our Directors, their respective close associates
or any of our shareholders (who owned or to the knowledge of Directors had owned more than
5% of our issued share capital) had any interest in any of our five largest customers.

Pricing

We price our products based on a variety of factors, including: (i) the costs of relevant
products, which encompass production, R&D expenses and operational costs, and may vary
depending on the type of products (ii) customer demand, and (iii) the competitive landscape,
which takes into account our strengths and weaknesses relative to our competitors, their pricing
strategies and our customers’ cost sensitivity. Once we set the base prices according to these
factors, we adjust the pricing on a case-by-case basis in consideration of specific requirements
of our customers. We adopt a volume-based pricing structure to encourage customers to order
more units at once, and thereby increase our sales volume and potentially dilute production
costs. This also incentivizes customers to form long-term partnerships with us, thereby
resulting in more stable revenue streams.
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PROCUREMENT AND SUPPLY CHAIN MANAGEMENT

Raw Materials and Procurement

We procure from suppliers a variety of materials necessary for the manufacturing of our
GaN products, including monocrystalline silicon substrates, trimethylgallium, photoresists,
cleaning fluids, sputtering targets and special gases. In order to maintain the stability of our
supply chain, we started to procure more raw materials from domestic suppliers due to their
cost-effectiveness.

We carefully select the most suitable raw materials suppliers for the projects according to
the procurement plans. Our procurement plans are formulated based on production schedules,
inventory levels, supplier lead time and product lifetime. After the procurement plans are
approved, our supply chain management department will conduct a price inquiry, evaluating
potential suppliers on criteria including price, quality and delivery timelines. We typically
establish a reasonable price with our suppliers through a process of inquiry or competitive
bidding, based on thorough market research. During the Track Record Period, we did not enter
into any long-term supply agreements with our suppliers that included fixed-price
arrangements. In response to the potential price increases, we primarily mitigate the impact on
our raw material costs by building long-term relationships with our suppliers, maintaining
close communication and conducting secondary source evaluations. We have implemented
periodic reviews and internal mechanisms to monitor the price of our raw materials by
considering current stock levels, future sales and market trends. We timely adjust our stock
levels to maintain optimal inventory levels considering anticipated price fluctuations. During
the Track Record Period and up to the Latest Practicable Date, we had not adopted any hedging
policies for fluctuations in the prices of raw materials.

Suppliers

During the Track Record Period, our engaged suppliers primarily include raw material
suppliers, equipment suppliers and service providers for packaging and testing services.

Silicon substrate is a major raw material of our products. We primarily procure silicon
substrates from manufacturers specializing in the production of semiconductor materials, with
whom we have collaborated for approximately three to seven years. We also use
trimethylgallium as one of our raw materials. Trimethylgallium is essential for the production
of GaN power semiconductors due to its role in the epitaxial growth process. We source
trimethylgallium from suppliers specializing in high-purity metal-organic compounds and
biochemical products, maintaining relationships with these suppliers for around five years.
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Supplier Management

We typically engage experienced and reputable suppliers to ensure the quality of our
products. Factors that may affect our selection mainly include technological expertise,
infrastructure and equipment, product quality, qualifications and credentials, reputation and
price. We require our raw material suppliers to obtain ISO9001 certifications in relation to
quality management systems. Additionally, in our commitment to meet the IATF16949
standards for automotive-grade quality and safety management system, we consistently oversee
the advancement of our suppliers’ quality management systems.

We implemented stringent supplier management protocols. Prospective suppliers undergo
a comprehensive evaluation before they are admitted to our list of qualified suppliers. Initially,
our material parts technical committee (“MPTC”) conducts a preliminary evaluation, after
which the prospective suppliers are registered in the SAP system. Next, our quality control
department carries out an on-site audit. If the audit is passed, we then obtain samples for
detailed inspection. Only when these samples satisfy our stringent inspection standards do we
formalize a cooperative partnership with the supplier.

In addition to vetting new suppliers, we conduct semi-annual evaluations of existing
suppliers based on their product and service quality and cost effectiveness, and we require
suppliers to promptly address any issues discovered during such evaluations. We require
suppliers who fail to meet our standards to implement corrective measures.

We believe that our operation is not dependent on any particular supplier. During the
Track Record Period, we maintained multiple suppliers to avoid overreliance on any of
suppliers and we believe there is no significant difficulty to find suitable substitutes for our
suppliers.

We typically enter into framework supply agreements with suppliers, the salient terms of
which are set out below:

• Duration. The duration of the framework supply agreements typically spans a period
of either one or three years.

• Product specifications. We specify the product name, manufacturer or brand,
specification, price, quantity, delivery timeline and other detailed items in each
purchase order we send to our suppliers.

• Payment, credit term and delivery. The suppliers are typically responsible for the
delivery of products to our designated location specified in each purchase order. In
terms of payment, we are generally granted by our suppliers a credit term of two
months following the issuance of a letter of acceptance.

• Transfer of risk. The risk transfers to us after we complete inspection and confirm
receipt of the products.
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• Quality Guarantee. In the event of a quality issue arising during the warranty period,
the supplier is obliged to either attend the site or provide a response and resolution
within 24 hours upon receipt of our notification.

• Subcontracting. Subcontracting is not allowed without written consent from both
parties.

• Confidentiality. The supplier shall not disclose or make public the contents of the
purchase orders without our prior written consent.

• Product return. We have the right to reject, replace or return products for a variety
of reasons, including non-conformity with product quality, product specifications or
quantity with the order placed.

• Termination. We are entitled to terminate the purchase order when the supplier fails
to perform and does not make timely corrections after receipt of our written notice.

Packaging, Testing and Assembly Service Providers

During the Track Record Period, we engaged certain packaging, testing and assembly
service providers to carry out GaN modules assembly as well as packaging and testing for our
GaN products. In the semiconductor industry, each task is meticulously defined from initial
design to the final product, with packaging and testing representing a later phase of chip
manufacturing. According to Frost & Sullivan, it is a common industry practice for IDM
companies to engage third-party packaging, testing and assembly service providers to carry out
packaging and testing and module assembly services according to IDM companies’ own
designs and specifications. Given the highly standardized nature of such services, engaging
leading service providers ensures a professional and specialized division of labor, facilitates
effective cost management and operational efficiency and helps extend our influence and
leadership across the GaN ecosystem. In 2021, 2022, 2023 and the six months ended June 30,
2023 and 2024, the costs incurred by such third-party packaging, testing and assembly services
amounted to RMB10.7 million, RMB65.8 million, RMB189.0 million, RMB137.7 million and
RMB103.1 million respectively, which accounted for 4.3%, 12.4%, 19.8%, 25.4% and 22.0%
of our total cost of sales for the respective periods. See “Risk Factors — Risks Relating to Our
Industry and Business — We may have limited control over the quality, availability and costs
of our packaging, testing and assembly service providers.”

We carefully select service providers from a pool of reputable candidates, and qualified
service providers are admitted to our list of qualified suppliers. We evaluate the potential
service providers in terms of, among other aspects, qualifications, technical skills, product
quality, workplace safety and delivery commitments. Once they become our qualified
suppliers, we continue to evaluate their performance periodically. We require our service
providers to comply with our internal policies and closely monitor their performance. In the
event of any failure by service providers to meet our internal policies, we may cease to work
with them or claim damages. We apply testing to ensure that the sourced products meet our
product specifications, quality standards and customers’ expectations. We have generally
maintained long-term relationships with our service providers, and all of our service providers
are independent third parties.
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The salient terms of the agreements with our service providers are set forth below:

• Duration. The duration of the agreements typically spans a period of either one or
three years.

• Principal rights and obligations of parties involved. We provide technical
specifications and key raw materials to packaging, testing and assembly service
providers who perform semiconductor packaging, testing and module assembly
services in accordance with our requirements.

• Payment, credit term and delivery. Service providers are responsible for delivering
qualifying products to our designated warehouses. In terms of payment, we are
generally granted by our service providers a credit term of 30 days to 60 days.

• Subcontracting. Subcontracting is not allowed without our prior written
authorization.

• Quality assurance. Products are accepted in accordance with our specifications, as
well as national, local and industry standards. Should any quality issues arise during
the warranty period, the service providers are responsible for replacement.

• Termination. We have the right to terminate the agreement if the service providers
fail to remedy a breach of contract following our written notice.

Major Suppliers

Our major suppliers are suppliers of construction services, equipment and packaging,
testing and assembly services. Purchases from each of our largest supplier for the years ended
December 31, 2021, 2022, 2023 and the six months ended June 30, 2024 accounted for 17.2%,
12.3%, 21.5% and 12.3% of our total purchase amount for the respective periods. Purchases
from our five largest suppliers in each period during the Track Record Period accounted for
46.4%, 38.8%, 55.6% and 45.6% of our total purchases for the respective periods.
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The following tables set forth details of our top five suppliers in each year/period during
the Track Record Period:

Year ended December 31, 2021

No. Supplier Background

Products/
services
provided

to us
Purchase
amount

% of
total

purchase
amount

Year of
commencement

of business
relationship

with us

(RMB in
thousand)

1. � � Supplier A Founded in 1992 and registered
in Beijing, Supplier A primarily
engages in preliminary
consultation, planning and
design, general contracting and
construction.

Construction 309,312 17.2 2018

2. � � Supplier B Founded in 1983 and
headquartered in Germany,
Supplier B is a manufacturer of
production equipment for the
semiconductor industry.

Equipment/
spare parts

293,127 16.3 2018

3. � � Supplier C Founded in 1991 and
headquartered in Singapore,
Supplier C is a manufacturer of
nanomanufacturing technology
solutions for the semiconductor
industry.

Equipment/
spare parts

113,502 6.3 2021

4. � � Supplier D Registered in Shanghai in 2018,
Supplier D provides
comprehensive key equipment
including semiconductor
equipment.

Equipment 65,778 3.7 2021

5. � � Supplier E Founded in 2009 and registered
in Shanghai, Supplier E
primarily provides integrated
solutions for the R&D and
production of process
equipment, as well as the
professional planning, design,
implementation, operation and
maintenance of power support
systems for high-tech plants.

Hook-up
service, a
service of
connecting
and
integrating
necessary
utilities to a
production
facility to
ensure
smooth
operation

52,341 2.9 2021
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Year ended December 31, 2022

No. Supplier Background

Products/
services
provided

to us
Purchase
amount

% of
total

purchase
amount

Year of
commencement

of business
relationship

with us

(RMB in
thousand)

1. � � Supplier F Founded in 2018 and registered
in Shenzhen, Supplier F
primarily engages in the R&D,
manufacturing and application
of advanced power electronic
equipment.

GaN module
assembly and
testing
services

102,874 12.3 2022

2. � � Supplier A Please see above. Construction 94,068 11.3 2018
3. � � Supplier G Founded in 1985 and

headquartered in Finland,
Supplier G is a manufacturer of
tailored, high value-added
silicon wafers used in the
manufacture of sensors,
discrete semiconductors and
analog circuits.

Substrates 49,423 5.9 2017

4. � � Supplier H Founded in 1991 and registered
in Jiangsu, Supplier H
primarily engages in power
supply.

Power supply 39,918 4.8 2021

5. � � Supplier B Please see above. Equipment/
spare parts

37,277 4.5 2018

Year ended December 31, 2023

No. Supplier Background

Products/
services
provided

to us
Purchase
amount

% of
total

purchase
amount

Year of
commencement

of business
relationship

with us

(RMB in
thousand)

1. � � Supplier A Please see above. Construction 134,084 21.5 2018
2. � � Supplier F Please see above. GaN module

assembly and
testing

107,106 17.2 2022

3. � � Supplier H Please see above. Power supply 41,008 6.6 2021
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No. Supplier Background

Products/
services
provided

to us
Purchase
amount

% of
total

purchase
amount

Year of
commencement

of business
relationship

with us

(RMB in
thousand)

4. � � Supplier I Founded in 2003, registered in
Gansu and listed on the
Shenzhen Stock Exchange,
Supplier I primarily engages in
IC packaging and testing.

Packaging
service

34,678 5.6 2021

5. � � Supplier J Founded in 2002 and registered
in Guangdong, Supplier J
primarily engages in power
supply.

Power supply 29,180 4.7 2018

Six months ended June 30, 2024

No. Supplier Background

Products/
services
provided

to us
Purchase
amount

% of total
purchase
amount

Year of
commencement

of business
relationship

with us

(RMB in
thousand)

1 � Supplier K Founded in 2012, registered in
Zhejiang and listed on the SSE
STAR Market, Supplier K
primarily engages in the
development, manufacturing
and sales of photovoltaic
inverters and power conversion
equipment.

Micro
inverter
components

27,862 12.3 2023

2 � Supplier H Please see above. Power
supply

21,946 9.7 2021

3 � Supplier I Please see above. Packaging
service

20,706 9.1 2021

4 � Supplier L Founded in 2019 and registered
in Shanghai, Supplier L
primarily engages in the
processing and sales of
semiconductor silicon wafers.

Silicon
substrates

19,829 8.7 2021

5 � Supplier J Please see above. Power
supply

13,224 5.8 2018
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As of the Latest Practicable Date, none of our Directors, their respective close associates
or any of our shareholders (who owned or to the knowledge of the Directors had owned more
than 5% of our issued share capital) had any interest in any of our five largest suppliers.

OVERLAPPING OF CUSTOMERS AND SUPPLIERS

During the Track Record Period, Customer G, a leading battery manufacturer specialized
in the R&D, production and sales of EVs power battery systems and energy storage systems,
was one of our top five customers in 2023. Our relationship with Customer G began in 2021
when we initiated discussions with them on potential opportunities for GaN applications. In
2022, we launched our GaN module products, which were recognized by Customer G for their
high power density and efficiency, as well as high yield rate and stability in mass production.
In 2023, our GaN modules were widely adopted in Customer G’s production lines as it
expanded its production capacity.

Supplier F, a subsidiary of Customer G, was one of our top five suppliers during the same
period, providing testing and assembly services for our GaN modules. Our collaboration with
Supplier F was initiated independently of Customer G based on our own commercial
considerations, which primarily include assembly techniques, offering portfolio and ability to
provide after-sales services, though the collaboration opportunity was brought to our attention
through Customer G. Upon our standard evaluation and assessment, Supplier F was selected as
our service providers for testing and GaN modules assembly in 2022, primarily because of its
high service quality, strong cost-efficiency and satisfactory after-sales services. According to
Frost & Sullivan, the quality of testing and assembly service provided by Supplier F is higher
than the corresponding industry average. Supplier F was admitted to our list of qualified
suppliers in 2022 and is subject to our annual evaluation on service performance, among other
aspects.

Negotiations of the terms of our sales to Customer G and purchases from Supplier F were
conducted on an individual basis and the sales and purchases were neither inter-connected nor
inter-conditional with each other. Our Directors confirmed that all of our sales to Customer G
and purchases from Supplier F were conducted in the ordinary course of business under normal
commercial terms and on an arm’s-length basis. Revenue from Customer G for the years ended
December 31, 2021, 2022, 2023 and the six months ended June 30, 2023 and 2024 was nil, nil,
RMB190.0 million, RMB159.1 million and RMB104.4 million, respectively, accounting for
nil, nil, 32.1%, 51.7% and 27.1% of our total revenue for the respective periods. The purchase
amount attributable to Supplier F for the years ended December 31, 2021, 2022, 2023 and the
six months ended June 30, 2023 and 2024 was nil, RMB102.9 million, RMB107.1 million,
RMB70.7 million and RMB5.7 million, respectively, accounting for nil, 12.3%, 17.2%, 23.3%
and 2.5% of our total purchases for the respective periods.
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LOGISTICS AND INVENTORY MANAGEMENT

Logistics

We engage qualified third-party logistics service providers for the delivery of all finished
goods from our manufacturing facilities to locations specified by our customers. We set strict
standards for the transportation of our products that these third-party logistics service providers
are required to follow and we evaluate the third-party logistics service providers periodically
on their compliance and performance to ensure smooth delivery of products to customers. To
the best of our knowledge, all of these logistics service providers are Independent Third
Parties.

Inventory Management

We attach great importance to our inventory health, assigning dedicated staff to provide
management with regular reports on the status of inventory. We take inventory level into
consideration when formulating procurement plans.

Our inventories mainly include raw materials, semi-finished products and WIP and
finished goods. We have various policies in place to ensure effective inventory management,
such as adopting the first-in, first-out method, maintaining a safety stock to compensate for any
unexpected increase in demand or delay in supply and tracking and monitoring the flow of
goods and inventory levels through our warehouse management system (“WMS”). For the
years ended December 31, 2021, 2022, 2023 and the six months ended June 30, 2024, our
inventory turnover days were 119.8, 263.0, 159.3 and 169.1 days, respectively. See “Financial
Information — Discussion of Certain Key Balance Sheet Items — Inventories.”

QUALITY CONTROL

We have comprehensive policies and detailed procedures in place to ensure product
quality. We established a quality management system based on the stringent standards for
automotive-grade quality systems, namely the IATF16949 standards, as well as our business
practice. To ensure the sustained efficacy of our quality management practices and maintain a
leading position among quality management systems in the industry, we regularly undergo
external oversight and reviews. In addition, we established effective electrostatic discharge
management systems and obtained the ANSI/ESD S20.20 certification on electrostatic
discharge control program and the IEC 61340-5-1 certification for the protection of electronic
devices from electrostatic phenomena, ensuring a high level of electrostatic protection during
the production process. The effectiveness and adequacy of our quality management system are
rigorously evaluated through annual internal audits.
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Our quality control measures cover a spectrum of activities, including (i) R&D projects,
(ii) management of raw material suppliers, (iii) production process, (iv) management of
packaging, testing and assembly service providers, (v) reliability management, (vi) shipment
inspection, and (vii) customer services.

• Quality management in R&D. Based on the principles of integrated product
development (“IPD”), we established a robust R&D management process that
includes comprehensive project tracking, real-time alerts and stringent quality
control measures. We strive to align the projects with our strategic objectives at the
R&D stage and ensure that the customer requirements are achieved with high
quality.

• Quality management of raw material suppliers. In managing raw material suppliers,
we implemented stringent supplier management protocols and incoming quality
assurance (“IQA”) procedures. These measures are designed to closely monitor the
quality of materials, prevent the use of substandard raw materials in our production
lines and drive continual quality enhancement among our suppliers.

• Quality management in the production process. We closely monitor our production
process. Our quality control department put in place the in-process quality
engineering (“IPQE”) procedure that monitors any activities that could impact
product quality, which includes machinery, processes and environmental factors. In
the event of quality issues, our exception handling process enables us to conduct risk
assessments and manage the disposition of suspect or non-conforming products
efficiently. We ensure timely, closed-loop management for the causes of anomalies
and the corresponding improvement actions.

• Quality management of packaging, testing and assembly service providers. We
established management standards for our packaging, testing and assembly service
providers to oversee their production processes, ensuring that their operations align
with the process and quality requirements of our products.

• Quality management regarding reliability. We set stringent reliability certification
standards with reference to the JEDEC standards, the AEC-Q standards and device
failure models. Through a comprehensive reliability certification process, together
with ongoing reliability monitoring during mass production, we strive to guarantee
high quality and stable performance of our products.

• Quality management in shipment inspections. Prior to product delivery, we conduct
thorough inspections on product appearance to ensure that the quality of shipped
goods meets customer requirements. Moreover, findings from inspections are used
to drive ongoing enhancements in the production process.

• Quality management regarding customer services. We instituted a standard customer
complaint resolution process to swiftly address any quality issues reported. We
adopt a tiered approach to our processing timelines, aligning with the gravity of each
reported problem, thereby upholding the high product and service standards our
customers expect and depend upon.
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Warranty and After-Sales Services

We generally provide a one-year warranty period for our products. For products used in
specialized application areas, we provide extended warranties tailored to align with industry
standards and bespoke customer needs. We carry out routine after-sales satisfaction surveys to
ensure prompt communication with our customers. We believe that the provision of satisfactory
after-sales services is a crucial determinant of our success. It enhances the value chain of our
products and fosters satisfaction among customers and end-users.

We receive customer feedback through our website, telephone, email and via our
extensive network of distributors. When a complaint arises, our committed team or distributors
will visit the customer’s site to thoroughly understand the context and determine the cause of
the problem. If there is a quality issue related to our products, our objective is to address it by
making the necessary adjustments to the customer’s application to ensure smooth operations.

We provide product return and exchange services that are tailored to address the
requirements and concerns of the customer. We developed a standard product return procedure
which is detailed in our customer return management policy. When a customer raises a quality
issue with our products, our on-site technical team will promptly verify the concern. Following
an internal analysis and review that confirms a product deficiency, our quality control
department will inform the customer service team to initiate a return request to complete the
return and exchange procedure. During the Track Record Period, we did not experience any
product returns from our direct sales customers or distributors. In isolated cases, we may
coordinate product exchanges for customers to accommodate their adjustments in product
designs, product processes and product promotion and marketing arrangements. During the
Track Record Period, the amount of such product exchanges were insignificant. We believe
such arrangement would foster trusted, stable relationships with customers and sustain our
long-term growth.

DATA SECURITY AND PRIVACY

In recent years, data privacy and cybersecurity have emerged as critical governance
priorities for companies worldwide. This is particularly pertinent as the PRC legislature and
government authorities regularly introduce new cybersecurity, data security and privacy laws
and regulations. Consequently, our practices regarding the collection, use, storage, disclosure
and transfer of various types of data may come under increased administrative scrutiny. See
“Risk Factors — Risks Relating to Our Industry and Business — Security breaches and other
disruptions could compromise our confidential and proprietary information, which could cause
our business and reputation to suffer” and “Risk Factors — Risks Relating to Our Industry and
Business — Any failure to obtain requisite approvals, licenses or permits applicable to our
business operation may have a material and adverse impact on our business, financial condition
and results of operations.”
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In the course of our business operations, we collect, store and process business data and
transaction data. Given that we only make transactions with enterprises, our business generally
does not involve the collection or processing of customers’ personal information.

We develop our information security management systems in compliance with the
requirements of ISO/IEC 27001 standard for information security management systems, so as
to achieve our commitment to maintaining the integrity, availability and confidentiality of data.

To reinforce our data security and protection measures, we established comprehensive
internal policies. These policies facilitate our data management and provide detailed
requirements in relation to the classification, storage, access, transmission, encryption and
disposal of data.

Moreover, we implemented a robust information backup management system, which sets
forth the guiding principles, detailed procedures and mechanisms for data recovery. In
addition, we formulated a manual on information security management to set out the general
guidance and principles of our information security management, under which we established
a series of polices and procedures, including among others, policies on system operation
management, password management and corporate trade secret protection and procedures on
document control and confidentiality management. These systems, policies and procedures
collectively form a solid framework that safeguards our data and upholds our stringent
standards for information security.

INFORMATION TECHNOLOGY SYSTEMS

IT is fundamental to our competitive edge and operational efficiency. We utilize and
maintain IT systems that evolve in tandem with our business growth, ensuring they meet our
varied operational demands. These systems underpin key areas such as sales, R&D, supply
chain management, production and after-sales services. Our main information technology
systems include the following:

• MES system. Our manufacturing execution system (“MES”) facilitates real-time
monitoring of factory personnel, equipment and materials. It helps us conduct timely
specification checks, enhance production efficiency, minimize human operational
errors and boost product yield.

• SCM system. Our supply chain management (“SCM”) system facilitates the
management of the entire business process in relation to packaging, testing and
assembly services, including the management of material delivery, work orders and
acceptance of finished products.
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• CRM system. We utilize the customer relationship management (“CRM”) system to
manage our customer-centric sales process. The system facilitates our
comprehensive management of a spectrum of activities from business opportunity
tracking to contract administration, quotation preparation, order processing and
after-sales services.

• SAP system. The system, applications and products (“SAP”) system is designed to
integrate all aspects of our business including finance, procurement, production,
logistics, sales and quality control. It facilitates communication and coordination
between different departments, thereby increasing efficiency and enhancing
productivity.

During the Track Record Period and up to the Latest Practicable Date, we had not
experienced any material IT system failure or downtime that had a material adverse effect on
our business operations. See “Risk Factors — Risks Relating to Our Industry and Business —
Security breaches and other disruptions could compromise our confidential and proprietary
information, which could cause our business and reputation to suffer.”

COMPETITION

The power semiconductor industry in which we operate is highly competitive and
characterized by rapid technological evolvement, fast changes in customer demands and
preferences, frequent introduction of new products and services and constant emergence of new
industry standards and practices. In addition, the global power semiconductor industry is
marked by a high level of concentration, with the top ten companies holding a combined
market share of 66.9%. GaN materials, which represent a considerable leap forward and a
superior alternative to traditional silicon in the power semiconductor industry, are
currently in the nascent stages of application development. The global GaN power
semiconductor market has experienced a swift expansion, growing from RMB139.4 million in
2019 to RMB1,759.5 million in 2023, with a CAGR of 88.5%. Projections indicate an
accelerated growth trajectory from 2024 onwards, with the market size expected to surge from
RMB3,227.7 million in 2024 to RMB50,141.9 million in 2028, with a CAGR of 98.5%. In
2023, the combined market share of the top five companies reached 92.8%.

We offer a broad range of GaN solutions including wafers, discrete chips, ICs and
modules. Leveraging our comprehensive expertise in GaN technologies, we design, develop
and manufacture high-performance and reliable GaN discrete chips for various applications
across low-, medium- and high-voltage ranges in different packaging options, and our product
R&D covers 15V to 1,200V. We compete with both solution providers of GaN power
semiconductors and market participants offering solutions based on alternative semiconductor
materials. The competition with fabless companies challenges our capital investment and
technological prowess while simultaneously accentuating our strengths as an IDM, such as
design and manufacturing integration, assured production capacity and supply chain stability,
economies of scale in production costs and consistent enhancement of processes and
technologies. Meanwhile, driven by the growing demand for high-energy efficiency materials,
lower solution costs and supportive policies, GaN materials are poised for a surge in
downstream applications.
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We ranked first among all GaN power semiconductor companies globally in 2023 in terms
of revenue, with a market share of 33.7%. See “Industry Overview.” Leveraging the IDM
model that offers coordination and synergy, our advanced technologies and industrial-scale
commercialization capabilities, we believe we are well prepared to excel in industry
competition and remain at the forefront of the GaN power semiconductor industry. However,
we operate in a highly competitive industry. Failure to compete effectively could adversely
affect our market share, growth and profitability. See “Risk Factors — The power
semiconductor industry is highly competitive. If we are not able to compete successfully, our
business, results of operations and future prospects will be harmed.”

EMPLOYEES

As of June 30, 2024, we had a total of 1,101 employees and the majority of our employees
were based in mainland China. The following table sets forth the number of our full-time
employees by function as of June 30, 2024:

As of June 30, 2024

Employee function
Number of
employees

Percentage of
total employees

%

Supply and manufacturing � � � � � � � � � � � � � � � � � � � 546 49.6
Research and development� � � � � � � � � � � � � � � � � � � 304 27.6
General and administrative � � � � � � � � � � � � � � � � � � 186 16.9
Sales and marketing � � � � � � � � � � � � � � � � � � � � � � � 65 5.9

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,101 100.0

To streamline human resource management, we established a comprehensive set of
internal management measures, outlining the procedures and criteria for recruitment, training,
internal referrals, among others.

We use various recruitment methods, including campus recruitment, online recruitment,
other external recruitment channels as well as internal referrals and transfers. In addition to
salaries and benefits, we generally provide performance-based bonuses for our full-time
employees. We have established a comprehensive system for employee training and
development, including general trainings covering corporate culture, employee rights and
responsibilities, workplace safety, data security and other logistics aspects, as well as specific
trainings that improve employee knowledge and expertise in certain important areas related to
our business. We are committed to making continual efforts to provide an engaging working
environment for our employees.

We enter into standard labor contracts and confidentiality agreements with our full-time
employees, and we enter into noncompetition agreements with our key management and
professionals.
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As required under PRC laws and regulations, we participate in various employee social
security plans that are organized by applicable local municipal and provincial governments,
including housing, pension, medical, work-related injury, maternity and unemployment benefit
plans, under which we make contributions at specific percentages of the salaries of our
employees. As advised by our PRC Legal Advisor, we were in compliance with applicable laws
and regulations related to social insurance and housing provident funds in all material aspects
during the Track Record Period.

We believe we maintain a good working relationship with our employees, and we have not
experienced any material labor dispute or any difficulty in recruiting staff for our operations
during the Track Record Period and up to the Latest Practicable Date.

INSURANCE

During the Track Record Period, we provided mandatory social insurance for our
employees as required by PRC social insurance regulations, such as pension insurance,
unemployment insurance, work injury insurance and medical insurance. As of the Latest
Practicable Date, we believe that our insurance coverage is in line with the industry practice
and adequate to cover our key assets, facilities and liabilities, including but not limited to
property all risks insurance, employer liability insurance, etc. Our Directors consider our
insurance policy as a whole to be in line with the general market practice and that it complies
with the relevant rules and regulations in China. See “Risk Factors — Risks Relating to Our
Industry and Business — We may not have sufficient insurance coverage to cover our potential
liability or losses and as a result, our business, financial conditions, results of operations and
prospects may be materially and adversely affected should any such liability or losses arise.”

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

We place significant emphasis on environmental, social and governance (“ESG”). We are
dedicated to fostering a healthy and safe working environment for all employees by enhancing
our internal governance and the management of environmental and occupational health and
safety measures. In the meantime, in line with our commitment to green development, we are
also focused on upgrading our equipment, facilities and production processes to increase
energy efficiency and minimize waste emissions. Our management systems were certified in
accordance with the standards required under the ISO9001 quality management system, the
ISO45001 occupational health and safety management system and the ISO14001
environmental management system. We remain dedicated to compliance with laws and
regulations, and in accordance with the requirements of Appendix C2 to the Listing Rules, we
will issue an annual ESG report following our Listing.

BUSINESS

– 270 –



ESG Governance

We attach great importance to ESG governance and have established a committee
specifically tasked with the implementation of environmental, social and governance-related
measures. We adopted the Corporate Social Responsibility Management Manual, implemented
comprehensive management policies covering human labor rights, business ethics,
environmental protection and health and safety, and established a system that encompasses
laws and regulations, risk identification, evaluation and control, as well as target indicators and
plans. We also formulated the ESG Management Measures to establish an ESG governance
structure. The Board of Directors is responsible for ESG decision-making, governance and
supervision. This includes, among others, the assessment, management and control of ESG
risks, the review of ESG objectives, evaluation of the implementation of ESG objectives, the
examination of the ESG management systems and reports, and the provision of oversight and
guidance on ESG matters.

We are committed to enhancing the ESG awareness among all employees, including
Directors, Supervisors and senior management. Through social responsibility training, we
promoted and provided guidance on ESG-related knowledge to all employees in the PRC.
Meanwhile, our Directors, Supervisors and senior management participated in training on the
rules and responsibilities of listed companies in Hong Kong. They are well-informed about the
Stock Exchange’s expectations for directors to possess the necessary skills and abilities to
understand the impact of ESG risks and opportunities and to oversee strategies formulated to
address them. To ensure compliance with the ESG requirements of the Stock Exchange, the
Board will supervise the preparation of our ESG reports and conduct a thorough review of
these reports.

To ensure that our ESG goals are communicated effectively and efficiently and that there
are sufficient mechanisms to measure and track ESG metrics with a commitment to
transparency, we have developed a set of ESG strategies. This strategy is detailed in the ESG
Management Measures, which aims to establish an effective ESG strategy and management
mechanism. We have established procedures such as the “Objectives and Achievement
Planning Management Procedure” to manage departmental goals. These procedures include
formulating plans that clearly define the measures to be taken, responsible personnel, timelines
and the metrics for evaluating goal achievement, as well as inspections conducted from time
to time to promptly correct any issues identified and report on the implementation status of the
plans. In addition, to better implement relevant ESG strategies and management mechanisms,
we plan to conduct training sessions. These sessions will enhance the understanding and
capability of our employees regarding ESG practices, ensuring that our strategy is effectively
embedded across the organization. We are committed to transparency in our ESG performance.
Our ESG goals and metrics will be disclosed in the annual ESG reports, providing stakeholders
with information on our progress and performance.
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ESG Risk Identification, Assessment and Management and Opportunities

We place a high priority on developing our risk management system and have formulated
the Risk Management System to identify, analyze and assess the risks in our operations,
including those related to ESG. Risks are ranked based on the likelihood of occurrence and the
extent of their impact. We also ensure that the Board, the decision-making body for the
Company’s risk management, remains well-informed of the major risks faced by the Company
and the current status of risk management, enabling it to make effective risk control decisions
and to consider and approve the risk assessment of major decisions and solutions to major
risks, all while maintaining effective control over various operations and matters within an
acceptable level of risk tolerance. In addition, the Company plans to regularly prepare risk
management reports that encompass ESG risks and submit them to the Board for approval.

We conducted an assessment of the actual and potential environmental, climate-related
and social impact on our business and identified the following risks, opportunities and their
impacts:

Environmental Risks

Natural disasters, epidemics, or other unforeseen events pose risks to our operations.
These events could disrupt production and supply chains, leading to potential financial losses
and operational downtime. See “Risk Factors — Risks Relating to Our Industry and Business
— We face risks related to natural disasters, health epidemics and other outbreaks, which could
significantly disrupt our operations.” Water resources are crucial for the integrated circuit
manufacturing industry, and any shortages could severely hinder our production capabilities.
Additionally, power shortages present a challenge, as they can halt manufacturing processes
and delay deliveries. Stricter waste disposal requirements increase the likelihood of
environmental pollution and regulatory violations, which could result in hefty fines and
reputational damage.

Climate-Related Risks and Opportunities

Physical Risks. Our operations are exposed to physical risks from extreme weather events
such as typhoons and heavy rains. These events can cause power outages, flooding, and other
disruptions, particularly affecting our coastal factories. Such incidents could lead to safety
issues, forced suspension of research and production activities, and increased operating costs.
The impact on our production capabilities could be significant, potentially causing delays and
financial losses.

Transition Risks. The transition risks we face arise from the increasing attention on our
ESG performance from regulators, investors and customers. The continuous introduction of
ESG-related regulations is raising the standards for corporate practices and disclosures
regarding emissions, resource utilization, and community relations. Investors are placing
greater emphasis on ESG principles, integrating corporate ESG performance into their
investment decisions. Concurrently, customers are becoming more environmentally conscious,
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showing a preference for products designed and manufactured with green and sustainable
elements. See “Risk Factors — Risks Relating to Our Business and Industry in the Principal
Place of Our Business — Any failure to fully comply with present or future environmental,
safety and occupational health laws and regulations in the PRC may have a material adverse
effect on our business, financial condition and results of operations.”

Climate-related Opportunities. Potential ESG-related policy changes and social trends,
such as investors considering corporate ESG performance in their investment decisions and
customers preferring products with green elements in design and production, also present
opportunities for us. Our focus on the R&D of green and low-carbon technologies positions us
to capitalize on these trends.

Social Risks

Compliance with PRC laws and regulations related to environmental, safety, and
occupational health matters presents social risks. Maintaining strict compliance is essential to
avoid legal issues and ensure the safety and well-being of our employees and communities.
Failure to fully adhere to these regulations can lead to substantial penalties and adversely affect
our business, financial condition, and operating results. See “Risk Factors — Risks Relating to
Our Industry and Business — Any failure to fully comply with present or future environmental,
safety and occupational health laws and regulations in the PRC may have a material adverse
effect on our business, financial condition and results of operations.”

Goals and Measures

To mitigate the identified risks, we have established quantitative targets and implemented
various measures aimed at reducing the environmental, social, and climate-related impacts on
our business. Our quantitative targets for 2024 include achieving zero major safety incidents
as defined by regulations, zero environmental incidents, a 10% reduction in electricity
consumption per million revenue compared to 2023, a 13% reduction in water consumption per
million revenue compared to 2023, and a 15% reduction in natural gas consumption per million
revenue compared to 2023.

To support these goals, we have purchased property all risks insurance annually from
2021 to 2023, and in 2024, we added public liability insurance and business interruption
insurance to cover potential losses from natural disasters or accidents. We monitor climate
change trends and weather forecasts, taking corresponding preventive measures and
establishing emergency mechanisms such as the “Emergency Plan for Environmental
Incidents” and the “Typhoon and Flood Emergency Plan.” Additionally, we have production
bases in Zhuhai, Guangdong, and Suzhou, Jiangsu, to mitigate the impact of climate-related
physical risks on our Company. We have gathered relevant industry standards, government
policies, laws, and regulations that significantly impact us in areas such as environmental
compliance, energy saving, resource utilization, employment compliance, and occupational
health and safety. We have established procedures such as the Compliance Obligations
Acquisition and Application Control Procedure and collaborated with third parties to monitor
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changes in laws and regulations, assess their applicability, and ensure our adherence to the
relevant requirements. We have incorporated environmental criteria into our supplier selection
process to ensure alignment with our policy on energy saving, emission reduction, clean
production, and green environmental protection, effectively responding to stakeholders’
concerns. We also provide occupational health and safety training and education to employees,
enhance their awareness, post resource-saving signs, advocate for green operations, and raise
employees’ environmental protection awareness. Potential changes in ESG-related social
trends and political policies are driving us to prioritize the development and exploration of
green and low-carbon technologies. Our products are already being utilized in photovoltaic and
energy storage systems, highlighting our commitment to sustainability. See “Business — Our
Products and Solutions — Renewable Energy and Industrial Applications — Key Products.”

During the Track Record Period and up to the Latest Practicable Date, we were not
subject to any fines or other penalties for non-compliance with relevant regulations on
environmental, social and governance.

Environmental Protection

Our business operations comply with the Law of the People’s Republic of China on the
Prevention and Control of Air Pollution, the Law of the People’s Republic of China on the
Prevention and Control of Environmental Pollution by Solid Waste, the Law of the People’s
Republic of China on Energy Conservation and various present laws and regulations on
environmental protection promulgated by the government of the PRC which have material
effects on our operations.

We adhere to environmental policies that emphasize earth care, energy saving,
consumption reduction, clean production and green environmental protection. We comply with
laws and regulations and are committed to continual improvement, with the aim of minimizing
the negative impact of our operating activities on the environment and ensuring that our
environmental protection efforts are legal and compliant. We adopted the Environmental
Health and Safety Management Manual as the foundational document for our environmental
and occupational health and safety management, guiding our internal environmental
management practices and signifying our commitment to external stakeholders. We also
formulated a suite of internal environmental protection management guidelines, including the
Control Procedure for Environmental Operation, the Control Procedures for Identification and
Assessment of Environmental Factors, the Management Procedures for Environment
Monitoring and Measurement and the Planning and Management Procedures for the
Realization of Environmental and Occupational Health and Safety Objectives. Inno Zhuhai and
Inno Suzhou, our subsidiaries, obtained the ISO14001 environmental management system
certification.

Unless otherwise specified, the scope of our report on environmental protection
performance indicators covers the Company and its subsidiaries, Inno Zhuhai and Inno Suzhou.
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We pay close attention to resource consumption, greenhouse gas emissions and waste
disposal in our operations, and we strive to optimize our routine practices to manage the
environmental and climate-related risks arising from our business and production activities.

• Resource consumption. We primarily utilize resources such as electricity, water and
natural gas in our daily operations. We actively promote energy saving and
consumption reduction to reduce resource usage. The following table sets forth a
breakdown of the consumption of electricity, water, natural gas, packaging material
used for finished goods and plastic packaging material during the periods indicated:

Year ended December 31,

Six months
ended

June 30,

2021 2022 2023 2024

Electricity consumption (million kWh) � 89.72 103.76 106.81 54.21

Electricity consumption intensity
(million kWh/million revenue) � � � � 1.32 0.76 0.18 0.14

Water consumption (’000 tonnes) � � � � 737.07 849.50 820.11 384.05

Water consumption intensity
(’000 tonnes/million revenue) � � � � � 10.81 6.24 1.38 1.00

Natural gas consumption1 (’000 m3) � � 768.01 1,106.78 333.68 129.18

Natural gas consumption intensity
(’000 m3/million revenue) � � � � � � � 11.26 8.13 0.56 0.33

Packaging material used (tonnes) � � � � 5.68 8.41 14.78 5.04

Intensity of packaging material use
(tonnes/million revenue) � � � � � � � � 0.08 0.06 0.02 0.01

Plastic usage (tons)2 � � � � � � � � � � � 3.17 3.69 4.67 1.06
Plastic usage density (tons/million

revenue) � � � � � � � � � � � � � � � � � 0.05 0.03 0.01 0.003

Notes:

1. The decrease in natural gas consumption in 2023 was due to the energy-saving measures adopted
by Inno Suzhou, which mainly includes: (i) adjustment to the method of temperature and
humidity control by MAU; and (ii) adjustment to the heat consumption without affecting the
ammonia nitrogen wastewater discharge indicator.

2. We adhere to the principle of “clean production, green environmental protection” and have
implemented various measures to control the use of plastic packaging materials. For our plastic
packaging material suppliers, we assess their compliance with environmental requirements such
as Hazardous Substance Free (“HSF”) and prioritize choosing green and eco-friendly suppliers.
Regarding the use of existing packaging materials, we have streamlined packaging to minimize
usage while ensuring product quality. Since 2021, we have optimized the design of our packaging
materials to reduce the proportion of plastic used. Our efforts have yielded positive results.
Despite the period-over-period expansion of our business and continual revenue growth, the
intensity of plastic packaging material use recorded a period-over-period decrease over the Track
Record Period. We are also planning to further reduce our use of plastic packaging materials by
encouraging suppliers to develop environmentally friendly alternatives that are biodegradable. In
addition, we are exploring ways to optimize the structure of our packaging materials to further
reduce the proportion of plastic packaging materials, aiming to push our packaging materials
towards more sustainable options, reinforcing our commitment to environmental protection and
sustainability.

BUSINESS

– 275 –



• Greenhouse gas emissions. Our Scope 1 and Scope 2 greenhouse gas (“GHG”)
emissions during our daily operations mainly result from electricity consumption
and natural gas usage. We plan to include the indirect emissions generated by
employee travel (Scope 3) in our 2025 ESG report and subsequent annual ESG
reports. The following table below sets forth a breakdown of our Scope 1 and Scope
2 emissions for the periods indicated:

Year ended December 31,

Six months
ended

June 30,

2021 2022 2023 2024

Scope 1 GHG emissions1

(tonnes of CO2 equivalent) � � � � � � 1,662.20 2,395.43 722.20 279.59
Scope 2 GHG emissions

(tonnes of CO2 equivalent) � � � � � � 65,978.50 77,205.79 79,402.71 40,444.78
Total2 (tonnes of CO2 equivalent) � � � 67,640.70 79,601.22 80,124.90 40,724.37
GHG emissions intensity (tonnes of

CO2 equivalent/million revenue) � � � 991.58 584.55 135.18 105.56

Notes:

1. GHG emissions from natural gas and electricity consumption are calculated according to the
GHG Protocol Tool for Energy Consumption in China (Chinese) published by GREEN HOUSE
GAS PROTOCOL. GHG from gasoline, diesel and gas consumption were excluded because they
account for only a small proportion.

2. The sum may not equal to the total amount due to rounding.

• Waste disposal. The wastes generated in our daily operations include production
waste, industrial wastewater and exhaust gas. We define hazardous waste in
accordance with the National Catalog of Hazardous Wastes and engage specialized
agencies to handle hazardous wastes. To ensure that our disposals are compliant with
laws and regulations, we engaged third-party testing agencies to conduct evaluation.
The following table sets forth a breakdown of the wastes generated during the
periods indicated:

Year ended December 31,

Six months
ended

June 30,

2021 2022 2023 2024

Hazardous waste produced (tonnes) � 438.69 513.66 383.22 246.28

Hazardous waste intensity
(tonnes/million revenue) � � � � � � 6.43 3.77 0.65 0.64

Non-hazardous waste produced1

(tonnes) � � � � � � � � � � � � � � � � 341.23 473.48 536.00 299.45

Non-hazardous waste intensity
(tonnes/million revenue) � � � � � � 5.00 3.48 0.90 0.78

Industrial wastewater discharge
(’000 tonnes) � � � � � � � � � � � � � 360.10 413.66 422.05 221.73
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Year ended December 31,

Six months
ended

June 30,

2021 2022 2023 2024

Industrial wastewater intensity
(’000 tonnes/million revenue) � � � 5.28 3.04 0.71 0.57

Exhaust gas emissions (tonnes)� � � � 1.06 9.61 15.32 4.18

Exhaust gas emissions intensity
(tonnes/million revenue) � � � � � � 0.02 0.07 0.03 0.01

Note:

1. Domestic waste is excluded because it is not weighed in actual disposal.

Metrics and Targets

We employ a set of metrics, targets and measures to assess and manage the environmental
risks impacting our business. These efforts are aimed at reducing the consumption of
electricity, water, and natural gas, thereby mitigating the environmental footprint of our
operations.

Metric Target Timeline Measures

Electricity
Consumption
and Density �

We aim to reduce
electricity
consumption per
million revenue
by 10% compared
to 2023 levels.

By December 31,
2024

To achieve this target, we
have initiated several
energy-saving projects,
including the reduction of
speed in Fan Filter Units
(“FFU”), improvements in
air-cooled chillers, and the
implementation of energy-
saving lighting protocols.
Additionally, we utilize
SAP, BPM, and PCCS
systems for intelligent
online material
management to enhance
warehouse operations,
thereby reducing
operational time and
increasing efficiency.
Operational procedures are
optimized to lower energy
consumption, and measures
such as maintaining
optimal air conditioning
temperatures, rational use
of lifts, and promoting the
use of energy-efficient
appliances are enforced.
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Metric Target Timeline Measures

Water
Consumption
and Density �

We aim to reduce
water
consumption per
million revenue
by 13% compared
to 2023 levels.

By December 31,
2024

Measures to achieve this
target include the
implementation of water-
saving projects and the use
of storage systems to
recycle and reuse water. A
dedicated wastewater
recycling system has been
established to treat water
from acid and alkali pools,
which is then reused in
cooling towers.
Additionally, water valves
in less frequented public
areas are turned off, and
water-saving signs are
posted to encourage
reduced water usage.

Natural Gas
Usage and
Density� � � � �

We aim to reduce
natural gas usage
per million
revenue by 15%
compared to 2023
levels.

By December 31,
2024

To meet this target, we have
adjusted the temperature
and humidity control
methods of Make-up Air
Units (“MAU”) to reduce
natural gas consumption.
We also optimize heat
usage without affecting
ammonia nitrogen
wastewater discharge
standards and enhance
equipment maintenance to
improve natural gas
efficiency and prevent gas
leaks.

Social Responsibility

Employment

Human resources are particularly important to achieve the long-term sustainable
development of the Company. We uphold the principle of valuing moral character as the
foremost quality, alongside competence and integrity. We are committed to creating a diverse,
equal, personality-respecting, positive and self-transcending work environment and
development platform for our employees.
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As of June 30, 2024, our workforce comprised 1,101 dedicated employees. The following
table sets forth the number of employees by gender, age group and education level as of
June 30, 2024:

Indicator
Number of
employees

Percentage of
total number of

employees

By gender
Male � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 774 70.3%
Female � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 327 29.7%

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,101 100.0%

By age group
Below 30 � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 457 41.5%
30-40 � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 489 44.4%
40-50 � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 136 12.4%
50 and above � � � � � � � � � � � � � � � � � � � � � � � � � � 19 1.7%

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,101 100.0%

By education level
Master’s degree and above � � � � � � � � � � � � � � � � � � 238 21.6%
Bachelor’s degree and below � � � � � � � � � � � � � � � � � 863 78.4%

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � 1,101 100.0%

For further details on employment, see “— Employees”.

Labor Standards

We strictly comply with the Labor Law of the PRC, the Labor Contract Law of the PRC
and the Provisions on Prohibition of the Use of Child Labor and other pertinent laws and
regulations. We established comprehensive policies, including the Recruitment Management
Practice Standards, Employee Management Practice Standards, the Corporate Social
Responsibility Management Manual and the Employee Business Conduct Manual, to guarantee
that our employment practices are both lawful and compliant.

We are committed to a human labor rights policy that embodies respect for human rights,
humane treatment, opposes the use of child labor, refuses to tolerate harassment and upholds
the principles of freedom of association and open communication. We prohibit discrimination
in recruitment and employment, such as nationality, race, gender, religious beliefs, etc., and
prohibit forced labor, labor trafficking and the use of child labor. During the Track Record
Period and up to the Latest Practicable Date, there were no incidents in violation of the
Company’s policies or relevant laws and regulations pertaining to child labor, forced labor,
labor trafficking or employee discrimination.

Development and training

Recognizing that the cultivation and expression of our employees’ personal values are
integral to the our overall value, we provide a robust training system and development channels
for our employees.
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We launched and optimized the rank and position system to present a complete and clear
career development path for employees through making continual improvement to the five
position series, including the management series, the engineering R&D series, the professional
series, the marketing and sales series and the operation and affairs series.

To ensure the sustainable and dynamic growth of our employees and enhance the
comprehensive competitiveness of employees both internally and externally, we formulated a
series of policies such as the Training Management System and the External Training
Management Regulations. We established a targeted and diversified talent training system that
aligns with the varying development needs of employees in different business scenarios and
career stages. We offer a wide range of learning resources through various training methods
and platforms, providing employees with expansive and in-depth learning opportunities. Our
multi-dimensional and multi-tiered courses span the entire career development cycle of
employees, including induction training for new employees, general and specialized
knowledge and skills training for different levels of positions, as well as leadership and
teamwork training for management personnel.

Occupational Health and Safety

We are committed to providing and maintaining a healthy and safe workplace for our
employees. Both Inno Zhuhai and Inno Suzhou obtained the ISO45001 Occupational Health
and Safety Management System certification, minimizing occupational health and safety risks
and protecting the well-being of not only our employees but also the wider community.

To mitigate the risks in the workplace that may endanger the health of employees or
damage the property of the Company, we formulated comprehensive internal policies and
measures on environmental and occupational health and safety in accordance with the
ISO45001 Occupational Health and Safety Management System. These include, but are not
limited to, the Environmental Health and Safety Management Manual, the EHS Potential
Hazard Management Measures, the Occupational Disease Prevention and Control Management
Procedures and various types of procedural documents and management measures that
meticulously outline our operating standards, emergency response protocols, safety
management of hazardous chemicals and pollution prevention and control strategies. In
addition, we instituted detailed fire maintenance procedures and guidelines for handling
abnormalities, along with a series of specific operating instructions and job descriptions. These
resources are designed to assist our employees in standardizing their daily activities.

We deliver a series of EHS training to our employees in accordance with our internal
policies to ensure adherence to relevant laws and regulations. The training is conducted using
a combination of online and offline methods to provide thorough and accessible instruction.
During the Track Record Period and up to the Latest Practicable Date, we did not experience
any work-related fatalities or material work-related injuries or incur penalties arising from any
material non-compliance with work-related safety laws and regulations. During the Track
Record Period and up to the Latest Practicable Date, our rate of material workplace injuries
was 0.0%.
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Supply Chain Management

We attach great importance to supply chain management and formulated the Procurement
Control Procedures to standardize supplier management. These procedures stringently govern
the entry criteria for suppliers and conduct regular assessments and evaluations of supplier
qualifications to ensure compliance with our environmental and social responsibility
requirements.

To ensure our suppliers uphold environmental and social responsibility, we implemented
the following measures:

We instituted a robust supplier access evaluation mechanism, which includes an
investigation and written confirmation of the basic qualifications of suppliers prior to their
engagement. This process involves collaboration among quality, EHS, procurement and other
relevant departments for evaluation. Suppliers who are unable to meet our requirements will
not be admitted. Those who meet the basic qualification criteria are then subject to on-site
audits as stipulated by our Supplier Audit Operation Standards. These audits assess the
suppliers’ quality system, production process management and hazardous substance
management. In addition, we place a high priority on responsible procurement. We require all
suppliers to sign undertakings not to use conflict minerals and a declaration of compliance with
international regulations on hazardous substances.

We conduct appraisal and evaluation on suppliers in accordance with the Operation
Standards for Supplier Performance Evaluation and the Management Standards for Evaluation
of New Suppliers for Raw Materials, and conduct a QCDSE (quality, cost, delivery, service and
environment) scoring process, which encompasses a range of indicators including quality, cost
efficiency, delivery and service performance, as well as safety and environmental protection.
This scoring system is designed to encourage and facilitate the ongoing enhancement of our
suppliers’ operations and practices.

Moreover, we pay attention to the environmental protection and green characteristics of
the procured materials. We implemented a number of measures, including, but not limited to,
prioritizing the procurement of green and energy-efficient products, reasonably planning the
storage and transportation conditions of materials, and implementing recycling programs for
packaging materials, all of which contribute to reducing our environmental footprint.

For details on supply chain management, please see “— Procurement and Supply Chain
Management”.
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Product Liability

We established a robust quality management system based on market demand and
leveraging our advanced quality management experience in the semiconductor industry. Both
Inno Zhuhai and Inno Suzhou obtained certifications from third-party institutions, including
ISO9001 Quality Management System, IATF16949 Automobile Industry Quality Management
System, ANSI/ESD S20.20 and IEC 61340-5-1 Electrostatic Protection Management System.

To guarantee product quality, we established comprehensive quality control and
inspection specifications that span from raw materials, production process to delivery. These
include, but are not limited to, the Raw Materials Incoming Inspection Procedures, the
Statistical Process Control Specifications and the Pre-shipment Wafer Appearance Inspection
Standards, ensuring that every stage of production adheres to the set quality standards and
fulfills customer expectations. In addition, we developed and launched online the
corresponding digital intelligence systems, including the CCB system for changes in
management and the SPC system for statistical process control, to improve the quality and
efficiency of our quality management.

We are committed to protecting the security of the data generated during or in connection
with our business operations, including our business and transactions with our customers and
have formulated relevant policies for the implementation of measures on data security and to
ensure the security of the data in relation to our business and transactions with our customers.
Moreover, we take technical and organizational management measures in order to comply with
applicable laws and regulations in the jurisdictions in which we operate, and we conduct our
sales and marketing activities in a standardized manner.

For details on product liability, please see “— Quality Control”, “— Warranty and
After-sales Services”, “— Data Security and Privacy” and “— Marketing.”

Anti-corruption

We attach great importance to business ethics and integrity, and have formulated a series
of policies such as the Anti-corruption Management Manual and the Employee Business
Conduct Manual. To prevent and detect fraud, we established internal control mechanisms
complemented by accessible reporting and complaint channels. These channels, which include
telephone hotlines, emails and offline options, are open to employees at all levels and any
external parties in society who have direct or indirect economic relations with the Company.
All submissions are investigated in accordance with an approved investigation plan. Upon
completion of an investigation, findings are submitted to the relevant management and are
documented in a formal report. The internal audit department will fully protect the
confidentiality of the whistle-blowers, and the information of all whistle-blowers will be kept
strictly confidential.
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Furthermore, we require our suppliers to enter into integrity agreements and to promise
in writing to comply with the requirements of ethical conduct stipulated in the agreement. For
example, suppliers shall conduct their business through proper channels and refrain from
offering gifts, securities or valuables to our employees with the intent of gaining improper
benefits. Should a supplier be found in violation of these terms, we are entitled to report the
misconduct to the relevant authorities or to terminate the supply agreements.

As of the Latest Practicable Date, we were not involved in any legal proceedings in
relation to corruption, bribery or fraud.

Community involvement

We place great importance on social responsibility and take an active role in engaging
with public welfare initiatives. For example, during the COVID-19 pandemic, we donated
anti-epidemic supplies and support to the Fenhu High-tech Zone COVID-19 Epidemic
Prevention and Control Command to support local communities. In May 2022, we participated
in the “Society and Enterprise Co-construction” initiative held by the Yongfeng Community of
Tangjiawan to support garbage sorting activities. and won the honorary title of the “Most
Caring Unit”, contributing to the joint construction of a vibrant new community. In September
2022, we participated in the campaign of “Children’s Reading World — Sending Love through
Books”, a charitable book donation activity organized by the community’s reading corner, to
support the development of children’s reading in the community. In May 2023, we engaged in
the “Rejuvenating the Ancient, Green and Beautiful Tangjiawan (���D
ô�-�Y ,�`�Õ�e�•�D )”
initiative, actively participating in the voluntary tree-planting endeavor to enhance the verdant
landscape of Tangjiawan, Zhuhai.

BUSINESS SUSTAINABILITY

GaN, as a new generation of material for power semiconductors, with revolutionary
material characteristics, is expected to lead a new wave of global energy revolution. In 2023,
the market size of the global power semiconductor market was RMB335.7 billion, and it is
expected to increase from RMB368.0 billion in 2024 to RMB496.8 billion in 2028, with a
CAGR of 7.8%. With its characteristics of high frequency, high power density and low energy
consumption, GaN is set to accelerate its market penetration. The GaN power semiconductors
accounted for 0.5% of the global power semiconductor market in 2023, and it is expected to
constitute 10.1% of the market by 2028. The global market size of GaN power semiconductor
market has experienced a significant growth due to the strengthening downstream demand and
increasing needs for power supplies. GaN power semiconductors have undergone several
developmental stages, including the early development period, the development period, the
commercialization period and the boom period, which started from 2023. The global GaN
power semiconductor market increased from RMB139.4 million in 2019 to RMB1,759.5
million 2023 with a CAGR of 88.5%, and is expected to further increase with an accelerating
CAGR of 98.5% from RMB3,227.7 million in 2024 to RMB50,141.9 million in 2028. Such
market expansion is supported by the increase in the penetration rate of GaN power
semiconductors in the overall power semiconductor market.
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Since our inception in 2017, we have been dedicated to building our mass production
capabilities and the investment in the R&D of our core technology as a foundation to capture
the opportunities in the booming GaN power semiconductor industry. We commenced mass
production in April 2022. As a result, from 2021 to 2023, we started to benefit from economies
of scale and experienced a vast increase in revenue with the expansion of our production
capacity and product offerings, as well as the maturity of our core technologies. Our revenue
increased from RMB68.2 million in 2021 to RMB592.7 million in 2023, with a CAGR of
194.8%. Our revenue increased from RMB308.1 million in the six months ended June 30, 2023
to RMB385.8 million in six months ended June 30, 2024. The increase in our revenue
well-represents our growing market position, the expansion of our customers across various
downstream applications and the increase in sales to our existing customers.

Analysis on Historical Losses

Notwithstanding the above significant increase in our revenue, we incurred loss for the
year of RMB3,399.3 million, RMB2,205.5 million and RMB1,101.9 million in 2021, 2022, and
2023 and loss for the period of RMB579.7 million and RMB488.0 million in the six months
ended June 30, 2023 and 2024, respectively. In the semiconductor industry, companies that
adopt the IDM model typically experience a common industry cycle, which involves incurring
significant upfront capital expenditures and R&D expenses, along with their increase in
production capacities. Additionally, these companies undergo a design-in and design-win
process prior to achieving economies of scale. Consequently, they inevitably face certain
amount of upfront losses. Specifically, our operational losses during the Track Record Period
were primarily due to (i) the significant depreciation of production equipment prior to the
realization of economies of scale; (ii) the significant amount of R&D expenses recognized
during the Track Record Period; and (iii) the increasing selling and marketing expenses during
the Track Record Period.

We also recorded finance costs of RMB2,392.1 million, RMB1,029.6 million, RMB118.9
million, RMB62.8 million and RMB44.1 million in 2021, 2022, 2023 and the six months ended
June 30, 2023 and 2024, respectively. The finance costs decreased from 2021 to 2022 were
primarily due to the changes in the carrying amount of liabilities recognized for financial
instruments issued to investors along with the valuation boost throughout different rounds of
equity financing. Our finance costs related to changes in the carrying amount of liabilities
recognized for financial instruments issued to investors amounted to RMB2,298.9 million,
RMB898.0 million, nil, nil and nil in 2021, 2022, 2023 and the six months ended June 30, 2023
and 2024, respectively. Our adjusted net loss (non-HKFRS measure), which was adjusted by
adding back (i) changes in the carrying amount of liabilities recognized for financial
instruments issued to investors, (ii) equity-settled share-based payment expenses, and (iii)
listing expenses, amounted to RMB1,080.8 million, RMB1,276.9 million, RMB1,015.6
million, RMB549.0 million and RMB377.8 million in 2021, 2022, 2023 and the six months
ended June 30, 2023 and 2024, respectively.

• Gross losses incurred during the Track Record Period: our gross losses increased
from RMB181.5 million in 2021 to RMB394.1 million in 2022, decreased slightly
to RMB362.1 million in 2023 and decreased from RMB234.6 million in the six
months ended June 30, 2023 to RMB83.2 million in the six months ended June 30,
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2024. The enlarged gross loss in 2022 was primarily due to the commencement of
mass production of our products in April 2022, before realizing economies of scale.
Notably, with the continual expansion of our production capacity and the
improvement on production capacity utilization rate, the gross loss margin realized
significant improvement from 289.4% in 2022 to 61.1% in 2023 and further to
21.6% in the six months ended June 30, 2024.

• Increase in selling and marketing expenses during the Track Record Period: our
selling and marketing expenses increased from RMB28.4 million in 2021 to
RMB69.3 million in 2022, and further to RMB90.1 million in 2023, primarily due
to the increase in the number of employees and the related employee expenses as a
result of our business expansion. Our selling and marketing expenses increased from
RMB44.8 million in the six months ended June 30, 2023 to RMB50.7 million in the
six months ended June 30, 2024, primarily due to an increase in employee expenses,
which was primarily due to the share-based payment expenses related to the RSU
Scheme, and travelling and promotion expenses, as we actively attended trade shows
to expand the market.

• Massive R&D expenses during the Track Record Period: we incurred a significant
amount of R&D expenses during the Track Record Period, amounting to RMB661.7
million in 2021, RMB581.1 million in 2022, RMB348.7 million in 2023, RMB167.9
million in the six months ended June 30, 2023 and RMB145.5 million in the six
months ended June 30, 2024. The significant amount of R&D expenses was
primarily a result of the substantial resources we allocated in developing our
proprietary technologies, including 8-inch GaN-on-Si wafer production and design
technologies, to facilitate ongoing product iteration and improvement in product
efficiency.

Path to Profitability

We expect to improve our financial performance and achieve profitability in the near
future through continual revenue growth, growing economies of scale and improving operating
efficiency.

Achieving Sustained Growth in Revenue

We seek to drive continual overall revenue growth through the following measures:

• Increasing the penetration rate of GaN power semiconductors among the various
downstream applications while reinforcing our robust positioning in the consumer
electronics market. The EVs and the data center industries are poised for significant
growth in the near future. Given the high power density and efficiency of GaN
power semiconductors, we anticipate a surge in demand within these two key
industries, with a CAGR of 216.4% in the EVs industry and 81.0% in the data center
industry, both from 2024 to 2028. Furthermore, the demand for GaN power
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semiconductors in other industries is expected to continue to grow, such as
consumer electronics and renewable energy, with a CAGR of 71.1% and 69.1% from
2024 to 2028, respectively. The projected CAGR and demand growth for GaN power
semiconductors in downstream industries are driven by the need for more efficient
and compact power solutions, tailored to each industry’s characteristics. In EVs, the
demand for longer driving ranges and increased battery capacities leads to higher
adoption rates and increased value of GaN power semiconductors per vehicle. The
data center industry’s growing power demand and need for efficiency and
compactness is expected to boost GaN power semiconductor applications.
Innovative product offerings in various scenarios, especially fast chargers and
adapters, indicate substantial growth potential in consumer electronics will lead to
increasing GaN penetration rate and higher value per device. In renewable energy
and industrial applications, the global rise in energy storage adoption, the
proliferation of 5G base stations and high power consumption drive demand for GaN
power semiconductors. According to Frost & Sullivan, GaN has been adopted and
favored by industry-leading companies as a superior alternative to silicon devices
across the downstream applications. For instance, three globally leading smartphone
manufacturers have launched GaN fast-charging products, a major multinational
automotive OEM and an electrical equipment manufacturer have incorporated GaN
into their charging systems so as to enhance charging efficiency. Notably, our
flagship V-GaN chip was integrated into the battery management systems of
smartphones from a leading manufacturer, marking a milestone in the expanded
application of GaN. In response to the strong demand of GaN power semiconductors
from the downstream applications, we intend to acquire more customers in the EVs
industry, the data center industry and beyond, as well as increasing the penetration
rate of our products, thereby achieving a substantial increase in our revenue in the
coming years.

To increase the penetration rate of GaN power semiconductors in various
downstream applications, we plan to (i) strengthen our cooperation with existing
customers while actively acquiring new customers across various application areas
to support our continued revenue growth, and (ii) increase our production capacity,
proactively planning and expanding to seize market opportunities in downstream
sectors. We place great emphasis on developing and maintaining long-term
relationships with major customers, which are rooted in our established technology
leadership and proven commercialization capabilities. Our 8-inch GaN-on-Si wafer
technologies, full voltage spectrum product portfolio, unique GaN packaging
technologies and robust reliability enable us to promptly and effectively respond to
the highly customized needs of major customers. We established an efficient
communication mechanism with our major customers, which allows us to promptly
address their technical problems while helping them stay informed about our new
products, recognize the advantages of our offerings and expand the application of
our products. Our industrial-scale commercialization assists them in rapidly
bringing innovative products to market. In addition, our approach of early
engagement in the product introduction phase allows us to closely collaborate with
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our customers and gain deeper mutual understanding. These combined efforts
ultimately lead to long-term sustainable customer relationships and enhanced
customer loyalty. In 2021, 2022, 2023 and the six months ended June 30, 2024, we
engaged 12, 21, 22 and eight new direct sales customers, respectively. Based on the
strong market demand, the increase in the number of customers during the Track
Record Period and our on-going negotiations with potential customers, we anticipate
acquiring approximately over 30 more direct sales customers between the second
half of 2024 and the end of 2026. We actively participate in design-ins and secure
design-wins as part of our customer acquisition process. In 2021, 2022, 2023 and the
six months ended June 30, 2024, we secured six, 230, 244 and 244 design-wins,
respectively, illustrating our strong ability to offer tailored products to the customers
and forming a solid foundation for sustained revenue growth. As of the Latest
Practicable Date, 66.7%, 48.3%, 41.9%, and 40.1% of the design-ins in 2021, 2022,
2023 and the six months ended June 30, 2024, were subsequently converted to
design-wins, respectively. The change in the conversion rate was primarily due to (i)
the substantial increase in the number of design-ins we participated in since we
commenced mass production, and (ii) the longer time required for the conversion
process from design-ins to design-wins, based on customers’ product launch
schedules. We expect to secure approximately 185 new design-wins between the
second half of 2024 and the end of 2026, taking into account the cooperations with
existing customers, the growth in the number of design-wins over the Track Record
Period and our ongoing engagement with potential customers. As of the Latest
Practicable Date, we had a backlog of unfulfilled orders totaling approximately
RMB291.4 million, among which, approximately RMB196.4 million of the
unfulfilled order is expected to be fulfilled by 2024, and approximately RMB95.0
million of the unfulfilled order is expected to be fulfilled by 2025. We generally
formulate production schedules based on confirmed orders and production requests
from our customers, considering various factors such as our inventory levels,
production capacity and supplier lead time. Therefore, production of the products in
the unfulfilled orders is planned to be carried out in the ordinary course of business
in 2024 and 2025.

We plan to increase our production capacity from 12,500 wafers per month as of
June 30, 2024 to 70,000 wafers per month over the next five years. This expansion
is in response to the significant growth in GaN downstream application markets and
the increasing penetration of GaN products, which are expected to account for
10.1% of the global power semiconductor market by 2028, up from 0.5% in 2023,
according to Frost & Sullivan. According to the same source, the GaN power
semiconductor market is expected to grow at a CAGR of 98.5% from 2024 to 2028,
driven by increasing demand in sectors such as consumer electronics, EVs,
renewable energy, industrial applications and data centers. Specifically, the GaN
power semiconductor market for consumer electronics and EVs is projected to reach
RMB21,133.3 million and RMB24,636.5 million, respectively, by 2028. The market
for renewable energy and industrial applications is forecasted to grow to
RMB1,577.0 million, while the demand in data centers is expected to rise to
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RMB1,462.0 million by 2028. This reflects the growing need for high-efficiency and
compact power solutions in these sectors. Despite the rapid expansion of our
production capacity during the Track Record Period, the utilization rate of our
production bases continued to improve since we commenced mass production in
2022, reaching 72.8% in the six months ended June 30, 2024. See “— Production —
Production Bases.” With our 33.7% market share in the global GaN power
semiconductor industry as of 2023, and based on increasing design-win projects and
customer acquisitions, we anticipate that utilization will gradually rise to 85% to
90% over the next two years. Considering the robust market expansion and
increasing adoption of GaN products, we expect that demand from new and existing
customers will require an increase in production capacity to 70,000 wafers per
month by 2028. To promptly seize downstream market opportunities, we believe it
is crucial to reserve capacity in advance. We project that the utilization rate of our
expanded production capacity will exceed 90% as we continue to capture
opportunities in high-growth sectors, ensuring our ability to meet the market’s rising
demand for GaN power semiconductors.

We expect to incur additional capital expenditure to cater for the increase in
production capacity. As of June 30, 2024, we had capital commitments related to
property, plant and equipment of RMB52.5 million. We also plan to used net
proceeds from the Global Offering to purchase and upgrade equipment and
machinery for the expansion of production lines at our production bases. See
“Future Plans and Use of Proceeds — Use of Proceeds.”

• Continually enhancing our technologies to develop a broader array of products
in terms of type, including GaN discrete chips and ICs, wafers and modules. With
the expansion of our product offerings to include GaN modules, we developed the
All-GaN modules for battery forming and grading equipment power supplies,
marking a significant advancement for us from providing single chips to complete
power conversion solutions. This not only significantly improved our customers’
manufacturing processes and boosted their production efficiency but also
strengthened customer confidence and promoted broader adoption of our GaN
products. We achieved 32.1% of our total revenue from GaN modules immediately
upon their launch in 2023.

Furthermore, a core strategy of our development is to offer products that cover the
full spectrum of voltage ranges, enabling us to provide tailored solutions for a
variety of downstream applications. Based on the product design process and
progress made during the Track Record Period, we are committed to the
development and optimization of our full voltage spectrum technology platform. For
example, in 2022, we launched our flagship V-GaN chips that streamline OVP
circuits by replacing two silicon MOSFETs with one V-GaN chip. As the world’s
first GaN chip integrated into smartphones, this V-GaN chip has successfully
expanded the application of GaN from fast-charging products to a broader range of
consumer electronics applications. Fueled by this breakthrough, revenue from our
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GaN discrete chips and GaN ICs saw significant growth, with a growth rate of
123.0% from 2022 to 2023 and 141.6% from the six months ended June 30, 2023 to
the six months ended June 30, 2024. We plan to continually upgrade our 40V, 100V
and 150V low-voltage products, as well as our 700V high-voltage products. By
2025, we aim to develop 15V-120V low-voltage products, 700V-900V and 900V-
1200V high-voltage products on the current technology platform, and further
enhance them in 2026. The continual iteration of our products enables us to offer
more competitive products with better performance to our customers. The
diversification and enhancement of our product offerings would also allow us to
meet the diverse needs of our customers, thereby increasing the penetration rate of
GaN power semiconductors among the various downstream applications, driving
order volume and contributing to sustained revenue growth. The global GaN power
semiconductor market is expected to surge at a CAGR of 98.5%, from RMB3,227.7
million in 2024 to RMB50,141.9 million in 2028, and is expected to constitute
10.1% of the global power semiconductor market by 2028.

Since commencing mass production in 2022, we have actively improved our
production processes and efficiency through advanced technologies. These
improvements have enhanced our yield rates, reduced our production costs, and
optimized our internal resource allocation. Benefiting from these advancements, our
product sales increased significantly during the Track Record Period. For example,
we have sold an aggregate of over 185 million GaN discrete chips and ICs during
the Track Record Period, prominently validating our revenue growth momentum.

• Enhancing our marketing activities and marketing efficiency. By continually
investing resources in marketing activities, we aim to broaden the recognition of our
brand across diverse downstream industries and various geographical markets,
thereby diversifying our revenue streams. We plan to set up regional sales teams in
key geographical areas, both in China and overseas.

Narrowed Gross Loss Margin

As our business and revenue grow, we expect to benefit from economies of scale, thereby
leading to significant improvements in gross profit and gross margin. With the increase in
product shipment and the growing economies of scale, depreciation, which is an important
contribution of our cost of sales as a fixed cost, is expected to be greatly diluted in terms of
cost per product shipped. The depreciation and amortization allocated to cost of sales as a
percentage of revenue decreased drastically from 121.2% in 2022 to 46.7% in 2023, and from
47.4% in the six months ended June 30, 2023 to 31.4% in the six months ended June 30, 2024,
as we started to benefit from economies of scale, and we expect this trend to continue. We also
expect our running costs, primarily comprising packaging and testing, material and utilities,
each as a percentage of revenue continues to be further optimized. Therefore, we expect our
gross margin to improve significantly and realize positive gross profit in the near future.
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Improving Operating Efficiency

In terms of operating expenses, we intend to efficiently manage our expenses as a
percentage of our total revenues and expect margin improvements from economies of scale and
enhanced operating efficiency.

• Specifically, selling and marketing expenses as a percentage of revenue decreased
significantly from 50.9% in 2022 to 15.2% in 2023, and from 14.6% in the six
months ended June 30, 2023 to 13.1% in the six months ended June 30, 2024. We
expect to experience continual improvement of marketing efficiency, benefiting
from our established brand name, solid industry reputation and diverse product
offerings. In particular, the recognition of GaN products and our brand name in
downstream applications will help reduce our promotion expenses and the expenses
associated with new customer acquisition. At the customer level, sales to customers
with large purchasing needs are expected to account for an increasing proportion of
our total sales, and the growing number of distributors will effectively drive up our
sales while reducing selling and marketing expenses as a percentage of revenue.
Additionally, benefiting from the expansion of downstream applications for GaN
products, our well-trained and stable sales and marketing team will bring us more
sales while facilitating a decrease in employee expenses as a percentage of revenue.

• Our R&D efficiency improved significantly during the Track Record Period, as
shown by the decrease in engineering test expenses as a percentage of both revenue
and R&D expenses. Engineering test expenses as a percentage of revenue decreased
from 724.0% in 2021 to 266.1% in 2022, further to 15.8% in 2023, and from 14.4%
in the six months ended June 30, 2023 to 5.7% in the six months ended June 30,
2024. As a percentage of R&D expenses, engineering test expenses decreased from
74.6% in 2021 to 62.4% in 2022, further to 26.8% in 2023, and from 26.4% in the
six months ended June 30, 2023 to 15.5% in the six months ended June 30, 2024.
As our technologies mature and the yield rate of our product offering continues to
improve, we expect a higher R&D efficiency with a decrease in the engineering test
expenses. During the Track Record Period, the R&D expenses as a percentage of
revenue improved significantly from 970.0% in 2021 to 426.7% in 2022, to 58.8%
in 2023, and from 54.5% in the six months ended June 30, 2023 to 37.7% in the six
months ended June 30, 2024. We expect these trends to continue, as (i) we strive to
optimize and standardize our R&D process and methods to improve R&D efficiency,
which includes developing a platform to facilitate rapid production of our
full-voltage product portfolio and implementing wafer-level testing to shorten
development cycles and costs, and (ii) our R&D team was well-established and will
remain relatively stable in the near future, leading to a decrease in employee
expenses as a percentage of revenue.

• Furthermore, we expect more effective management of our administrative expenses
through the optimization of our team structure and enhanced efficiency within our
management team.
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We thus expect to achieve a better operating efficiency with our control over the operating
expenses.

Improving Cash Flow Performance

Our net cash used in operating activities experienced significant improvements,
decreasing from RMB936.3 million in 2022 to RMB593.6 million in 2023, and from
RMB240.9 million in the six months ended June 30, 2023 to RMB155.5 million in the six
months ended June 30, 2024. Our approach to working capital management has led to
significant improvements in operating cash flow at the net profit level. Depreciation and
amortization as well as other fixed costs, including engineering and maintenance expenses and
manufacturing labor costs as a percentage of revenue, decreased during the Track Record
Period, improving our gross margin and operating efficiency. Specifically, depreciation and
amortization allocated to cost of sales as a percentage of revenue decreased from 121.2% in
2022 to 46.7% in 2023, and from 47.4% in the six months ended June 30, 2023 to 31.4% in
the six months ended June 30, 2024. Engineering and maintenance expenses allocated to cost
of sales as a percentage of revenue decreased from 123.2% in 2021 to 99.4% in 2022, which
further decreased to 48.4% in 2023. It also decreased from 48.7% in the six months ended June
30, 2023 to 28.1% in the six months ended June 30, 2024. Manufacturing labor costs allocated
to cost of sales as a percentage of revenue decreased from 13.2% in 2021 to 11.1% in 2022,
further to 4.7% in 2023, and from 5.4% in the six months ended June 30, 2023 to 2.3% in the
six months ended June 30, 2024.

We implement proactive measures to control our cost of sales. For instance, based on
comprehensive market research and inquiries, we select suppliers who can ensure quality and
offer more competitive prices through bidding processes. Additionally, we continuously
evaluate and test secondary and tertiary suppliers for the same raw materials, striving to reduce
procurement costs. As we adopted measures to enhance cost efficiency and achieve economies
of scale, the total of material costs, utilities costs and packaging and testing costs among cost
of sales as a percentage of revenue decreased consistently since 2022, from 96.7% in 2022 to
53.8% in 2023, and from 67.8% in the six months ended June 30, 2023 to 42.7% in the six
months ended June 30, 2024.

In addition to benefiting from economies of scale, we seek to develop more cost-effective
alternative materials while ensuring product quality and optimize production processes to
reduce material consumption, thereby continuously lowering material costs as a percentage of
revenue. For example, in our production process, we optimized the cleaning procedure by using
cost-effective inorganic acids instead of organic acids, achieving consistent cleaning results.
By refining the photolithography coating process, we significantly reduced the consumption of
photoresist. We actively promote energy saving and optimize the operational systems within
our production facilities to reduce energy consumption. We also enhanced water recovery
efficiency through the implementation of water storage systems and wastewater recycling
systems. In terms of packaging and testing costs, we introduced cost-effective packaging
materials, such as lead frames, molding compounds, silver paste and copper wire. Through
technological improvements, we enhance yield rates, thereby reducing testing requirements.
Additionally, we establish deep strategic partnerships with suppliers and adopt competitive
bidding to reduce the procurement costs of packaging and testing services.
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In addition, improvements in trade receivable turnover days and trade payable turnover
days further highlight our effective management strategies. Specifically, our trade receivables
turnover days decreased from 201.4 days in 2021 to 134.7 days in 2022, which further
shortened to 132.5 days in 2023, and remained relatively stable at 133.2 days in the six months
ended June 30, 2024. Our trade payable turnover days decreased from 111.9 days in 2021 to
71.1 days in 2022, and then to 34.2 days in 2023 and remained stable at 34.2 days in the six
months ended June 30, 2024. With our expecting business scale, growing economies of scale,
improving operating efficiency and more effective management of our working capital, we
expect a further improvement in our operating cash flow, leading to net operating cash inflow
in the near future.

In 2023, we achieved net cash generated from investing activities amounting to
RMB338.2 million, a notable improvement compared to net cash used in investing activities of
RMB2,114.9 million and RMB93.8 million in 2021 and 2022, respectively. These previous
outflows were largely due to significant capital expenditures incurred from the purchase of
production equipment. In the six months ended June 30, 2024, our net cash used in investing
activities was RMB308.6 million. This was primarily due to a shift from equipment
procurement to investments in negotiable certificates of deposit and increased purchases of
wealth management products, mainly structured deposits, to optimize the use of our funds.
Going forward, with our core production facilities now established, we plan to expand our
production capacity prudently and efficiently, ensuring a well-managed investing cash flow.

In summary, the loss for the period incurred during the Track Record Period reflect our
strategic focus on growth, technological enhancement and the expansion of our product
portfolio, all of which pave the way for long-term profitability. As our technologies mature and
our product offering continues to expand, we are poised to meet the diverse needs of our
downstream customers and drive further revenue growth. Moreover, with the growing
economies of scale, rigorous cost control measures and ongoing improvements in operating
efficiency, we anticipate significant improvements in margins that will underpin our long-term
sustained profitability while we expect to incur gross loss and net loss in 2024.

Based on the foregoing and considering that our financial resources, demand from our
customers in the foreseeable future, proactive expansion plan and the industry growth rate of
various down-stream applications, our Directors are of the view that our Group has a
sustainable business. Based on the due diligence conducted by the Joint Sponsors, nothing
material has come to the Joint Sponsors’ attention that would cause them to cast doubt on the
Directors’ view on the sustainability of our Group. The foregoing forward-looking statements
are based on numerous assumptions regarding our present and future business strategies and
the environment in which we will operate in the future. These forward-looking statements are
subject to risks, uncertainties and other factors, some of which are beyond our control, which
may cause the actual results, performance or achievements, or industry results, to be materially
different from any future results, performance or achievements expressed or implied by the
forward-looking statements. For related risks, see “Forward-looking Statements” section in this
Prospectus.
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PROPERTIES

Owned Properties

We own and occupy certain land parcels and buildings in the PRC for our business
operations. These owned properties are used for non-property activities as defined under Rule
5.01(2) of the Listing Rules. As of the Latest Practicable Date, we owned two land parcels with
a total site area of 174,361.0 sq.m. and 11 properties with a total gross floor area of 157,447.57
sq.m. in the PRC. These properties are primarily used as our production facilities, warehouses
and offices to support our business operations.

Except for the property interests described in the valuation report prepared by Jones Lang
LaSalle Corporate Appraisal and Advisory Limited, our Group has no other owned single
property interest that forms part of our non-property activities that has a carrying amount of
15% or more of total assets pursuant to Rule 5.01B(2)(b) of the Listing Rules. For details,
please refer to the valuation report in Appendix III to this prospectus. See “Risk Factors —
Risks Relating to Our Industry and Business — Our property valuation is based on certain
assumptions which, by their nature, are subjective and uncertain and may materially differ from
actual results.”

Our PRC Legal Advisor confirmed that, as of the Latest Practicable Date, we had obtained
the real property title certificates and other relevant land use rights certificates of the above two
land parcels and five properties.

Leased Properties

As of the Latest Practicable Date, we leased seven properties with an aggregate gross
floor area of approximately 5,379.7 sq.m. in the PRC for use as our offices and employee
dormitories.

We have taken proactive steps to register these lease agreements. As of the Latest
Practicable Date, we completed the registration of three lease agreements for the above leased
properties. As the registration of a lease agreement requires the cooperation between the lessor
and lessee, and lessors are typically unwilling to undertake the administrative burden, we were
not able to complete the registration of the remaining lease agreements. As of the Latest
Practicable Date, we were in active communication with our lessors and will take all
practicable and reasonable steps to ensure that these lease agreements are registered. Pursuant
to the applicable laws and regulations in China, property lease agreements for leased properties
must be registered with the relevant real estate administration bureaus in China. As advised by
our PRC Legal Advisor, the lack of registration does not affect the validity and enforceability
of the lease agreements, but we may be subject to fines from RMB1,000 to RMB10,000 for
each such lease agreement for failure to register. Our PRC Legal Advisor advises that, if the
lease registration can be completed in accordance with relevant laws and regulations within a
reasonable time from the date of application or the prescribed time limit ordered by the
competent governmental authorities, the risk of governmental authorities imposing a material
penalty on us with respect to these leased properties is remote.
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EXPORT CONTROL IMPLICATIONS

U.S. Export Control Implications

Under the United States Export Administration Regulations (“EAR”), a license from the
U.S. Department of Commerce, Bureau of Industry and Security (“BIS”) is required for the
export, re-export or in-country transfer of any items (including commodities, software, and
technology) subject to the EAR. Items subject to the EAR include not just U.S.-made items or
items physically made in the U.S., but also certain foreign-made commodities, software and
technology. As advised by our Export Control Consultant, the following U.S. export control
restrictions are not likely to have any material adverse effect on our business operations and
financial conditions, for the reasons set forth below.

Supercomputer and Semiconductor Manufacturing End Use Restrictions

As advised by our Export Control Consultant, the Supercomputer and Semiconductor
Manufacturing End Use restrictions (as defined below) are the primary measures imposed by
the U.S. to deny China access to certain semiconductor and advanced computing technology
and to inhibit China’s ability to manufacture those items domestically in order to protect U.S.
national security and foreign policy interests. Effective from October 2022, the new Section
744.23 of the EAR, known as the “Supercomputer and Semiconductor Manufacturing End Use
restrictions,” imposes license requirements where an exporter, reexporter or transferor knows
or has reason to know that certain items subject to the EAR are intended for a “supercomputer”
end-use or are intended for semiconductor manufacturing end-uses, on a staggered basis.

As advised by our Export Control Consultant, (i) given the nature of the items we
procured and the products we produce, the intended end-use of our products, and our strict
compliance with the U.S. Export Controls, the Supercomputer And Semiconductor
Manufacturing End Use restrictions do not likely to have a material impact on our business
operation and financial positions, or result in any violations of the EAR by our Company; (ii)
the activities of Dr. Luo and Mr. Son are unlikely to implicate the Supercomputer and
Semiconductor Manufacturing End Use restrictions or U.S. export controls on deemed export;
and (iii) other than certain items classified 3B001.A (“3B001.A items”) that we were
authorized to procure described hereinbelow, we did not procure any items subject to the EAR
that would require a license for the relevant supplier to sell to our Group during the Track
Record Period. For the 3B001.A items that we procured from one supplier in Germany during
the Track Record Period which are controlled by relevant export control restrictions, the
relevant supplier was required to obtain export licenses from the competent agency to export
to our Group any items controlled for national security and regional stability reasons. The
relevant supplier has obtained relevant licenses from the Federal Office for Economic Affairs
and Export Control (“BAFA”), as the central licensing authority responsible for the
administrative implementation of the German Federal Government’s export control policy, to
conduct such exports in compliant with requirements under the EAR. During the Track Record
Period, we have procured 1,349, 301, 579 and 216 3B001.A items, respectively, primarily
including epitaxial equipment which we paid in 2021 totaling approximately RMB221.8
million, and components used in epitaxial equipment. The purchase amount of such 3B001.A
items was approximately RMB245.7 million, RMB4.4 million, RMB0.7 million and RMB0.2
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million in 2021, 2022, 2023 and the six months ended June 30, 2024, respectively, accounting
for 13.7%, 0.5%, 0.1% and 0.1% of our total purchases in the respective periods. In particular,
the procurements of equipment, primarily undertaken during the mass production and capacity
ramp-up phases, are not part of our regular purchasing activities and are not expected to have
any material impact on our ongoing business operations. We are able to source alternatives at
comparable prices if the Germany supplier fails to obtain the export licenses for the supply of
aforementioned items to us.

Outbound Investment Program

As advised by our Export Control Consultant, the Provisions Pertaining to U.S.
Investments in Certain National Security Technologies and Products in Countries of Concern
(the “Final Rule”), which will become effective in January 2025, is the primary restriction to
impact new investments by U.S. persons in specified sectors (including semiconductors and
microelectronics) in “countries of concern,” anticipated to include the PRC, Hong Kong and
Macau.

On August 9, 2023, the Biden Administration issued the Executive Order on Addressing
United States Investments in Certain National Security Technologies and Products in Countries
of Concern (“Reverse CFIUS EO”) granting the U.S. government the authority to establish and
enforce an outbound investment screening regime (“Outbound Investment Program”). The
Outbound Investment Program, pursuant to forthcoming implementing regulations, will (i)
require U.S. persons to notify the Department of the Treasury of certain transactions and (ii)
prohibit U.S. persons from engaging in other transactions, in both cases related to certain
Chinese parties that are engaged in subsets of three advanced technology sectors: (a)
semiconductors and microelectronics; (b) quantum information technologies and (c) certain
artificial intelligence (“AI”) systems. Alongside the Reverse CFIUS EO, the U.S. Department
of the Treasury issued an Advance Notice of Proposed Rulemaking (“ANPRM”), which details
the intended scope of the outbound investment program and solicits input from the public in
order to engage stakeholder participation in the rulemaking process. On October 28, 2024, the
Department of the Treasury issued the Final Rule to implement the President’s Order of August
9, 2023.

As advised by our Export Control Consultant, considering that the U.S. Department of the
Treasury does not propose to apply the Final Rule retroactively, existing investments made by
U.S. persons in our Company (including investment by Dr. Luo) or investments made before
the implementation of the forthcoming regulations are not expected to be affected. Moreover,
as the Final Rule targets U.S. persons “investing” in specified sectors, it will not affect Dr. Luo
and Mr. Son’s positions as key management personnel in our Company. Following the
completion of the Global Offering, upon effectiveness of the Final Rule, it is expected that U.S.
persons will be able to invest in our H Shares based on the publicly traded securities exception
under the Final Rule as long as the investment made do not afford a U.S. person certain rights
that are not standard minority shareholder protections. However, the Final Rule nonetheless
may increase the compliance burden of U.S. investors and affect investor sentiment. See “Risk
Factors — Risks Relating to Our Industry and Business — Our business, financial condition
and results of operations may be materially and adversely affected by international policies and
international export controls and economic sanctions.”
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PRC Export Control Implications

Effective July 3, 2023, the Ministry of Commerce and the General Administration of
Customs of the PRC issued the “Announcement of the Ministry of Commerce and the General
Administration of Customs on Export Control of Gallium and Germanium-Related Items” (the
“Announcement No. 23”), which lists certain gallium and germanium-related items subject to
export control. On December 3, 2024, the Ministry of Commerce issued the “Announcement
on Strengthening Export Control of Relevant Dual-Use Items to the United States” (the
“Announcement No. 46”), which strengthens the control over export of dual-use items
(including gallium relevant dual-use items) to the United States. See “Regulatory Overview —
Regulations on Product Quality and Import and Export Trade.” As advised by our PRC Legal
Advisor, as of the Latest Practicable Date, considering that (i) we primarily procured
trimethylgallium for production, as gallium is not a direct raw material used in our production,
and manufactured GaN product is not expressly set out in Announcement No.23 or
Announcement No. 46, and (ii) our main business does not include the export of any items
listed in the Announcement No. 23, nor does it include any export of dual-use items to the
United States listed in the Announcement No. 46, Announcement No. 23 and Announcement
No. 46 are not expected to have material adverse impact on our business, financial condition
and results of operations.

Internal Control Measures

To ensure compliance with export control regulations and avoid any risks related to
export violations, we have established comprehensive internal control measures in line with
international and domestic legal requirements:

• Policy Framework: We have implemented an Export Control Compliance Policy
Statement (�•���y�M�S�¥�•�A
��J�ü�‘ ) that mandates compliance with the export
control laws and regulations of China, the United States, and other applicable
jurisdictions by all employees and management personnel. In addition, we have
formulated an Export Compliance Manual (�•���y�¥�•�Ó���‘ ) and a Standard
Operating Procedures for Export Control (�•���y�M�S�z�_�Á�*�Ó���‘ ), which set
forth detailed operational procedures for export compliance reviews, product
classification applications, minimum percentage calculations, export license
application processes, and non-compliance reporting procedures.

• Organizational Structure: We have set up an Export Compliance Committee
composed of department heads from Legal, Audit, Sales and Marketing, Supply
Chain, R&D, HR, and IT. This committee convenes quarterly to discuss export
compliance matters. The Export Compliance Manager is responsible for enhancing
compliance strategies, providing comprehensive and up-to-date training, and
reporting regularly to senior management on the effectiveness of these measures.
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• Internal Operations: To ensure strict adherence to legal requirements, we have
established detection, identification, prevention, and correction mechanisms at
critical points in our business processes. These mechanisms are integrated into the
control of products, supply materials, capital equipment, technology, and personnel.
Furthermore, we proactively classify self-developed products through BIS and
mitigate export control risks in advance. Projects identified as carrying export
control compliance risks are assessed under the Export Compliance Proposal
Management Measures (�•���y�¥�•�d�é�M�#�l�,�‘ ), and proposals are submitted
via an Export Compliance Proposal Form to the Export Compliance Committee,
which determines whether a license or other specific decision is required for the
collaboration.

• External Collaboration: We conduct thorough due diligence on the materials,
equipment, and technology provided by suppliers. Suppliers are required to
complete a “U.S. Export Control Compliance Survey” and provide relevant product
information, including ECCN classifications. Similarly, for products sold to
customers, we require them to sign a U.S. Export Control Compliance Commitment
Letter.

By implementing these robust internal control measures, we aim to ensure full
compliance with export control regulations, safeguard our business operations, and mitigate
any potential legal risks.

LICENSES, APPROVALS AND PERMITS

As of the Latest Practicable Date, as advised by our PRC Legal Advisor, we had obtained
all material licenses and permits required for our business operations in the PRC, and such
business licenses had remained in full effect.

LEGAL PROCEEDINGS AND COMPLIANCE

Legal Proceedings

In the course of general business operations, we may be involved in contract disputes,
litigation or other legal procedures, including claims of alleged infringement of intellectual
property rights and share transfer disputes. During the Track Record Period and up to the Latest
Practicable Date, we were subject to several litigation matters against us, including litigation
from two competitors concerning potential intellectual property infringement by certain of our
products (together, the “IP Legal Proceedings”) and litigation against us, Dr. Luo, Dr. Wu
Jingang (“Dr. Wu”, our executive Director and chief executive officer), and Mr. Zhong Shan
(“Mr. Zhong”, our executive Director and chief financial officer), the details of which are set
forth below. Such proceedings or claims, regardless of merit, may prevent, limit, or interfere
with our production, use, development, sales, or marketing, and could therefore disturb our
daily operations and distract our management. See “Risk Factors — Risks Relating to Our
Industry and Business — Our business depends on our ability to protect our intellectual
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property rights, and we may be subject to intellectual property infringement and other claims
by third parties in the PRC or other jurisdictions, which, if successful, could cause us to pay
significant damages and incur other costs.” and “Risk Factors — Risks Relating to Our
Industry and Business — We are subject to risks relating to litigations and disputes with
employees, competitors, business partners or other parties, which could adversely affect our
business, financial condition, results of operations and prospects.”

EPC Cases

EPC ITC Case

Background

In May 2023, Efficient Power Conversion Corporation (“EPC”) initially alleged
infringement of four patents, namely, U.S. Patent No. 8,350,294 (the “’294 patent”); U.S.
Patent No. 8,404,508 (the “’508 patent”); U.S. Patent No. 9,748,347 (the “’347 patent”);
and U.S. Patent No. 10,312,335 (the “’335 patent”) at the United States International
Trade Commission (“ITC”). These patents are related to packaging for certain GaN
HEMT devices and methods of making the same.

Current Status

During the ITC investigation, EPC withdrew the claims on the ’347 and ’335
patents, but continued to assert three claims of the ’294 patent and one claim of the ’508
patent. On November 7, 2024, the ITC issued its final determination (the “Final
Determination”). Pursuant to which, we obtained a favorable ruling as to the ’508 patent,
where the Final Determination found that there was no violation by us. As to the ’294
patent, the Final Determination found that (i) one claim is invalid, so there is no violation
by us with respect thereto; and (ii) there was violation by us with respect to the other two
claims because they are allegedly valid and infringed.

Based on the Final Determination regarding the ’294 patent, the ITC has issued (i)
a limited exclusion order, prohibiting the importation of our infringing products into the
U.S.; and (ii) cease-and-desist orders, prohibiting sales of our infringing products within
the U.S. after importation (the limited exclusion order and the cease-and-desist orders,
together, as the “Remedial Orders”). The ITC’s Final Determination is subject to a 60-day
presidential review period which ends on January 6, 2025, during which current president
may indicate disapproval of the exclusion order. If the 60-day period lapses without
presidential action, the ITC’s determination becomes final.

However, as we disagree with the ITC’s Final Determination regarding the two
claims of the ’294 patent where violations were found, we plan to appeal to the U.S. Court
of Appeals for the Federal Circuit. The deadline for filing the appeal is March 7, 2025.
Meanwhile, we have filed petitions for inter partes review (“IPRs”) with the United States
Patent and Trademark Office (“USPTO”) to challenge the validity of all four of the
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originally asserted patents by EPC, namely, the ’294, ’508, ’347 and ’335 patents.
Although EPC withdrew its infringement claims on the ’347 and ’335 patents at the ITC,
we continue to challenge at the USPTO the validity of all originally asserted patents,
including the ’347 and ’335 patents. The IPRs have been instituted by the USPTO. In the
USPTO’s decisions on instituting all four IPRs, it concluded that “there is a reasonable
likelihood that Petitioner [InnoScience] would prevail with respect to at least one of the
claims challenged in the Petition.” As advised by our IP litigation counsel, if we secure
final determinations from the USPTO in the IPR proceedings that invalidate the ’294
patent, the ITC could stay the Remedial Orders, even if issued. We expect to receive the
USPTO’s final determinations on the four IPRs by March 2025.

Analysis of Potential Impact

As advised by our IP litigation counsel, in the unlikely event that the USPTO issues
an adverse decision in the IPRs invalidating the challenged patent claims brought by us,
we have several options to maintain our position, including filing for rehearing with the
Patent Trial and Appeal Board, appealing in court, and filing for ex parte re-examination
with the USPTO.

In the unlikely event that the USPTO issues an adverse decision in the IPRs
invalidating the challenged patent claims brought by us, and the U.S. Court of Appeals for
the Federal Circuit also rules adversely, finding violation by us regarding the two claims
of the ’294 patent, we will implement the design-around solution that has been in place
to mitigate or avoid any negative impact.

We are actively implementing our design around solution which deploys approaches
other than the compensated GaN layer to achieve the same level of product performance,
mitigating the potential effects brought by the Final Determination. We have conducted
extensive testing on the prototype products generated from the solution, the result of
which has proved that the core indicators such as conductivity have met the expected
benchmarks of the original products. Concurrently, we are optimizing our manufacturing
process to align with the requirements of the design around solutions and have initiated
third-party verification testing for these prototype products. Mass production of the
design-around products is anticipated to commence in January 2025.

On the grounds that (i) we have already had a design-around solution in place to
address the Remedial Orders. The solution, which is expected to take approximately two
months to fully deploy at an estimated cost of RMB500 thousand, is expected to mitigate
any potential disruption brought about by the Remedial Orders without materially
impacting our operations or financial condition; (ii) as advised by our IP litigation
counsel and PRC Legal Advisor, the ITC’s Final Determination does not have any
extra-territorial effect outside the U.S. and therefore does not impact our operations in the
PRC or any other non-U.S. jurisdictions; (iii) the ITC’s Final Determination has no
binding effect on the USPTO or the U.S. District Court for the Central District of
California, and in particular, the USPTO will independently review the patents’ validity
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without regard to the ITC’s findings; and (iv) as advised by our IP litigation counsel, the
Remedial Orders addressed to us would not affect the ability of third-party customers to
import downstream products that incorporate our products into the U.S. as no third party
was named in the investigation, thus mitigating the impacts on the sales of our products
to customers, our Directors are of view that the ITC’s Final Determination does not have
any material adverse impact on our business, financial condition and results of operations.

EPC California Case

Background

In May 2023, EPC asserted the same four patents as those initially asserted in the
ITC case in the U.S. District Court for the Central District of California. As such, the
legal proceeding involved the same set of products as involved in the EPC ITC case.

Current Status

As of the Latest Practicable Date, the California case was stayed pending the
resolution of the ITC case (which includes exhaustion of all appeals). Once the ITC case
concludes, both parties are required to notify the district court, and the district court can
lift the stay. Upon reactivation of the case, we will vigorously defend our non-
infringement and invalidity positions.

EPC has asked the district court to issue a permanent injunction and award monetary
damages. However, developments regarding potential monetary amounts of damages for
the EPC California case had not occurred as of the Latest Practicable Date.

Analysis of Potential Results

As advised by our IP litigation counsel, the ITC’s Final Determination should have
no impact on the EPC California case, on the grounds that (i) the California court is not
bound by the ITC’s decision and will make its own independent finding. Should the
USPTO invalid the ’294 patent in response to the Company’s IPR filings by March 2025,
the ITC may stay its Remedial Orders, effectively removing EPC’s valid patent basis for
pursuing the California case; (ii) we have cited prior art that discloses the claim term
“compensated GaN layer” in the ’294 patent under the Office of Unfair Import
Investigations’ (“OUII”) construction(1), which would render the patent invalid due to
obviousness; and (iii) our products do not include the “compensated GaN layer” under
OUII’s construction, supporting our position of non-infringement.

(1) The ITC’s Final Determination regarding the validity of two claims of the ’294 patent is based on its adopted
OUII’s construction of the claim term “compensated GaN layer.”
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In the unlikely event that the USPTO issues an adverse decision in the IPRs
invalidating the challenged patent claims brought by us, and an adverse ruling is issued
by the U.S. District Court for the Central District of California, granting injunctive relief
and awarding monetary damages, we have already had a design-around solution in place
for the ’294 patent to mitigate or avoid any negative impact. Moreover, our IP litigation
counsel is of the view that our potential exposure to economic outflow due to any
injunction or damages award is likely remote, because we are more likely than not to
prevail in this case and our volume, revenue and profits of sales in the U.S. for the
accused products during the Track Record Period were small (contributing to less than 1%
of our total revenue during each period of the Track Record Period).

Infineon Cases

Infineon California Case

Background

In March 2024, Infineon Technologies Austria AG (“Infineon”) filed a complaint
with the U.S. District Court for the Northern District of California (“NDCA”) asserting
certain of our packaged GaN transistors infringe a single U.S. patent, namely, the U.S.
Patent No. 9,899,481 (the “’481 patent”). We petitioned the USPTO for IPR of the
validity of the ’481 patent and requested that the USPTO invalidate all claims of the ’481
patent.

On July 23, 2024, Infineon filed an amended complaint in the NDCA, adding three
additional patents to the case, namely, U.S. Patent No. 8,686,562 (the “’562 patent”),
9,070,755 (the “’755 patent”), and 8,264,003 (the “’003 patent”). The asserted patents are
related to the packaging for certain packaged devices and gate driver circuits. We firmly
deny each of Infineon’s newest allegations of patent infringement.

Current Status

On August 30, 2024, the presiding district court judge issued an order staying all
proceedings in the Infineon California case, due to the pending Infineon ITC case (see
below). Before the stay, no substantial activities had yet occurred in the Infineon
California case. As the Infineon California case remains in its early stage and was stayed
as of the Latest Practicable Date, no developments regarding potential monetary amounts
of damages for the Infineon California case have occurred as of the same date.
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Analysis of Potential Results

Our IP litigation counsel is of the view that we are more likely than not to prevail
in this case because (i) it is hard for Infineon to meet all the requirements to establish a
violation of the relevant U.S statute or that it is entitled to any relief; and (ii) we have
solid grounds to prove the invalidity of the asserted patents as illustrated below in the
Infineon ITC case.

Our IP litigation counsel is of the view that our potential exposure to economic
outflow due to any injunction or damages award is likely remote, because we are more
likely than not to prevail in this case and our volume, revenue and profits of sales in the
U.S. for the accused products during the Track Record Period were small (contributing to
less than 1% of our total revenue during each period of the Track Record Period). In the
unlikely event of an adverse ruling we have design-around options available that we can
exercise to mitigate or avoid any negative impact.

Infineon ITC Case

Background

On July 26, 2024, Infineon filed a lawsuit at the ITC and asserted the same four
patents asserted in the Infineon California case, namely, the ’481 patent, the ’562 patent,
the ’755 patent and the ’003 patent. As such, the legal proceeding involved the same set
of products as involved in the Infineon California case. As with the Infineon California
case, we firmly deny each of Infineon’s allegations of patent infringement as well as the
validity of each asserted patent. As of the Latest Practicable Date, the Infineon ITC case
was still at its early stage.

Current Status

On August 27, 2024, the ITC issued a notice of institution of the investigation and
assigned an Administrate Law Judge. The target date for completion of the ITC
investigation is expected to be around March 2026. We have filed IPRs against all four
of the asserted patents by Infineon. On December 11, 2024, the USPTO issued a decision
not to institute the IPR for the ’481 patent. Decisions on whether to institute IPRs for the
remaining three patents are still pending as of the date of this prospectus. We intend to
pursue other available avenues at the USPTO to challenge the validity of the ’481 patent.

Analysis of Potential Results

Based on initial assessment, our IP litigation counsel is of the view that we are likely
to obtain a favorable ruling in the ITC case, given that (i) it is hard for Infineon to meet
all the requirements to establish a violation of the relevant U.S statute or that it is entitled
to any relief; (ii) we have solid grounds to prove the invalidity of the ’481 and ’755
patents due to insufficient written description and obviousness, supported by substantial
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prior art such as printed publications and prototype systems. We are also actively
uncovering other prior art systems to invalidate the ’562 and ’003 patents; and (iii)
Infineon’s products lack domestic industry relating to the asserted patent. For the above
reasons, our IP litigation counsel is of the view that the chances of us to receive an
adverse ruling in the Infineon ITC case are relatively low. As advised by our IP litigation
counsel, the USPTO’s decision on ’481 patent is unlikely to have any material adverse
effect on the Infineon ITC case or the Infineon California case, as the decision is not a
vindication on the ’481 patent’s validity, and we can continue to challenge its validity
through other available avenues at the USPTO, ITC and NDCA.

In addition, it is also important to note that, as advised by our IP litigation counsel,
the Infineon ITC case has no effect on our current ability to deliver accused products. The
lawsuit also only concerns a fraction of our products, thus excluding from impact at least
unpackaged transistors and wafers, integrated solutions, bi-directional devices, mid-
voltage devices and certain packaged transistors.

Nonetheless, in an unlikely event that we failed to obtain a favorable ruling on this
case, the ITC may choose to issue one or both of the following remedial orders: (i) a
limited exclusion order, barring from entry in the U.S. any of the infringing products; and
(ii) a cease-and-desist order, barring us from selling off imported infringing products
within the U.S. However, unlike U.S. district courts, the ITC has no authority to award
any monetary damages, thus none would be issued.

In the unlikely case of an adverse ruling, we have various options to mitigate or
eliminate any negative impact caused by it. In addition to the design-around options
mentioned in Infineon California case above, we may also appeal the ITC’s ruling to the
U.S. Court of Appeals for the Federal Circuit, which, if it sides with us, will reverse ITC’s
ruling and nullify any remedial orders. As another example, we already filed IPRs at the
USPTO challenging the validity of all four of the asserted patents by Infineon. If we
secure IPR final determinations that invalidate all the asserted claims before the ITC
issues a final decision finding a violation, the ITC could suspend any remedial orders
upon our request.

Infineon Germany Case

Background

On June 12, 2024, Infineon also filed lawsuits in Germany with the Munich
(German) Court, asserting infringement of three patents, namely, DE102017100947 (the
“’947 patent”), DE102017103054 (the “’054 patent”) and DE102014113465 (the “’465
patent”). The ’947 patent is the German counterpart of the ’481 patent from the Infineon
California case. These patents are related to the packaging for certain high-voltage
packaged HMPT devices, which in aggregate contributed less than 0.1% of our total
revenue during the Track Record Period. As with the Infineon California case and
Infineon ITC case, we deny and oppose Infineon’s allegations of patent infringement as
well as the validity of each asserted patent.
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Current Status

Developments regarding potential monetary amounts of damages for the Infineon
Germany case had not occurred as of the Latest Practicable Date. A trial is expected to
be schedule in the summer of 2025, with specific date to be determined.

Analysis of Potential Results

Based on the current information, our IP litigation counsel is of the view that we are
more likely than not to prevail in the Infineon Germany case, given that we have
substantial grounds to assert that the accused products do not constitute infringement, and
there is ample evidence proving the invalidity of the asserted patents due to missing
novelty or lack of inventive step over existing patents, internet publications or product
data sheets. In addition, our IP litigation counsel is of the view that our potential exposure
to economic outflow due to any injunction or damages award is likely remote, because we
are more likely than not to prevail in this case and our volume, revenue and profits of
sales in Germany for the accused products during the Track Record Period were small
(contributing to less than 0.1% of our total revenue during each period of the Track
Record Period). It is also important to note that the German lawsuits only concern a small
fraction of our packaged high-voltage (650V-700V) GaN transistors and do not affect the
vast majority of our other products, including unpackaged transistors and wafers,
low-voltage devices, integrated solutions, bi-directional devices, mid-voltage devices,
and certain packaged transistors. The lawsuits in Germany also have no effect on our
current ability to deliver products.

Nonetheless, in an unlikely event that we failed to obtain a favorable ruling on this
case, the Munich (German) Court may issue one or more of the following: (i) a permanent
injunction, prohibiting us from offering and/or placing into circulation and/or importing
the accused products into Germany; (ii) an order to disclose information on our delivery
chain and rendering of accounts; and/or (iii) damages and pre-grant compensation based
on past sales of accused products. In the unlikely event of an adverse ruling, we can
exercise design around options to mitigate or avoid any negative impact.

Analysis on Impacts of IP Legal Proceedings

Our Directors and senior management were not personally involved in the aforementioned
IP proceedings, nor did they knowingly engage in designing or selling the disputed products
that could lead to IP infringement. As advised by our IP litigation counsel, our Directors and
senior management are not personally liable for the outcomes of these IP proceedings. In
addition, considering (i) the ITC has no authority to award any monetary damages, thus none
would be issued; (ii) developments regarding potential monetary amounts of damages for the
EPC California case, Infineon California case and Infineon Germany case had not occurred as
of the Latest Practicable Date; (iii) in the case of an unfavorable ruling, our design-around
costs for each patent would be approximately RMB500.0 thousand (including the labor cost
and R&D expenses calculated based on historical project expenses), and our design-around
process typically takes around two months to complete; and (iv) the historical revenue
contribution by the involved products in the U.S. and Germany, where applicable; the
maximum financial impact of these IP Legal Proceedings on our Company would be no more
than RMB4.0 million in aggregate.
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As advised by our IP litigation counsel, decisions from the ITC, U.S. district courts and
Munich (German) Court do not have a direct extra-territorial effect outside the respective
countries as patent laws are inherently territorial. While determined based on each country’s
own law, the ITC or other courts’ rulings would have no extra-territorial effect and have no
collateral damage in other jurisdictions, including the PRC. For the U.S. district courts and ITC
proceedings, the patents involved are U.S. patents, and thus the rulings are only enforceable in
the U.S. An adverse ruling would not impact our ownership of or right to use the disputed
technology in non-U.S. jurisdictions. As advised by our IP litigation counsel, a similar analysis
holds for the German patents asserted in Germany. In addition, as advised by our PRC Legal
Advisor, decisions from the ITC do not have extra-territorial effect as ITC is an administrative
agency rather than a judicial body, and their decisions is limited to U.S. jurisdiction and cannot
be enforced in the PRC. In addition, the recognition of decisions from judicial bodies including
the U.S. district courts and Munich (German) Court are not enforceable in the PRC unless they
are reviewed and recognized by a PRC court. According to Article 299 of the PRC Civil
Procedure Law, the recognition of a foreign judgment requires that (i) China and the foreign
country have signed an international treaty regarding the recognition and enforcement of court
judgments or a reciprocal relationship exists between the two countries; (ii) the judgment does
not violate the basic principles of PRC law; and (iii) the recognition and enforcement do not
harm the PRC’s national sovereignty, security or public interest. However, the recognition and
enforcement of foreign judgments in the PRC vary significantly on a case-by-case basis. Due
to insufficient precedents, no consistent approach has been established. Each case undergoes
separate examination by PRC courts, which consider factors such as the cause of action,
national security, prevailing legal principles and policy considerations. Limited past cases in
different local courts have shown inconsistent practices without binding effects among courts.
Therefore, there remains significant uncertainties in both the legal interpretation and practical
enforcement of foreign judgments in China. According to the claims made by the plaintiffs and
our IP Litigation Counsel’s view, our sales in China are not involved in the aforementioned
decisions and legal proceedings. Based on this and also considering that none of the decisions
and legal proceedings has completed any recognition and enforcement process by PRC courts,
they have no impact on our sales in China, as advised by our PRC Legal Advisor.

We are of the view that there would not be any knock-on effect on our patents application
because (i) infringement cases and patent grants have separate legal standards and processes,
and each patent application is evaluated on its own merits; and (ii) we develop our own,
home-grown technology that has no overlap with the asserted patents by EPC and Infineon, and
an infringement finding does not invalidate or affect the enforceability of our other patents
unless there is a direct legal challenge to those patents.

On the grounds that, as advised by our IP litigation counsel, (i) we are more likely than
not to prevail in the aforementioned EPC and Infineon cases that were still pending as of the
Latest Practicable Date, and the ITC’s Final Determination on the EPC ITC Case does not have
any material adverse effect on our business and results of operations; (ii) we will not be liable
for any monetary damages in the ITC proceedings; (iii) for the California and Germany cases,
our potential exposure to economic outflow due to any injunction or damages award is likely
remote; (iv) our volume, revenue and profits of sales in the U.S. from the accused products
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during the Track Record Period were small (EPC and Infineon cases each implicating products
that contributed to less than 1% of our total revenue during each period of the Track Record
Period), which would result in considerably small loss of business or income in the U.S., and
there will not be any extra-territorial impacts outside of the U.S. affecting our ownership of and
right to use the disputed technologies in non-U.S. jurisdictions arising from any adverse rulings
from the U.S. litigations, which is also applicable to the German litigations; and (v) we have
various design-around options to mitigate or avoid the impacts brought about by any adverse
ruling at considerably small costs, our Directors are of the view that the impact of the
aforementioned IP proceedings filed by EPC and Infineon will not have any material adverse
effect on our business operations, R&D and financial performance.

Having reviewed the basis of the Directors’ view and the independent due diligence work
conducted by the Joint Sponsors, including but not limited to (i) discussing with the
management of the Company to understand the background and latest status of the IP
Proceedings; (ii) reviewing the legal opinions issued by IP litigation counsel to understand the
latest status, likely outcome and basis of their legal opinions and the credential of the IP
litigation counsel; (iii) reviewing the relevant documents, including the public available
documents; (iv) conducting background searches and public searches on the Group and each
of the Directors, the Joint Sponsors are of the view that the aforementioned IP proceedings
filed by EPC and Infineon will not have material adverse effect on the Company’s business
operations and financial performance.

Share Transfer Litigation Matters

Share Transfer Litigation 1

Background

In July 2024, Shandong Chanyan Microelectronics Technology Research Institute
Co., Ltd. (�†���*�¼���e�•�¦�”�¼�ú	ë�Þ�"�®�! ) (“Shandong Chanyan”), an Independent
Third Party, filed a lawsuit against the Company (“Share Transfer Litigation 1”, together
with the Share Transfer Litigation 2 and the Share Transfer Litigation 3 (both as defined
below), the “Share Transfer Litigation Matters”).

Shandong Chanyan alleged that the Company and Shandong Chanyan reached
certain intention to, and the Company failed to acquire Shandong Chanyan’s equity
interests in Longshan Microelectronics (Shandong) Co., Ltd. (�²�†���e�• (�†�� )�Þ�"�®
�! ) (“Longshan Microelectronics”) as allegedly agreed, and the Company should pay
RMB56,360,000 as the acquisition price for such equity interests of Longshan
Microelectronics.
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Current Status

On December 9 , 2024, the relevant court decided that the Share Transfer Litigation
1 was regarded as withdrawn by Shandong Chanyan as the plaintiff did not complete the
relevant litigation procedures.

Analysis of Results

The Company and Shandong Chanyan only engaged in preliminary communication.
The parties did not reach an agreement to an acquisition of any shares of Longshan
Microelectronics and failed to reach a consensus on the amount of consideration or any
other fees or expenses to be paid by the Company to Shandong Chanyan. No written and
legally binding agreement was entered into between the parties regarding acquisition of
any shares of Longshan Microelectronics or any other payment to be made by the
Company to Shandong Chanyan.

Pursuant to the claims made by the plaintiff, the Company may only be liable for the
financial compensation claimed by Shandong Chanyan of RMB56,360,000 together with
the costs and other fees associated with the litigation to the plaintiff under the Share
Transfer Litigation 1.

Nonetheless, Dr. Luo provided a personal indemnity to the Company, pursuant to
which Dr. Luo will indemnify and hold harmless the Company of any and all losses and
compensation responsibilities arising from any of the Share Transfer Litigation Matters,
including the Share Transfer Litigation 1.

Considering (i) the relevant court decided that the Share Transfer Litigation 1 was
regarded as withdrawn by Shandong Chanyan on December 9, 2024, and (ii) the Directors
are not aware that the Share Transfer Litigation 1 involved any circumstances under Rule
13.51(2)(h) to (w) of the Listing Rules, including but not limited to non-compliance of
any applicable laws and regulations by the directors of the Company, the Company or
Longshan Microelectronics, the Directors are of the view that the Share Transfer
Litigation 1 does not impact on the suitability of the directors of the Company to act as
the Company’s directors.

Share Transfer Litigation 2

Background

In August 2024, Changsha Xindai Enterprise Management Consulting Co., Ltd. (�—
�Í�ƒ�Û�þ�†�8�M�#�T���Þ�"�®�! ) (“Changsha Xindai”), an Independent Third Party, filed
a further lawsuit against Dr. Wu Jingang (“Dr. Wu”, our executive Director and chief
executive officer) (the “Share Transfer Litigation 2”) and an Independent Third Party.
With respect to Dr. Wu, Changsha Xindai alleged that, pursuant to an agreement that was
allegedly entered into between Shandong Chanyan, Changsha Xindai, Dr. Wu and an
Independent Third Party in December 2021 (the “Investment Agreement”), Dr. Wu agreed
to establish a new company, Longshan Microelectronics, with Shandong Chanyan and
Changsha Xindai, and will join and work full-time for Longshan Microelectronics.

Changsha Xindai’s claims were: Pursuant to the Investment Agreement, Dr. Wu shall
(i) join and work full-time for Longshan Microelectronics as the chairman of the board,
or executive director, general manager and legal representative, (ii) acquire 55% of the
equity interests of Longshan Microelectronics, (iii) fulfill obligations of capital
contribution to Longshan Microelectronics of RMB27.5 million, and (iv) make
compensation of RMB30 million to Changsha Xindai.
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Current Status

As of the Latest Practicable Date, the Share Transfer Litigation 2 is in the
preliminary stages and no judgment in connection with the Share Transfer Litigation 2
had been released.

Analysis of Potential Results

The Company’s PRC legal advisers is of the view that the Share Transfer Litigation
2 will not materially adversely affect the business operation, research and development,
and financial position of the Company based on the following:

(a) As advised by the Company’s counsel for the Share Transfer Litigation
Counsel (the “Share Transfer Litigation Counsel”), it is highly unlikely that Dr.
Wu will lose the Share Transfer Litigation 2. Without specifically stating
details such as the employment period, work venue and remuneration, the
Investment Agreement only constituted a “pre-contract”.

In the highly unlikely event that Dr. Wu is found to be in breach of such
“pre-contract”, Dr. Wu will not be mandatorily required to join and work
full-time for Longshan Microelectronics as a result of the breach of such
“pre-contract” under the applicable PRC laws on the basis that (i) such
“pre-contract” shall not be mandatorily enforced, otherwise the principle of
fairness and freedom of contract will be violated; and (ii) based on the
provisions of the Civil Code of the PRC and its relevant interpretations, as well
as the basic values of respect for personality and protection of personal
freedom in modern society, the provisions under the Investment Agreement
regarding Dr. Wu joining and working for Longshan Microelectronics full-time
is a non-monetary debt that is not applicable to compulsory performance and
cannot be replaced by others, and should not be supported under the applicable
PRC laws. Therefore, in case of adverse rulings, it is highly unlikely that the
claim for non-monetary performance (i.e., requiring Dr. Wu to join and work
full-time for Longshan Microelectronics as the chairman of the board or
executive director, general manager and legal representative of Longshan
Microelectronics) will be supported under the Share Transfer Litigation 2; and

(b) based on the claims made by Changsha Xindai under the Share Transfer
Litigation 2, even in the highly unlikely event that Dr. Wu loses the Share
Transfer Litigation 2 and that Dr. Wu is found to be liable for breaches of such
“pre-contract”, Dr. Wu’s maximum liability for financial compensation will be
RMB30 million and the payment to fulfill the capital contribution to Longshan
Microelectronics of RMB27.5 million, together with the costs and other fees
associated with the litigation to the plaintiff under the Share Transfer
Litigation 2.

Given that the Company was not a party to the Investment Agreement or a defendant
under the Share Transfer Litigation 2, even in the highly unlikely event that Dr. Wu is
found to be liable for compensation under the Share Transfer Litigation 2, the Company
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will not be liable to the compensation claimed by Changsha Xindai. Nevertheless, Dr. Luo
also provided a personal indemnity to the Company, pursuant to which Dr. Luo will
indemnify and hold harmless the Company of any and all losses and compensation
responsibilities arising from any of the Share Transfer Litigation Matters, including the
Share Transfer Litigation 2.

Considering (i) the aforesaid view of the Company’s PRC legal advisers, and (ii) the
Directors are not aware that the Share Transfer Litigation 2 involved any circumstances
under Rule 13.51(2)(h) to (w) of the Listing Rules, including but not limited to
non-compliance of any applicable laws and regulations by the directors of the Company
(including Dr. Wu), the Company or Longshan Microelectronics, the Directors are of the
view that the Share Transfer Litigation 2 does not impact on the suitability of the directors
of the Company to act as the Company’s directors.

Share Transfer Litigation 3

Background

In September 2024, Changsha Xindai filed a further lawsuit against Dr. Luo, Mr.
Zhong and the Company largely based on the same allegations made in the Share Transfer
Litigation 2, except that Changsha Xindai also alleged that Mr. Zhong participated in the
communications regarding the share transfer and potential recruitment of certain
employees (the “Share Transfer Litigation Matters 3”).

Changsha Xindai’s claims were: the Company shall cease the tortious behaviour and
terminate the labour contract with Dr. Wu; and Dr. Luo, Mr. Zhong and the Company shall
be jointly and severally liable for the loss suffered by Changsha Xindai of RMB30
million.

Current Status

As of the Latest Practicable Date, the Share Transfer Litigation 3 is in the
preliminary stages and no judgment in connection with the Share Transfer Litigation 3
had been released.

Analysis of Potential Results

The Company’s PRC legal advisers is of the view that the Share Transfer Litigation
3 will not materially adversely affect the business operation, research and development,
and financial position of the Company based on the following:

(a) As advised by our Company’s PRC legal advisers, a company recruiting talents
from other companies by issuing employment invitations is not expressly
prohibited under the Labor Law of the PRC, the Labor Contract Law of the
PRC and other relevant PRC laws. Our Company further confirms that, neither
our Company, Dr. Luo nor Mr. Zhong had entered into any written or oral
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non-solicitation agreement with Longshan Microelectronics. Therefore, neither
our Company, Dr. Luo nor Mr. Zhong breaches any agreement entered into
amongst parties. All such employees of Longshan Microelectronics who
subsequently joined our Company terminated their labour contracts with
Longshan Microelectronics before joining our Company on their free will and
based on free negotiation;

(b) Based on our Company’s knowledge, none of the relevant employees were
subject to any non-compete obligations with Longshan Microelectronics. As
such, there did not exist any solicitation on the parts of our Company, Dr. Luo
or Mr. Zhong which intentionally infringed Longshan Microelectronics’ trade
secrets and caused any harm to Longshan Microelectronics. For details of
analysis of the other claims made under the Share Transfer Litigation 3 which
were the same as those raised under the Share Transfer Litigation 2, see the
section headed “Share Transfer Litigation 2 — Analysis of Potential Results”;
and

(c) As advised by the Share Transfer Litigation Counsel, (i) it is highly unlikely
that Dr. Luo, Mr. Zhong and the Company will lose the Share Transfer
Litigation 3 as there was no evidence supporting that our Company, Dr. Luo
and/or Mr. Zhong solicited employees of Longshan Microelectronics to join
our Company; (ii) in case of adverse rulings, it is highly unlikely that the claim
to require non-monetary performance (i.e., requiring the Company to terminate
the labour contract with Dr. Wu) will be supported under the Share Transfer
Litigation 3. For details of the relevant basis and analysis, see the section
headed “Share Transfer Litigation 2 — Analysis of Potential Results”; and (iii)
in the highly unlikely event that Dr. Luo, Mr. Zhong and the Company lose the
Share Transfer Litigation 3, Dr. Luo, Mr. Zhong and the Company may be
jointly and severally liable for the financial compensation of RMB30 million,
together with the costs and other fees associated with the litigation to the
plaintiff under the Share Transfer Litigation 3. Nonetheless, Dr. Luo provided
a personal indemnity to the Company, pursuant to which Dr. Luo will
indemnify and hold harmless the Company of any and all losses and
compensation responsibilities arising from any of the Share Transfer Litigation
Matters, including the Share Transfer Litigation 3.

Considering (i) the aforesaid view of the Company’s PRC legal advisers, and (ii) the
Directors are not aware that the Share Transfer Litigation 3 involved any circumstances
under Rule 13.51(2)(h) to (w) of the Listing Rules, including but not limited to
non-compliance of any applicable laws and regulations by the directors of the Company
(including Dr. Luo and Mr. Zhong), the Company or Longshan Microelectronics, the
Directors are of the view that the Share Transfer Litigation 3 does not impact on the
suitability of the directors of the Company to act as the Company’s directors.
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Having considered that the aforesaid view of the Company’s PRC legal advisers and
the possibility of economic outflow of the Company arising from the Share Transfer
Litigation Matters is remote, the Company did not recognise any provision as at reporting
dates of the Track Record Period and did not disclose contingent liabilities in accordance
with IAS 37.

In summary, in case of adverse rulings of the Share Transfer Litigation Matters, (i)
the Share Transfer Litigation Counsel is of the view that it is highly unlikely that the
claim to require non-monetary performance (i.e., requiring Dr. Wu to join and work
full-time for Longshan Microelectronics as the chairman of the board or executive
director, general manager and legal representative of Longshan Microelectronics and
requiring the Company to terminate the labour contract with Dr. Wu) will be supported
under the Share Transfer Litigation Matters, and (ii) the total maximum financial
compensation that the Company may be liable under the Share Transfer Litigation Matters
is RMB86,360,000, together with the costs and other fees associated with the litigation
to the respective plaintiffs, which will be fully indemnified by Dr. Luo personally. On
December 9, 2024, the relevant court decided that the Share Transfer Litigation 1 was
regarded as withdrawn by Shandong Chanyan as the plaintiff did not complete the
relevant litigation procedures.

On the grounds that (i) the Share Transfer Litigation Matters are not related to the
core business operations or financial performance of the Company, (ii) the relevant court
decided that the Share Transfer Litigation 1 was regarded as withdrawn by Shandong
Chanyan on December 9, 2024, and the aforesaid view of the Company’s PRC legal
advisers, and (iii) Dr. Luo provided a personal indemnity to the Company, pursuant to
which Dr. Luo will indemnify and hold harmless the Company of any and all losses and
compensation responsibilities arising from any of the Share Transfer Litigation Matters
the Directors are of the view that the Share Transfer Litigation Matters will not adversely
affect the business operation, research and development, and financial position of the
Company.

Having reviewed the basis of the Directors’ view and the independent due diligence
work conducted by the Joint Sponsors, the Joint Sponsors are of the view that the Share
Transfer Litigation Matters will not have material adversely effect on the business
operation and financial position of the Company.

Internal Control Measures

To ensure proper management of our intellectual property and avoid litigation concerning
intellectual property infringement, we have implemented various internal policies and
established an internal intellectual property management system:

• We have developed and enacted robust internal policies for the management of
intellectual property rights. These include the measures on the management of
intellectual property acquisition and maintenance, the measures on the management
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of intellectual property implementation, licensing and transfer, the measures on the
management of intellectual property information research, as well as the
requirements and job responsibilities for positions related to intellectual property
management. These policies delineate the responsibilities of each department in
safeguarding intellectual property rights, thereby enhancing our capability to protect
our intellectual property rights effectively. In addition, we routinely conduct
comprehensive reviews of the existing intellectual property system to ascertain its
ongoing pertinence and efficacy.

• To facilitate effective management of our intellectual properties, we utilize an
internal intellectual property management system for the full lifecycle management
of our proprietary intellectual property. This system is used for, among others, patent
applications, maintenance and valuation.

• To safeguard against potential infringements on both our intellectual property rights
and those of others, our legal department, responsible for intellectual property
management, conducts thorough searches and analyses of our R&D outcomes upon
the completion of scientific research projects and technology development. This
process includes determining any possible infringements and preparing detailed
inspection reports to ensure compliance and prevent infringement.

• We require employees to adhere to confidentiality obligations for technical secrets,
sign confidentiality contracts and non-compete agreements, and follow an internal
confidentiality system outlining specific employee responsibilities. Additionally,
new employees are required to sign an export control employment compliance
commitment letter and a declaration confirming no conflicts of interest or
non-competition issues. They also complete a self-check form to ensure they are not
involved in patented technologies with infringement risks.

• We conduct routine training for employees to ensure a thorough understanding and
compliance with intellectual property policies. Specifically, in July 2024, we
conducted comprehensive training for employees at all levels on intellectual
property fundamentals, covering topics such as an overview of intellectual property,
the interrelation of various intellectual property rights, intellectual property in daily
life and patent infringement. We implement regular assessments to evaluate
employees’ knowledge and application of intellectual property protocols. We
provide updated resources and materials to keep employees informed of any changes
in intellectual property laws and regulations. We also established a feedback
mechanism to continuously improve training programs based on employee input and
industry developments.

Save as disclosed above, as of the Latest Practicable Date, none of our Company, any of
our subsidiaries or any directors has been involved in any material litigation, arbitration or
claim that may have a material adverse effect on the Group’s financial condition or results of
operations.
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Compliance

During the Track Record Period and up to the Latest Practicable Date, we had not
experienced any non-compliance incident which, individually or taken as a whole, in the
opinion of our Directors, is likely to have a material and adverse effect on our business,
financial condition or results of operations.

As advised by our PRC Legal Advisor, our business operations were conducted in
compliance with applicable laws and regulations in all material respects during the Track
Record Period and up to the Latest Practicable Date.

RISK MANAGEMENT AND INTERNAL CONTROL

We have in place a robust risk management and internal control system. We adopted and
continually improve our internal control mechanisms to ensure the compliance of our business
operations. Furthermore, we conduct periodic review of the implementation of our risk
management policies and internal control measures to ensure their effectiveness and
sufficiency.

We are dedicated to upholding the legal compliance of our operations and management,
safeguarding assets and ensuring the accuracy and completeness of financial reports and
related information. Our commitment extends to enhancing operational efficiency and
effectiveness, thereby fostering the achievement of the company’s strategic development goals.
We established an internal audit department tasked with independent audit supervision of the
business operations and internal control of the company and its subsidiaries in accordance with
laws, rules and regulations and the articles of association of the company, and in accordance
with the principles of objectivity, impartiality and prevention.

Our Board is collectively responsible for establishing and implementing such risk
management mechanisms and overseeing our overall risk management. Our Directors are of the
view that our current internal control measures are adequate and effective.

Operational Risk Management

Operational risk refers to the risk of direct or indirect financial loss resulting from
incomplete or problematic internal processes, personnel mistakes, IT system failures or
external events. We have established a series of internal procedures to manage such risk.

We take a comprehensive approach with regard to operational risk management and
implement a mechanism with detailed and decentralized responsibilities and clear rewards and
punishment systems. Our information technology, human resources, finance and operations
departments are collectively responsible to ensure the compliance of our operations with
internal procedures. In the event of a major adverse event, the matter will be escalated to our
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CEO to take appropriate measures. Through effective operational risk management, we expect
to control operational risks within a reasonable range by identifying, measuring, monitoring
and containing operational risks to reduce potential losses.

Compliance Risk Management

Compliance risk refers to the risk of being subject to legal and regulatory sanctions, and
the risk of major financial and reputational losses as a result of our failure to comply with
relevant laws, regulations, rules and guidelines.

Compliance risk management refers to the dynamic managing processes of our effective
identification and management of compliance risks and proactively preventing the occurrence
of risk events. We have established sound compliance risk management procedures to achieve
effective identification and management of compliance risk, and ensure that our operations are
in compliance with applicable laws and regulations.

In accordance with such procedures, our legal department carefully reviews the contracts
we enter into with customers and suppliers. Before entering into any contracts or business
arrangements, our legal department reviews the contract terms and examines related
documents, including all necessary due diligence materials and licenses and permits obtained
by the other party to fulfill its obligations under the relevant contract.

In addition, we continually monitor changes in relevant laws and regulations as well as
the regulatory environment to ensure compliance in our business operations. We delegate the
responsibility of monitoring compliance in specific business areas to representatives from
those areas. In addition, we have an internal control department that continuously supervises
compliance efforts within departments and reports to our CEO. We also have an internal audit
department that regularly evaluates and supervises our compliance efforts and reports to our
general manager and the Board.

Intellectual Property Risk Management

As a knowledge- and technology-intensive company, we have been and may continue to
be subject to claims from companies holding patents or other intellectual property rights,
alleging infringement of such rights or otherwise asserting their rights and urging us to obtain
licenses in the course of our operations. See “Risk Factors — Risks Relating to Our Industry
and Business — Our business depends on our ability to protect our intellectual property rights,
and we may be subject to intellectual property infringement and other claims by third parties
in the PRC or other jurisdictions, which, if successful, could cause us to pay significant
damages and incur other costs.” To ensure proper management of our intellectual property and
avoid litigation concerning intellectual property infringement, we have implemented various
internal policies and established an internal intellectual property management system:
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• We have developed and enacted robust internal policies for the management of
intellectual property rights. These include the measures on the management of
intellectual property acquisition and maintenance, the measures on the management
of intellectual property implementation, licensing and transfer, the measures on the
management of intellectual property information research, as well as the
requirements and job responsibilities for positions related to intellectual property
management. These policies delineate the responsibilities of each department in
safeguarding intellectual property rights, thereby enhancing our capability to protect
our intellectual property rights effectively. In addition, we routinely conduct
comprehensive reviews of the existing intellectual property system to ascertain its
ongoing pertinence and efficacy.

• To facilitate effective management of our intellectual properties, we utilize an
internal intellectual property management system for the full lifecycle management
of our proprietary intellectual property. This system is used for, among others, patent
applications, maintenance and valuation.

• To safeguard against potential infringements on both our intellectual property rights
and those of others, our legal department, responsible for intellectual property
management, conducts thorough searches and analyses of our R&D outcomes upon
the completion of scientific research projects and technology development. This
process includes determining any possible infringements and preparing detailed
inspection reports to ensure compliance and prevent infringement.

• We require employees to adhere to confidentiality obligations for technical secrets,
sign confidentiality contracts and non-compete agreements, and follow an internal
confidentiality system outlining specific employee responsibilities. Additionally,
new employees are required to sign an export control employment compliance
commitment letter and a declaration confirming no conflicts of interest or
non-competition issues. They also complete a self-check form to ensure they are not
involved in patented technologies with infringement risks.

Investment Risk Management

We invest in or acquire businesses that are complementary to our business and aligned
with our overall growth strategies, such as businesses that can expand our service offerings and
strengthen our technological capabilities. In general, we intend to hold our investments for the
long term in forms of preferred shares or ordinary shares with preference rights. In order to
manage potential risks associated with investments, we generally obtain minority protection
rights from our investment portfolio companies.
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Our investment department has primarily been responsible for our investment project
sourcing, screening, execution and post-investment monitoring. The investment department
searches for investment projects based on our business strategy, and conducts thorough due
diligence with the finance and legal departments to assess the risks and potential of the
investment projects.

Information Security and Data Privacy Risk Management

See “— Data Security and Privacy.”

Anti-corruption Risk Management

Anti-corruption risk refers to the risk of use of cheating, bribery or other illegal measures
for (i) the pursuit of improper personal benefits at the expense of our Company’s economic
interests and (ii) the pursuit of improper interests of the Company. We have established our
anti-corruption risk management policies prohibiting any corruption activities by our
employees, either for the pursuit of improper personal benefits or improper interests of the
Company. We have maintained a whistleblower mechanism for employees to anonymously
report any incidents of bribery and corruption. Our internal audit department bears sole
accountability for the audit and anti-corruption endeavors of the Company and provides regular
reports to the Audit Committee of the Board. We will impose corresponding administrative
disciplinary sanctions on persons responsible for corruption incidents. Suppliers, distributors
and customers found to engage in corruption incidents shall receive formal warnings, face
restrictions on supply or sales, and, where deemed necessary, be placed on a prohibited list. We
provide internal training to our employees and ensure that our stakeholders, including
customers, distributors, suppliers and shareholders, are informed of our anti-corruption
policies and practices.

Audit Committee Experience and Qualification and Board Oversight

To monitor the ongoing implementation of our risk management policies, we have
established an Audit Committee to review and supervise our financial reporting process and
internal control system on an ongoing basis to ensure that our internal control system is
effective in identifying, managing and mitigating risks involved in our business operations. See
“Directors, Supervisors and Senior Management — Board of Directors.”

In addition to our internal control department, we have also established an internal audit
department which is responsible for reviewing the effectiveness of internal controls and
reporting issues identified and improving our internal control system and procedures by
identifying internal control failures and weaknesses on an ongoing basis. The internal audit
department reports any major issues identified to the Audit Committee and Board on a timely
basis.
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AWARDS AND RECOGNITIONS

During the Track Record Period, we have received awards and recognitions with respect
to our products, intellectual properties and R&D capabilities, including, but are not limited to,
the following:

Award/Recognition Award Year Awarding Institution/Authority

Jiangsu Provincial Enterprise
Engineering Technology
Research Center (�ê�=�²�†�8�ˆ
�û�¦�”�¼�ú�•�Ð ) � � � � � � � � � � � �

2024 Jiangsu Provincial Department of
Science and Technology (�ê�=
�²�Å�ª�¦�”�B )

First Prize of Zhuhai Science
and Technology Innovation
Award (�Ë�ô�-	.	��Å�ª�¦�”�¤
�S
��¤ ) � � � � � � � � � � � � � � � � � � �

2024 Zhuhai Science and Technology
Bureau (	.	��9�Å�¦�… )

Zhuhai Annual “Technology
Innovation Product” (�Ë��	.	�
�9 “�Å�¦�ô�-�*�Ü ”) � � � � � � � � � �

2024 Zhuhai Association for the
Promotion of Science and
Technology Innovation (	.	��9
�Å�¦�ô�-�®
†�6 )

Zhuhai Annual Best Integrated
Circuit Technology Innovation
Product (�Ë��	.	��9�ð�3�����e
�)�¦�”�ô�-�*�Ü ) � � � � � � � � � � � �

2024 Zhuhai Semiconductor Industry
Association (	.	��9���¬�����8
�X�6 )

Zhuhai Annual Most Promising
Integrated Circuit Enterprise
(�Ë��	.	��9�ð�H�Ó�—�Ì�����e
�)�†�8 ) � � � � � � � � � � � � � � � � � � �

2024 Zhuhai Semiconductor Industry
Association (	.	��9���¬�����8
�X�6 )

National Intellectual Property
Superior Enterprises
(
7�•�]�Æ�*�Æ�´
Ð�†�8 ) � � � � � �

2023 National Intellectual Property
Administration (
7�•�]�Æ�*�Æ
�…)

Jiangsu GaN New Device and
Integrated Circuit Engineering
Technology Research Center
(�ê�=�²�¢�·0��-�è�œ�•�~
«�Ó
�e�)�ˆ�û�¦�”�¼�ú�•�Ð )� � � � � � �

2023 Jiangsu Provincial Science and
Technology Department (�ê�=�²
�Å�ª�¦�”�B )

First Prize in the Zhuhai Science
and Technology Progress Award
(	.	��9�Å�¦
†�É�¤�S
��¤ ) � � � �

2023 Innovation Zhuhai Science and
Technology Award Committee
(�ô�-	.	��Å�ª�¦�”�¤�¸�‰�p�6 )

Excellent Technological
Innovation Product of the
“China Chip” (“�•
7�ƒ ”�´�ø�¦
�”�ô�-�*�Ü ) � � � � � � � � � � � � � � �

2023
2022
2021

China Center for Information
Industry Development (�•
7�e
�•�¦�¹�*�ª�ï�•�¼�ú	ë )
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Award/Recognition Award Year Awarding Institution/Authority

The Third Generation
Semiconductor Leader of the
Year in China (�K�g�þ���¬���Ë
���•
7�ï���†�8 ) � � � � � � � � � � � �

2023 Hangjiatalk Research (���•�­�*�8
�¼�ú�•�Ð )

Top 10 GaN Device Enterprise in
China (�•
7 GaN�œ�•�d
v�†�8 ) �

2023 Hangjiatalk Research (���•�­�*�8
�¼�ú�•�Ð )

National High-Tech Enterprise
(
7�•	÷�-�¦�”�†�8 ) � � � � � � � � �

2022 Guangdong Provincial Department
of Science and Technology (�?
���²�Å�ª�¦�”�B ), Department
of Finance of Guangdong
Province (�?���²	Ì�A�B ) and
Guangdong Provincial Tax
Service, State Taxation
Administration (
7�•�ü
��<�…
�?���²�ü
��… )

Specialized, Refined, Distinctive
and Innovative SME (
Y�Z	$�-
�•�ƒ�†�8 ) � � � � � � � � � � � � � � � � �

2022 Department of Industry and
Information Technology of
Guangdong Province (�?���²�ˆ
�8�q�¦�¹�·�B )

The 15th China Semiconductor
Innovative Products and
Technologies (�K�d�ž�£�•
7��
�¬���ô�-�*�Ü�q�¦�” ) � � � � � � � �

2022 China Semiconductor Industry
Association (�•
7���¬�����8�X
�6 )

Best IC Technology Innovation
Product in Zhuhai (	.	��9�ð�3

«�Ó�e�)�¦�”�ô�-�*�Ü )� � � � � � �

2022 Zhuhai Semiconductor Industry
Association (	.	��9���¬�����8
�X�6 )
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OVERVIEW

Upon Listing, transaction between members of our Group and our connected person will
constitute continuing connected transaction of our Company under Chapter 14A of the Listing
Rules.

CONNECTED PERSON

We have entered into certain transactions with the following connected person, which will
constitute our continuing connected transaction upon Listing:

Name of Connected Person Connected Relationship

China Merchants Bank Co., Ltd. Suzhou
Branch (�Ý
 �Õ���p�…�Þ�"�®�!�=�È�±�� )
(“CMB Suzhou”) � � � � � � � � � � � � � � � � � � �

As disclosed in section headed “History,
Development and Corporate Structure —
Pre-IPO Investments — Information about
Our Major Pre-IPO Investors”, the CMB
Investors will be interested in a total of
approximately 14.99% of our issued share
capital upon completion of the Global
Offering (assuming the Offer Size
Adjustment Option and the Over-allotment
Option are not exercised) and will
therefore be considered a group of
connected persons with respect to our
Company. CMB Suzhou is a branch
company of CM Bank. CM Bank is
holding company of CMB Shenzhen,
which is the general partner of each of
the CMB Investors. Therefore, CMB
Suzhou is an associate of the CMB
Investors, therefore our Company’s
connected person.
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CONNECTED TRANSACTIONS

Nature of transactions
Applicable

Listing Rules Waiver sought
Historical
amount(1)

Proposed annual
caps for the
year ending
December 31

(RMB in
millions)

(RMB in
millions)

Financial Services Framework
Agreement

14A.35, 14A.36,
14A.46,
14A.105

Announcement,
circular and
independent
Shareholders’
approval
requirements

• Deposits with Branch Banks
(a) Maximum daily balance of the deposit FY2021: 979.68

FY2022: 852.57
FY2023: 454.34
6M2024: 556.93

2024: 2,450.00
2025: 2,360.13
2026: 1,607.38

(b) Deposit interest (excluding investment return of wealth
management products)

FY2021: 6.56
FY2022: 4.76
FY2023: 5.21
6M2024: 0.94

2024: 27.18
2025: 39.68
2026: 25.19

• Loan services and other commercial banking services
(a) Maximum daily balance of loan FY2021: 259.40

FY2022: 259.00
FY2023: 186.41
6M2024: 110.65

2024: 410.65
2025: 763.67

2026: 1,245.48

(b) Loan interest and service fee FY2021: 8.96
FY2022: 11.39
FY2023: 6.81
6M2024: 2.14

2024: 15.01
2025: 27.73
2026: 49.32

• Wealth management products
(a) Maximum daily balance of the principal of the products FY2021: 0

FY2022: 480.00
FY2023: 140.00
6M2024: 15.00

2024: 200.00
2025: 500.00
2026: 500.00

(b) Investment return FY2021: 0
FY2022: 8.10
FY2023: 0.94
6M2024: 0.08

2024: 6.00
2025: 15.00
2026: 15.00

Note:

(1) FY2021 refers to the year ended December 31, 2021. FY2022 refers to the year ended December 31,
2022. FY2023 refers to the year ended December 31, 2023. 6M2024 refers to the six months ended June
30, 2024.
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NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Financial Services Framework Agreement

Parties

(1) CMB Suzhou; and

(2) Our Company

Principal terms

On December 10, 2024, we entered into a financial services framework agreement (the
“Financial Services Framework Agreement”) with CMB Suzhou, the branch company of CM
Bank. CM Bank is a licensed bank regulated by the China Banking and Insurance Regulatory
Commission and headquartered in Shenzhen, the PRC. It has branches and sub-branches (the
“Branch Banks”) in different locations in PRC where it operates and provides financial and
commercial banking services. Pursuant to the Financial Services Framework Agreement, from
time to time, the Branch Banks will provide the following services to our Group:

(a) Deposits with Branch Banks: Our Group may from time to time deposit cash into
Branch Banks. In return, Branch Banks will provide deposit services and pay deposit
interest to our Group on such deposits. The deposit interest to be paid by the Branch
Banks to our Company shall not be lower than the deposit interest rate of the same
level as promulgated by the People’s Bank of China;

(b) Loan services and other commercial banking services: Branch Banks may provide
loan services and other commercial banking services including but not limited to
foreign exchange, payment settlement, receivables collection and letter of guarantee
to our Group while our Group will pay loan interests and service fees to Branch
Banks. In accordance with the relevant law and regulations as well as the internal
rules, Branch Banks will support the application of loans and other commercial
banking services by our Group. These services will be provided at interest and fee
rates on normal commercial terms or better to our Group; and

(c) Wealth management products: Our Group may purchase wealth management
products placed at Branch Banks and may receive investment return. The investment
return and consideration in respect of the wealth management products to be
purchased from the Branch Banks will be determined and calculated pursuant to the
contractual terms of such products.

The initial term of the Financial Services Framework Agreement shall commence on the
Listing Date until December 31, 2026, subject to renewal by mutual consent.
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Reasons for the transactions

CM Bank has 1,924 Branch Banks as of December 31, 2023 in different locations in PRC
where it operates and provides financial and commercial banking services. Leveraging on its
broad geographical coverage and its sound market reputation, Branch Banks could provide
stable and consistent services to our subsidiaries located in different locations in PRC. Our
Group has been cooperating with Branch Banks since the establishment of our Company to
satisfy our needs in the ordinary and usual course of business. The Group and Branch Banks
have established a long-term and stable business relationship, and Branch Banks have acquired
a comprehensive understanding of our business and operational requirements. Taking into
consideration above, we believe it is in the best interest of the Group and our shareholders to
enter into the Financial Services Framework Agreement.

Pricing Policies

Any deposit, loan, financial services and products made with Branch Banks under the
Financial Services Framework Agreement will bear the same interest or service fee rate, adopt
the same pricing mechanism and be on the same terms and conditions as would apply to a
similar deposit, loan, financial service and/or products made by any other customer of Branch
Banks.

Historical amounts

The historical transaction amount of the transactions relating to deposit, loan, financial
services and products made with Branch Banks for the years ended December 31, 2021, 2022,
2023 and for the six months ended 30 June 2024 are as follows:

For the year ended December 31

For the
six months

ended
30 June

2021 2022 2023 2024

(RMB in millions)

Deposits with Branch Banks
Maximum daily balance of the

deposit � � � � � � � � � � � � � � � � � 979.68 852.57 454.34 556.93
Deposit interest (excluding

investment return of wealth
management products) � � � � � � 6.56 4.76 5.21 0.94

Loan services and other
commercial banking services
Maximum daily balance of

loan� � � � � � � � � � � � � � � � � � � � 259.40 259.00 186.41 110.65
Loan interest and service fee � � 8.96 11.39 6.81 2.14

Wealth management products
Maximum daily balance of the

principal of the products � � � � 0 480.00 140.00 15.00
Investment return � � � � � � � � � � � 0 8.10 0.94 0.08
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Annual caps

The total transaction amount under the Financial Services Framework Agreement for the
three years ending December 31, 2024, 2025 and 2026 shall not exceed the proposed annual
caps as set out in the table below. Such maximum daily amount is applicable for each day
during the relevant year, and such maximum daily amount is calculated on an individual basis
as outstanding at the end of each day during the relevant year without aggregating with the
daily amount incurred on the days before.

Proposed annual caps for the
year ending December 31

2024 2025 2026

(RMB in millions)
Deposits with Branch Banks

Maximum daily balance of the deposit � � 2,450.00 2,360.13 1,607.38
Deposit interest (excluding investment

return of wealth management
products) � � � � � � � � � � � � � � � � � � � � � � � 27.18 39.68 25.19

Loan services and other commercial
banking services
Maximum daily balance of loan � � � � � � � 410.65 763.67 1,245.48
Loan interest and service fee � � � � � � � � � 15.01 27.73 49.32

Wealth management products
Maximum daily balance of the principal

of the products � � � � � � � � � � � � � � � � � � 200.00 500.00 500.00
Investment return � � � � � � � � � � � � � � � � � � 6.00 15.00 15.00

Basis of caps

The basis of the above proposed annual caps is as follows:

(a) Deposits with Branch Banks: The maximum daily balances of the deposit for the
years ending December 31, 2024, 2025 and 2026 are determined on the basis that all
net proceeds received from the Global Offering will be deposited with the Branch
Banks and with reference to the Group’s expected capital outflow for its operations.
The annual cap for the deposit interest in each year is determined with reference to
historical deposit interest rates and expected future interest rates to be promulgated
by the People’s Bank of China, as well as the average of the highest daily balance
of deposits in the respective year and the previous year;

(b) Loan services and other commercial banking services: The maximum daily balance
of loan is determined based on projected repayments of existing loans and
anticipated new loans to be obtained from the Branch Banks. In light of the expected
future cash flow position of our Company, the Company expects to obtain new loans
from the Branch Banks only for the years ending December 31, 2025 and 2026. The
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maximum daily balance of loan for year ending December 31, 2024 is determined
on the basis that the Company only repays existing loans and will not obtain any
new loans from the Branch Banks during the year. The annual caps for the loan
interest and service fee for the respective years are determined after taking into
account interest repayment of existing outstanding loans, the current loan interest
rates, and the anticipated loan benchmark rates in the respective years; and

(c) Wealth management products: The proposed annual caps are determined based on
our demand for wealth management products in the future in light of the current and
expected future cash flow position of our Company, and the contractual terms of the
relevant wealth management products.

LISTING RULES IMPLICATIONS

In respect of the Financial Services Framework Agreement, as the highest applicable
percentage ratio calculated for the purpose of Chapter 14A of the Listing Rules is expected to
be exceed 5% on an annual basis, the transactions contemplated thereunder will, upon Listing,
be subject to the reporting, announcement, independent shareholders’ approval and annual
review requirements under Chapter 14A of the Listing Rules.

INTERNAL CONTROL MEASURES

Our Group has an independent internal control, accounting and financial management
system as well as an independent finance department which makes financial decisions
according to our Group’s own business needs. See “Relationship with the Controlling
Shareholders Group” in this prospectus for further details of the independence of our Group.

In order to ensure that the terms under relevant framework agreements for the continuing
connected transactions are fair and reasonable, or no less favorable than terms available to or
from Independent Third Parties, and are carried out under normal commercial terms, our
procurement team will be responsible for maintaining and reviewing our list of designated
suppliers on an annual basis. Additionally, we will adopt the following internal control
procedures:

• our various internal departments will be responsible for the control and daily
management in respect of the continuing connected transactions;

• our various internal departments will be jointly responsible for evaluating the terms
under the framework agreement for the continuing connected transactions, in
particular, the fairness of the pricing policies and annual caps under each
transaction;

• our various internal departments will regularly monitor the fulfilment status of the
annual caps and the transaction updates under the framework agreements; and
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• our independent non-executive Directors and auditors will conduct annual review of
the continuing connected transactions under the framework agreements and provide
annual confirmation to ensure that, in accordance with the Listing Rules, the
transactions are conducted in accordance with the terms of the framework
agreements, on normal commercial terms and in accordance with the relevant
pricing policies.

CONFIRMATION BY DIRECTORS

The Directors (including independent non-executive Directors) are of the view that the
above non-exempt continuing connected transaction has been entered into in the ordinary and
usual course of business of the Group and on normal commercial terms or better that are fair
and reasonable and in the interests of the Company and our Shareholders as a whole; and the
proposed annual caps for such non-exempt continuing connected transactions are fair and
reasonable and in the interests of the Company and our Shareholders as a whole.

CONFIRMATION BY THE JOINT SPONSORS

The Joint Sponsors are of the view that the above non-exempt continuing connected
transaction has been entered into in the ordinary and usual course of business of the Group on
normal commercial terms or better which are fair and reasonable and in the interests of the
Company and its Shareholders as a whole; and the proposed annual caps in respect of such
non-exempt continuing connected transaction are fair and reasonable and in the interests of the
Company and its Shareholders as a whole.

WAIVERS GRANTED BY THE STOCK EXCHANGE

As the above non-exempt continuing connected transaction is expected to be carried out
on a recurring basis, our Directors consider that strict compliance with the aforesaid
announcement requirement will be impractical, and such requirement will lead to unnecessary
administrative costs and create an onerous burden on the Group. Accordingly, we have applied
to the Stock Exchange for, and the Stock Exchange has granted us, waivers pursuant to Rule
14A.105 of the Listing Rules from strict compliance with the announcement requirement and
independent shareholders’ approval requirement under Rules 14A.35 and 14A.36 of the Listing
Rules in respect of the transactions under the Financial Services Framework Agreement,
provided that the total amount of transactions under the Financial Services Framework
Agreement for the three years ending December 31, 2024, 2025 and 2026 shall not exceed the
proposed caps as set out in this section.

The independent non-executive Directors and auditors of our Company will review
whether the actual transactions under the Financial Services Framework Agreement have been
entered into pursuant to the principal terms and pricing policies under the Financial Services
Framework Agreement. The confirmation from our independent non-executive Directors and
our auditors will be disclosed annually according to the requirements of the Listing Rules.
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THE CONTROLLING SHAREHOLDERS GROUP

As of the date of this prospectus, Dr. Luo is directly interested in approximately 5.90%
of the total issued share capital of our Company and indirectly interested in approximately
23.10% of our total issued share capital, including (i) through being the controller of Inno
Holding, which holds approximately 10.31% of our Company, (ii) being the ultimate general
partner of Innocore, which holds approximately 3.95% of our Company, (iii) through being the
controller of Inno HK, which holds approximately 3.37% of our Company, (iv) through being
the ultimate general partner of Inno Youpeng, which holds 4.19% of our Company, and
(v) through being the general partner of Xinsheng Dapeng, which holds 1.28% of our
Company.

Mr. Son agreed, among others, to have acted and will continue to act pursuant to Dr. Luo’s
direction for all actions in relation to the voting rights attached to the shares of our Company
and Inno Holding, in which he was or has been interested directly or indirectly pursuant to a
written voting rights arrangement entered into between Dr. Luo and Mr. Son on October 15,
2021. Further, pursuant to the voting rights proxy agreement (the “Voting Rights Proxy
Agreement”) entered into between Dr. Luo and Mr. Son on November 24, 2024, Mr. Son
confirmed that he has appointed and will appoint Dr. Luo as his true and lawful proxy to vote
all shares of our Company and Inno Holding that Mr. Son has been and will be interested at
any and all meetings of shareholders of our Company and Inno Holding (as the case may be),
and on any and all actions taken by written consent of shareholders of our Company and Inno
Holding (as the case may be). Prior to the Voting Rights Proxy Agreement, Mr. Son has acted
pursuant to Dr. Luo’s direction for all actions in relation to the voting rights attached to the
shares of our Company and Inno Holding, in which he was or has been interested directly or
indirectly. As such, Dr. Luo is also deemed to be interested in 5.47% of the total issued share
capital of our Company, which is held by Mr. Son.

As a result, Dr. Luo, Inno Holding, Innocore, Inno HK, Inno Youpeng and Xinsheng
Dapeng are a group of controlling shareholders of the Company, which directly and indirectly
control approximately 34.48% of the total issued share capital of our Company as of the date
of this prospectus. See “History, Development and Corporate Structure — The Controlling
Shareholders Group.”

Immediately following the completion of the Global Offering (assuming the Offer Size
Adjustment Option and the Over-allotment Option are not exercised), the Controlling
Shareholders Group will, directly and indirectly, continue to control in aggregate
approximately 32.70% of our total issued share capital. Therefore, they will remain as the
Controlling Shareholders Group upon the Listing.
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INDEPENDENCE FROM THE CONTROLLING SHAREHOLDERS GROUP

Our Directors consider that we are capable of carrying on our business independently
from the Controlling Shareholders Group and their respective close associates after the Listing,
taking into consideration the factors below.

Management Independence

Our Board consists of 11 Directors, namely 4 executive Directors, 3 non-executive
Director and 4 independent non-executive Directors. Dr. Luo and Mr. Son are also members of
our Board, serving as our chairperson of the Board and executive Director, and our executive
Director, respectively.

Our Directors consider that we are able to carry on our business independently from the
Controlling Shareholders Group and their respective close associates from a management
perspective for the following reasons:

(a) our daily management and operations are carried out by a senior management team,
all of whom have substantial experience in the industry in which our Company is
engaged, and will therefore be able to make business decisions that are in the best
interests of our Group. For details of the industry experience of our senior
management team, please see “Directors, Supervisors and Senior Management.”;

(b) each Director is aware of his/her fiduciary duties as a director which require, among
other things, that he/she acts for the benefit and in the interest of our Company and
does not allow any conflict between his/her duties as our Director and his/her
personal interests. In the event that there is a potential conflict of interest arising out
of any transaction to be entered into between our Group and a Director and/or
his/her associate, he/she shall abstain from voting and shall not be counted towards
the quorum for the voting;

(c) we have 4 independent non-executive Directors and certain matters of our Company
must always be referred to the independent non-executive Directors for review; and

(d) we have adopted a series of corporate governance measures to manage conflicts of
interest, if any, between our Group and the Controlling Shareholders Group which
would support our independent management. For details, see “— Corporate
Governance.”

Based on the above, our Directors believe that our Board as a whole and together with our
senior management are able to perform the managerial role in our Group independently from
the Controlling Shareholders Group and their respective close associates after the Listing.
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Operational Independence

We do not rely on the Controlling Shareholders Group and their respective close
associates for our business development, staffing, logistics, administration, finance, internal
audit, information technology, sales and marketing, or company secretarial functions. We have
our own departments specializing in these respective areas which have been in operation and
are expected to continue to operate separately and independently from the Controlling
Shareholders Group and their respective close associates. In addition, we have our own
headcount of employees for our operations and management for human resources.

We have independent access to suppliers and customers and an independent management
team to handle our day-to-day operations. We are also in possession of all relevant licenses,
certificates, facilities and intellectual property rights necessary to carry on and operate our
principal businesses and we have sufficient operational capacity in terms of capital and
employees to operate independently.

Based on the above, our Directors believe that we are able to operate independently of the
Controlling Shareholders Group and their respective close associates.

Financial Independence

We have an independent financial system and make financial decisions according to our
Group’s own business needs. We have internal control and accounting systems and an
independent finance department in charge of our treasury function. We do not expect to rely
on the Controlling Shareholders Group and their respective close associates for financing after
the Listing as we expect that our working capital will be funded by the cash, cash equivalent
on hand as well as the proceeds from the Global Offering.

In addition, we are capable of obtaining financing from independent third parties without
relying on any guarantee or security provided by the Controlling Shareholders Group or their
respective close associates. As of the Latest Practicable Date, there were no outstanding loans
or guarantee provided by or granted to the Controlling Shareholders Group or their respective
close associates. During the Track Record Period and as of the Latest Practicable Date, we had
received a series of Pre-IPO Investments from third party investors independently. For details
of the Pre-IPO Investments, please see “History, Development and Corporate Structure.”

Based on the above, our Directors believe that we are capable of carrying on our business
independently of, and do not place undue reliance on the Controlling Shareholders Group after
the Listing.
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INTERESTS OF THE CONTROLLING SHAREHOLDERS GROUP IN OTHER
BUSINESSES

The Controlling Shareholders Group confirmed that as of the Latest Practicable Date,
they did not have any interest in other business, apart from the business of our Group, which
competes or is likely to compete, directly or indirectly, with our business, which would require
disclosure under Rule 8.10 of the Listing Rules.

CORPORATE GOVERNANCE

Our Company will comply with the provisions of the Corporate Governance Code in
Appendix C1 to the Listing Rules (the “Corporate Governance Code”), which sets out
principles of good corporate governance.

Our Directors recognize the importance of good corporate governance in protection of our
Shareholders’ interests. We would adopt the following measures to safeguard good corporate
governance standards and to avoid potential conflict of interests between our Group and the
Controlling Shareholders Group:

(a) where a Shareholders’ meeting is to be held for considering proposed transactions
in which the Controlling Shareholders Group or any of their respective close
associates has a material interest, the Controlling Shareholders Group will not vote
on the resolutions and shall not be counted in the quorum in the voting;

(b) as part of our preparation for the Global Offering, we have amended our Articles of
Association to comply with the Listing Rules which will become effective upon
Listing. In particular, our Articles of Association provides that, a Director shall be
abstained from voting on any resolution approving any contract, transaction or
arrangement in which such Director or any of his/her close associates has a material
interest nor shall such Director be counted in the quorum present at the Board
meeting;

(c) our Company has established internal control mechanisms to identify connected
transactions. Upon the Listing, if our Company enters into connected transactions
with the Controlling Shareholders Group or any of its associates, our Company will
comply with the applicable Listing Rules;

(d) we are committed that our Board shall include a balanced composition of executive
Directors and non-executive Directors (including independent non-executive
Directors). We have appointed 4 independent non-executive Directors, and we
believe our independent non-executive Directors (i) possess sufficient experiences,
(ii) are free of any business or other relationship which could interfere in any
material manner with the exercise of their independent judgment, and (iii) will be
able to provide an impartial and external opinion to protect the interests of our
Shareholders as a whole. For details of the independent non-executive Directors, see
“Directors, Supervisors and Senior Management.”;
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(e) where our Directors reasonably request the advice of independent professionals,
such as financial advisors, the appointment of such independent professionals will
be made at our Company’s expenses; and

(f) we have appointed Maxa Capital Limited as our Compliance Advisor to provide
advice and guidance to us in respect of compliance with the Listing Rules, including
various requirements relating to corporate governance.

Based on the above, our Directors are satisfied that sufficient corporate governance
measures have been put in place to manage conflicts of interest between our Group and the
Controlling Shareholders Group, and to protect minority Shareholders’ interests after the
Listing.
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BOARD OF DIRECTORS

Our Board of Directors comprises 11 Directors, including 4 executive Directors, 3
non-executive Director and 4 independent non-executive Directors. Our Directors serve a term
of three years and may be re-elected for successive reappointments.

The following table sets out information in respect of the Directors.

Name Age Position/Title

Date of
Appointment
as Director

Date of
Joining our

Group Role and Responsibility

Executive Directors

Dr. Weiwei Luo � 54 Founder,
chairperson of the
Board, executive
Director

July 17, 2017 July 17, 2017 Responsible for overall business
development and strategic planning
of our Group, and serving as the
chairperson of the Nomination
Committee and a member of the
Remuneration Committee

Mr. Jay Hyung
Son � � � � � � �

62 Executive Director July 17, 2017 July 17, 2017 Responsible for business
development of our Group

Dr. Wu Jingang
(�N�–�]�ù�{ ) � �

57 Executive Director
and chief
executive officer

January 12,
2023

November 5,
2022

Responsible for overall business
development and operation of
our Group

Mr. Zhong Shan
(�¤�†�‹�[ ) � � �

52 Executive Director
and chief
financial officer

July 17, 2017 July 17, 2017 Responsible for financial
management, investment, and
financing of our Group

Non-executive Directors

Dr. Wang Can
(�Ó���ù�{ ) � � �

40 Non-executive
Director

January 26,
2022

January 26,
2022

Performing duties as a Director in
accordance with the Articles and
relevant laws and regulations

Ms. Zhang
Yanhong
(
u���Î�~�{ ) � �

43 Non-executive
Director

January 26,
2022

January 26,
2022

Performing duties as a Director in
accordance with the Articles and
relevant laws and regulations

Ms. Cui Mizi
(
f�÷�•�~�{ ) � �

44 Non-executive
Director

September 27,
2023

September 27,
2023

Performing duties as a Director in
accordance with the Articles and
relevant laws and regulations
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Name Age Position/Title

Date of
Appointment
as Director

Date of
Joining our

Group Role and Responsibility

Independent Non-executive Directors

Mr. Wong Hin
Wing, MH, JP
(
»���ò�‹�[ ,
�ò�‘�”�Ý ,�Ä�;
�[�{ ) � � � � � �

61 Independent
non-executive
Director

May 21, 2024 May 21, 2024 Performing duties as an independent
non-executive Director in
accordance with the Articles, and
serving as the chairperson of the
Audit Committee

Dr. Yi Jiming
(�ø�1�ü�ù�{ ) � �

56 Independent
non-executive
Director

May 21, 2024 May 21, 2024 Performing duties as an independent
non-executive Director in
accordance with the Articles, and
serving as a member of the
Nomination Committee and the
Audit Committee

Dr. Yang, Simon
Shi-Ning (�@�{
�¹�ù�{ ) � � � � �

64 Independent
non-executive
Director

May 21, 2024 May 21, 2024 Performing duties as an independent
non-executive Director in
accordance with the Articles, and
serving as the chairperson of the
Remuneration Committee and a
member of the Nomination
Committee

Dr. Chan, Philip
Ching Ho
(�Ó�M�´�ù�{ ) � �

75 Independent
non-executive
Director

May 21, 2024 May 21, 2024 Performing duties as an independent
non-executive Director in
accordance with the Articles, and
serving as a member of the
Remuneration Committee and the
Audit Committee

Executive Directors

Dr. Weiwei Luo, aged 54, is our founder, chairperson of the Board and executive
Director. She was appointed as a Director and the chairperson of the Board on July 17, 2017
and was appointed as an executive Director on May 21, 2024. She is responsible for overall
business development and strategic planning of our Group. Dr. Luo has also held various
positions in several subsidiaries of our Group, including as the chairperson of the board of
directors of Inno Suzhou and Inno Shenzhen since October 2017 and November 2020,
respectively.
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At present, Dr. Chan serves as an independent non-executive director of Solomon Systech
(International) Limited (�z�˜���¬���Þ�"�®�! ), a company listed on the Hong Kong Stock
Exchange (stock code: 2878), since December 2020. He is also the founder and non-executive
director of APT Electronics Co., Ltd. (�?���z�Å�e�•�p�…�Þ�"�®�! ) a company listed on the
Hong Kong Stock Exchange (stock code: 2551).

Dr. Chan received a bachelor of science in electrical engineering from University of
California at Davis in June 1973 in the United States, his master of science in electrical
engineering and doctor in electrical engineering both from University of Illinois at Urbana-
Champaign in the United States in October 1975 and October 1978, respectively. He has been
a fellow member of the Hong Kong Institution of Engineers since December 1995. He was
qualified as a fellow of the Institute of Electrical and Electronics Engineering in January 2007
and a fellow of the Hong Kong Academy of Engineering Sciences in December 2013. He was
awarded the Bronze Bauhinia Star by the Hong Kong Government in Hong Kong in July 2013.
From October 2008 to October 2016, Dr. Chan served as a director of the Hong Kong Applied
Science and Technology Research Institute. He currently also serves as a member of the
Committee on Innovation, Technology and Re-industrialization of the Government of Hong
Kong as well as a professor emeritus at the Hong Kong Polytechnic University.

SUPERVISORY COMMITTEE

Our Supervisory Committee comprises five members. Our Supervisors serve a term of
three years and may be re-elected for successive reappointments. The functions and duties of
the Supervisory Committee include reviewing financial reports, business reports and profit
distribution plans prepared by the Board and overseeing the financial and business performance
of our Group. They are also entitled to appoint certified public accountants and practicing
auditors to re-examine our Company’s financial information where necessary.

The following table sets out information in respect of the Supervisors.

Name Age Position/Title

Date of
Appointment

as
Supervisor

Date of
Joining our

Group Role and Responsibility

Dr. Huang Xi
(
»���ù�{ ) � � � �

40 Shareholders’
representative
Supervisor

September
2023

September
2023

Performing duties as a Supervisor in
accordance with the Articles as
well as relevant laws and
regulations

Mr. Ren Weifeng
(�‚�
�¤�‹�[ ) � � �

54 Shareholders’
representative
Supervisor

April 2024 April 2024 Performing duties as a Supervisor in
accordance with the Articles as
well as relevant laws and
regulations
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Remuneration Committee

We have established a Remuneration Committee with written terms of reference in
compliance with Rule 3.25 of the Listing Rules and paragraph E.1 of Part 2 of the Corporate
Governance Code, Appendix C1 to the Listing Rules. The Remuneration Committee consists
of three Directors, namely Dr. Yang, Simon Shi-Ning, Dr. Luo and Dr. Chan, Philip Ching Ho.
Dr. Yang, Simon Shi-Ning serves as the chairperson of the Remuneration Committee. The
primary duties of the Remuneration Committee are to establish and review the policy and
structure of the remuneration for our Directors and senior management and make
recommendations on remuneration packages of individual executive Directors and senior
management.

Nomination Committee

We have established a Nomination Committee with written terms of reference in
compliance with Rule 3.27A of the Listing Rules and paragraph B.3 of Part 2 of the Corporate
Governance Code, Appendix C1 to the Listing Rules. The Nomination Committee consists of
three Directors, namely Dr. Luo, Dr. Yi Jiming and Dr. Yang, Simon Shi-Ning. Dr. Luo serves
as the chairperson of the Nomination Committee. The primary duties of the Nomination
Committee are to review the Board structure, size and composition, make recommendations to
our Board on the appointment or re-appointment of Directors and review the Company’s board
diversity policy.

CONFIRMATION FROM OUR DIRECTORS

Rule 3.09D of the Listing Rules

Each of our Directors confirms that he or she (i) has obtained the legal advice referred
to under Rule 3.09D of the Listing Rules on May 21, 2024 and May 28, 2024 (as the case may
be) and (ii) understands the requirements under the Listing Rules that are applicable to him or
her as a director of a listed issuer under the Listing Rules and the possible consequences of
making a false declaration or giving false information to the Stock Exchange.

Rule 3.13 of the Listing Rules

Each of the independent non-executive Directors has confirmed (i) his independence as
regards each of the factors referred to in Rules 3.13(1) to (8) of the Listing Rules, (ii) he has
no past or present financial or other interest in the business of our Company or its subsidiaries
or any connection with any core connected person of our Company under the Listing Rules as
of the Latest Practicable Date, and (iii) that there are no other factors that may affect his
independence at the time of his appointments.
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COMPENSATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

We offer our executive Directors, Supervisors and senior management members, who are
also the Company’s employees, compensation in the form of fees, salaries, retirement benefit
scheme contributions, discretionary bonus, housing allowances and other benefits in kind. Our
independent non-executive Directors receive compensation with reference to their respective
positions and duties, including being a member or the chairperson of Board committees.

For the years ended December 31, 2021, 2022 and 2023, the aggregate amount of
remuneration paid or payable to our Directors and Supervisors amounted to RMB10.61 million,
RMB14.29 million and RMB44.56 million, respectively.

Under the arrangement currently in force, we estimate the total compensation before
taxation, including estimated-share based compensation, to be accrued to our Directors and our
Supervisors for the year ending December 31, 2024 to be approximately RMB45.57 million.
The actual remuneration of Directors and Supervisors in 2024 may be different from the
expected remuneration.

For each of the years ended December 31, 2021, 2022 and 2023 and the six months ended
June 30, 2024, there were 3, 0, 1 and 1 Directors among the five highest paid individuals,
respectively. The total emoluments for the remaining individuals among the five highest paid
individuals amounted to RMB4.39 million, RMB26.78 million, RMB25.56 million and
RMB13.14 million, for the years ended December 31, 2021, 2022 and 2023 and the six months
ended June 30, 2024, respectively.

We confirmed that during the Track Record Period, no consideration was paid by our
Company to, or receivable by, our Directors for making available directors’ services or as
termination benefits.

Save as disclosed above, no other payments have been paid, or are payable, by our
Company or any of our subsidiary to our Directors, Supervisors or the five highest paid
individuals during the Track Record Period.

CORPORATE GOVERNANCE

Our Company is committed to achieving high standards of corporate governance with a
view to safeguarding the interests of our Shareholders. To accomplish this, our Company
complies or intends to comply with the corporate governance requirements under the Corporate
Governance Code set out in Appendix C1 to the Hong Kong Listing Rules after the Listing.

BOARD DIVERSITY POLICY

In order to enhance the effectiveness of our Board and to maintain the high standard of
corporate governance, we have adopted the board diversity policy which sets out the objective
and approach to achieve and maintain diversity of our Board. Pursuant to the board diversity
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policy, we seek to achieve Board diversity through the consideration of a number of factors
when selecting the candidates to our Board, including but not limited to gender, skills, age,
professional experience, knowledge, cultural and educational background, ethnicity and length
of service. The ultimate decision of the appointment will be based on merit and the contribution
which the selected candidates will bring to our Board.

Our Directors have a balanced mix of knowledge and skills, including overall
management and strategic development, quality assurance and control, finance and accounting
and corporate governance in addition to industry experience relevant to our Group’s operations
and business. They obtained degrees in various majors including science, engineering,
economics, and business administration. We have four independent non-executive Directors
with different industry backgrounds, representing more than one third of the members of our
Board. Furthermore, our Board has a diverse age and gender representation. Taking into
account our existing business model and specific needs as well as the different background of
our Directors, the composition of our Board satisfies our board diversity policy.

Our Nomination Committee is responsible for reviewing the structure and diversity of the
Board and selecting individuals to be nominated as Directors. After the Listing, our
Nomination Committee will monitor and evaluate the implementation of the board diversity
policy from time to time to ensure its continued effectiveness, and when necessary, make any
revisions that may be required and recommend any such revisions to our Board for
consideration and approval. The Nomination Committee will also include in our corporate
governance report a summary of the board diversity policy, including any measurable
objectives set for implementing the board diversity policy and the progress on achieving these
objectives, on an annual basis.

EMPLOYEE INCENTIVE SCHEMES

For more information, please refer to “History, Development and Corporate Structure —
Employee Share Incentive Scheme” and “Appendix VII — Statutory and General Information
— Further Information about our Directors, Supervisors, Management and Substantial
Shareholders — 5. Pre-IPO Share Plan.”

COMPLIANCE ADVISOR

We have appointed Maxa Capital Limited as our Compliance Advisor pursuant to Rule
3A.19 of the Listing Rules. The Compliance Advisor will provide us with guidance and advice
as to compliance with the Listing Rules and other applicable laws, rules, codes and guidelines.
Pursuant to Rule 3A.23 of the Listing Rules, the Compliance Advisor will advise our Company
in certain circumstances including:

(a) before the publication of any regulatory announcement, circular or financial report;

(b) where a transaction, which might be a notifiable or connected transaction, is
contemplated, including share issues and share repurchases;
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(c) where we propose to use the proceeds of the Global Offering in a manner different
from that detailed in this prospectus or where our business activities, developments
or results deviate from any forecast, estimate or other information in this prospectus;
and

(d) where the Hong Kong Stock Exchange makes an inquiry to our Company regarding
unusual movements in the price or trading volume of its listed securities or any other
matters in accordance with Rule 13.10 of the Listing Rules.

The term of the appointment will commence on the Listing Date and is expected to end
on the date on which our Company complies with Rule 13.46 of the Listing Rules in respect
of our financial results for the first full financial year commencing after the Listing.
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This section presents certain information regarding our share capital before and upon
completion of the Global Offering.

BEFORE THE GLOBAL OFFERING

As of the Latest Practicable Date, the registered capital of our Company was
RMB833,788,253, comprising 833,788,253 Shares of nominal value RMB1.00 each.

UPON COMPLETION OF THE GLOBAL OFFERING

Immediately following completion of the Global Offering and conversion of Domestic
Unlisted Shares into H Shares, assuming the Offer Size Adjustment Option and the
Over-allotment Option are not exercised, the share capital of our Company will be as follows:

Description of Shares Number of Shares
Approximate percentage

to total share capital

(%)

Domestic Unlisted Shares � � � � � � � � � � � 389,559,466 44.53
H Shares converted from Domestic

Unlisted Shares(1)� � � � � � � � � � � � � � � � 444,228,787 50.53
H Shares to be issued under the

Global Offering � � � � � � � � � � � � � � � � � 45,364,000 5.16

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � 879,152,253 100.00

(1) For details of the identities of the Shareholders whose Shares will be converted into H Shares upon
Listing, see “History, Development and Corporate Structure — Public Float” and “History,
Development and Corporate Structure — Capitalization of our Company.”

Immediately following completion of the Global Offering and conversion of Domestic
Unlisted Shares into H Shares, assuming the Offer Size Adjustment Option is fully exercised
and the Over-allotment Option is not exercised, the share capital of our Company will be as
follows:

Description of Shares Number of Shares
Approximate percentage

to total share capital

(%)

Domestic Unlisted Shares � � � � � � � � � � � 389,559,466 43.97
H Shares converted from Domestic

Unlisted Shares(1)� � � � � � � � � � � � � � � � 444,228,787 50.14
H Shares to be issued under the Global

Offering � � � � � � � � � � � � � � � � � � � � � � � 45,364,000 5.12
H Shares to be issued pursuant to the

exercise of the Offer Size Adjustment
Option in full � � � � � � � � � � � � � � � � � � � 6,804,000 0.77

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � 885,956,253 100.00
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Immediately following completion of the Global Offering and conversion of Domestic
Unlisted Shares into H Shares, assuming the Offer Size Adjustment Option is not exercised and
the Over-allotment Option is fully exercised, the share capital of our Company will be as
follows:

Description of Shares Number of Shares
Approximate percentage

to total share capital

(%)

Domestic Unlisted Shares � � � � � � � � � � � 389,559,466 43.97
H Shares converted from Domestic

Unlisted Shares(1)� � � � � � � � � � � � � � � � 444,228,787 50.14
H Shares to be issued under the

Global Offering � � � � � � � � � � � � � � � � � 45,364,000 5.12
H Shares to be issued pursuant to the

exercise of Over-allotment
Option in full � � � � � � � � � � � � � � � � � � � 6,804,600 0.77

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � 885,956,853 100.00

Immediately following completion of the Global Offering and conversion of Domestic
Unlisted Shares into H Shares, assuming the Offer Size Adjustment Option is fully exercised
and the Over-allotment Option is fully exercised, the share capital of our Company will be as
follows:

Description of Shares Number of Shares
Approximate percentage

to total share capital

(%)

Domestic Unlisted Shares � � � � � � � � � � � 389,559,466 43.59
H Shares converted from Domestic

Unlisted Shares(1)� � � � � � � � � � � � � � � � 444,228,787 49.70
H Shares to be issued under the Global

Offering � � � � � � � � � � � � � � � � � � � � � � � 45,364,000 5.08
H Shares to be issued pursuant to the

exercise of the Offer Size Adjustment
Option in full � � � � � � � � � � � � � � � � � � � 6,804,000 0.76

H Shares to be issued pursuant to the
exercise of Over-allotment
Option in full � � � � � � � � � � � � � � � � � � � 7,825,200 0.88

Total � � � � � � � � � � � � � � � � � � � � � � � � � � � 893,781,453 100.00

(1) For details of the identities of the Shareholders whose Shares will be converted into H Shares upon
Listing, see “History, Development and Corporate Structure — Public Float” and “History,
Development and Corporate Structure — Capitalization of our Company.”
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SHARE CLASSES

Upon completion of the Global Offering and conversion of our Domestic Unlisted Shares
into H Shares, we would have two classes of Shares: H Shares as one class of Shares, Domestic
Unlisted Shares as another class. Domestic Unlisted Shares and H Shares are all ordinary
Shares in the share capital of our Company. However, apart from certain qualified domestic
institutional investors in the PRC, the qualified PRC investors under the Shanghai — Hong
Kong Stock Connect or the Shenzhen — Hong Kong Stock Connect and other persons who are
entitled to hold our H Shares pursuant to relevant PRC laws and regulations or upon approvals
of any competent authorities (such as our certain existing Shareholders the Domestic Unlisted
Shares held by whom will be converted in to H shares according to the approval of the CSRC),
H Shares generally cannot be subscribed for by or traded between legal or natural persons of
the PRC.

The differences between the two classes of shares and provisions on class rights, the
dispatch of notices and financial reports to Shareholders, registration of Shares on different
registers of Shareholders, the method of share transfer and appointment of dividend receiving
agents are set out in the Articles of Association and summarized in “Appendix VI — Summary
of Articles of Association.” The rights conferred on any class of Shareholders may not be
varied or abrogated unless approved by a special resolution of the general meeting of
Shareholders and by the holders of Shares of that class at a separate meeting. The
circumstances which shall be deemed to be a variation or abrogation of the rights of a class are
listed in “Appendix VI — Summary of Articles of Association.”

Except for the differences above, Domestic Unlisted Shares and H Shares will however
rank pari passu with each other in all other respects and, in particular, will rank equally for all
dividends or distributions declared, paid or made after the date of this prospectus. All dividends
for H Shares will be denominated and declared in Renminbi, and paid in Hong Kong dollars
or Renminbi, whereas all dividends for Domestic Unlisted Shares will be paid in Renminbi.
Other than cash, dividends can also be paid in the form of shares.

CONVERSION OF DOMESTIC UNLISTED SHARES INTO H SHARES

If any of the Domestic Unlisted Shares are to be converted, listed and traded as H Shares
on the Hong Kong Stock Exchange, such conversion, listing and trading will need the filling
of the relevant PRC regulatory authorities, including the CSRC, and the approval of the Hong
Kong Stock Exchange.

Register with the CSRC and Full Circulation Application

In accordance with the Overseas Listing Trial Measures and related guidelines, H-share
listed companies which apply for the conversion of Domestic Unlisted Shares into H shares for
and submit listing and circulation on the Hong Kong Stock Exchange shall file with the CSRC
materials on key compliance issues. An unlisted domestic joint stock company may apply for
“Full circulation” when applying for an overseas initial public offering.
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The Company applied for a “Full circulation” filing when filing with the CSRC for an
overseas listing on June 13, 2024, and submitted the filing reports, authorization documents of
the shareholders of Domestic Unlisted Shares which applied for the H-share “Full circulation”,
undertaking on the compliance of share acquisition and other documents in accordance with the
requirements of the CSRC.

The Company have received the filing notice from the CSRC dated November 27, 2024
in relation to the registration of the overseas listing and “Full circulation”, pursuant to which
(1) the Company was approved to issue no more than 106,539,400 H Shares with a nominal
value of RMB1.00 each, which are all ordinary shares, and the Company may be listed on the
Main Board of the Hong Kong Stock Exchange; (2) a total of 444,228,787 Domestic Unlisted
Shares held by certain Shareholders of the Company (the “Full Circulation Participating
Shareholders”) were approved to be converted into H Shares, and the relevant Shares may be
listed on the Hong Kong Stock Exchange upon completion of the conversion.

Listing Approval by the Hong Kong Stock Exchange

We have applied to the Listing Committee of the Hong Kong Stock Exchange for the
granting of the listing of, and permission to deal in, (i) our H Shares to be issued pursuant to
the Global Offering (including any H Shares which may be issued pursuant to the exercise of
the Offer Size Adjustment Option and the Over-allotment Option); and (ii) the H Shares to be
converted from 444,228,787 Domestic Unlisted Shares, which is subject to the approval by the
Hong Kong Stock Exchange.

We will perform the following procedures for the conversion of the relevant Domestic
Unlisted Shares into H Shares after receiving the approval of the Hong Kong Stock Exchange:
(1) giving instructions to our H Share Registrar regarding relevant share certificates of the
converted H Shares; and (2) enabling the converted H Shares to be accepted as eligible
securities by HKSCC for deposit, clearance and settlement in the CCASS.

Domestic Procedures

Pursuant to the relevant regulations, the Full Circulation Participating Shareholders may
only deal in the Shares upon completion of the below arrangement procedures for the
registration, deposit and transaction settlement in relation to the conversion and listing:

1. We will appoint CSDC as the nominal holder to deposit the relevant securities at
CSDC (Hong Kong), which will then deposit the securities at HKSCC in its own
name. CSDC, as the nominal holder of the Full Circulation Participating
Shareholders, shall handle all custody, maintenance of detailed records, cross-border
settlement and corporate actions, etc. relating to the converted H Shares for the Full
Circulation Participating Shareholders;
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2. We will engage a domestic securities company (the “Domestic Securities
Company”) to provide services such as sending orders for trading of the converted
H Shares and receipt of transaction returns. The Domestic Securities Company will
engage a Hong Kong securities company (the “Hong Kong Securities Company”)
for settlement of share transactions. We will make an application to CSDC,
Shenzhen Branch for the maintenance of a detailed record of the initial holding of
the converted H Shares held by our Shareholders. Meanwhile, we will submit
applications for a domestic transaction commission code and abbreviation, which
shall be confirmed by CSDC, Shenzhen Branch as authorized by Shenzhen Stock
Exchange;

3. The Shenzhen Stock Exchange shall authorize Shenzhen Securities Communication
Co., Ltd. to provide services relating to transmission of trading orders and
transaction returns in respect of the converted H Shares between the Domestic
Securities Company and the Hong Kong Securities Company, and the real-time
market forwarding services of the H Shares;

4. According to the Notice of the SAFE on Issues Concerning the Foreign Exchange
Administration of Overseas Listing (�•
7�•�.
Ò�M�#�…�ë�õ�¤�.�j�9�.
Ò�M�#�Þ�ë

*�Z�Y�·�]�‘ ), the Full Circulation Participating Shareholders shall complete the
overseas shareholding registration with the local foreign exchange administration
bureau before the Shares are sold, and after the overseas shareholding registration,
open a specified bank account for the holding of overseas shares by domestic
investors at a domestic bank with relevant qualifications and open a fund account for
the H Share “Full Circulation” at the Domestic Securities Company. The Domestic
Securities Company shall open a securities trading account for the H Share “Full
Circulation” at the Hong Kong Securities Company; and

5. The Full Circulation Participating Shareholders shall submit trading orders of the
converted H Shares through the Domestic Securities Company. Trading orders of the
Full Circulation Participating Shareholders for the relevant Shares will be submitted
to the Hong Kong Stock Exchange through the securities trading account opened by
the Domestic Securities Company at the Hong Kong Securities Company. Upon
completion of the transaction, settlements between each of the Hong Kong
Securities Company and CSDC (Hong Kong), CSDC (Hong Kong) and CSDC,
CSDC and the Domestic Securities Company, and the Domestic Securities Company
and the Full Circulation Participating Shareholders, will all be conducted separately.

As a result of the conversion, the shareholding of the relevant Full Circulation
Participating Shareholders in our share capital registered shall be reduced by the number of
Domestic Unlisted Shares converted and increased by the number of H Shares so converted.
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A Shareholder holding Domestic Unlisted Shares not converted into H Shares can work
with the Company according to the Articles of Association and follow the procedures set out
in this prospectus to convert the Domestic Unlisted Shares into H Shares after the Listing if
they want, provided that such conversion of Domestic Unlisted Shares into and listing and
trading of H Shares will be subject to the approval of the relevant PRC regulatory authorities,
including the CSRC, the approval of the Hong Kong Stock Exchange and the satisfaction of the
public float requirement under the Listing Rules by the Company.

See “Risk Factors — Risks Relating to the Global Offering.”

TRANSFER OF SHARES ISSUED PRIOR TO THE GLOBAL OFFERING

Under the PRC Company Law, Shares which have been in issue before we publicly issue
Shares may not be transferred within one year from the date of listing on a stock exchange.
Accordingly, Shares issued by our Company prior to the Listing Date shall be subject to this
statutory restriction and not be transferred within a period of one year from the Listing Date.

Our Directors, Supervisors and members of the senior management of our Company shall
declare their shareholdings in our Company and any changes in their shareholdings. Shares
transferred by our Directors, Supervisors and such members of the senior management each
year during their term of office shall not exceed 25% of their total respective shareholdings in
our Company. The Shares that the aforementioned persons held in our Company cannot be
transferred within one year from the date on which the shares are listed and traded, nor within
half a year after they leave their positions in our Company. The Articles of Association may
contain other restrictions or conditions on the transfer of the Shares held by our Directors,
Supervisors, members of senior management of our Company and other Shareholders. For
further details, see “Appendix VI — Summary of Articles of Association.”

REGISTRATION OF SHARES NOT LISTED ON AN OVERSEAS STOCK EXCHANGE

According to the Notice of Centralized Registration and Deposit of Non-overseas Listed
Shares of Companies Listed on an Overseas Stock Exchange (�•�ë�õ�¤�.�j�9�®�!�¢�¤�.�j�9
�p�…
«�•�î	¾�À�M�Þ�ë�+�•�Y�·�]�‘ ) issued by the CSRC, our Company is required to
register and deposit our Shares that are not listed on the overseas stock exchange with the
CSDC within 15 working days upon the Listing and provide a written report to the CSRC
regarding the centralized registration and deposit of our Shares that are not listed on the
overseas stock exchange as well as the offering and listing of our H Shares.

SHAREHOLDERS’ GENERAL MEETINGS AND CLASS MEETINGS

For details of circumstances under which our Shareholders’ general meetings and
Shareholders’ class meetings are required, see “Appendix VI — Summary of Articles of
Association.”

For details of general mandate to issue and repurchase shares, and the Company’s Pre-IPO
Share Plan, see “Appendix VII — Statutory and General Information — Further Information
about our Directors, Supervisors, Management and Substantial Shareholders — 5. Pre-IPO
Share Plan.”

SHARE CAPITAL

– 355 –



So far as our Directors are aware, immediately upon Listing, the following persons will
have interests and/or short positions in the Shares or underlying shares of our Company which
would fall to be disclosed pursuant to the provisions of Divisions 2 and 3 of Part XV of the
SFO, or, directly or indirectly, be interested in 10% or more of the nominal value of any class
of share capital carrying the rights to vote in all circumstances at general meetings of our
Company:

Assuming that the Offer Size
Adjustment Option and the Over-
allotment Option are not exercised

Name of Shareholder Nature of Interest
Number of Shares

held(1)

Approximate
percentage of

shareholding in
the relevant class

of Shares after
the Global
Offering

Approximate
percentage of

shareholding in
the total share
capital of our

Company after
the Global
Offering

(%) (%)

Domestic Unlisted Shares
Dr. Luo � � � � � � � � � � � � � � � � � � Beneficial owner 24,604,652

Domestic Unlisted
Shares

6.32 2.80

Interests in
controlled
corporations(2)

96,300,985
Domestic Unlisted
Shares

24.72 10.95

Others(3) 22,818,868
Domestic Unlisted
Shares

5.86 2.60

Inno Holding� � � � � � � � � � � � � � � Beneficial owner(2) 43,001,465
Domestic Unlisted
Shares

11.04 4.89

Mr. Son � � � � � � � � � � � � � � � � � � Beneficial owner(3) 22,818,868
Domestic Unlisted
Shares

5.86 2.60

CM Bank � � � � � � � � � � � � � � � � Interest in
controlled
corporations(4)

65,880,676
Domestic Unlisted
Shares

16.91 7.49

Shenzhen CMB Growth No.17 Equity
Investment Fund L.P. (�	�­�9�Ý�Õ
�Ó�—�=�h�î�p�Æ�³��
?�–�¥�«�†�8
(�Þ�"�¥�« )) (“CMB Growth
No.17”) � � � � � � � � � � � � � � � �

Beneficial owner(4) 48,902,412
Domestic Unlisted
Shares

12.55 5.56

State-owned Assets Supervision and
Administration Office of Wujiang
District Government of Suzhou � � �

Interest in
controlled
corporations(5)

38,927,081
Domestic Unlisted
Shares

9.99 4.43
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Assuming that the Offer Size
Adjustment Option and the Over-
allotment Option are not exercised

Name of Shareholder Nature of Interest
Number of Shares

held(1)

Approximate
percentage of

shareholding in
the relevant class

of Shares after
the Global
Offering

Approximate
percentage of

shareholding in
the total share
capital of our

Company after
the Global
Offering

(%) (%)

Suzhou Wujiang Industrial
Investment Co., Ltd. (�=�È�9�N�ê
�*�8�³���Þ�"�®�! ) (“Wujiang
Industrial Investment”) � � � � � �

Beneficial owner(5) 44,749,893
Domestic Unlisted
Shares

11.49 5.09

Mr. Sun Yelin (�‘�8�
 ) � � � � � � � � � Interest in
controlled
corporations(6)

33,967,323
Domestic Unlisted
Shares

8.72 3.86

Shenzhen Huaye Tiancheng
Investment Co., Ltd. (�	�­
6�8�Â
�Ó�³���Þ�"�®�! ) (“Huaye
Investment”) � � � � � � � � � � � � �

Interest in
controlled
corporations(6)

33,967,323
Domestic Unlisted
Shares

8.72 3.86

H Shares
Dr. Luo � � � � � � � � � � � � � � � � � � Beneficial owner 24,604,653

H Shares
5.03 2.80

Interests in
controlled
corporations(2)

96,300,986
H Shares

19.67 10.95

Others(3) 22,818,868
H Shares

4.66 2.60

Inno Holding� � � � � � � � � � � � � � � Beneficial owner(2) 43,001,466
H Shares

8.78 4.89

CM Bank � � � � � � � � � � � � � � � � � Interest in
controlled
corporations(4)

65,880,674
H Shares

13.46 7.49

CMB Growth No.17 � � � � � � � � � � Beneficial owner(4) 48,902,412
H Shares

9.99 5.56

SK Inc. � � � � � � � � � � � � � � � � � � Interest in
controlled
corporations(7)

48,479,039
H Shares

9.90 5.51

SK China Company Limited (“SK
China”) � � � � � � � � � � � � � � � �

Beneficial owner(7) 48,479,039
H Shares

9.90 5.51
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Notes:

(1) All interests are long positions.

(2) Dr. Luo is (i) the controller of Inno Holding, (ii) the ultimate general partner of Innocore, (iii) the controller
of Inno HK, (iv) the ultimate general partner of Inno Youpeng, and (v) the general partner of Xinsheng Dapeng.
Therefore, Dr. Luo is deemed to be interested in a total of 96,300,985 Domestic Unlisted Shares and
96,300,986 H Shares converted from Domestic Unlisted Shares of our Company through Inno Holding,
Innocore, Inno HK, Inno Youpeng and Xinsheng Dapeng for the purpose of the SFO.

(3) Dr. Luo and Mr. Son agreed on the written voting rights arrangement and voting rights proxy agreement on
October 15, 2024 and November 24, 2024, respectively (the “Voting Rights Arrangements”). Mr. Son agreed,
among others, to have acted and will continue to act pursuant to Dr. Luo’s direction for all actions in relation
to the voting rights attached to the shares of our Company and Inno Holding, in which he was or has been
interested directly or indirectly pursuant to a written voting rights arrangement entered into between Dr. Luo
and Mr. Son on October 15, 2021. Further, pursuant to the voting rights proxy agreement (the “Voting Rights
Proxy Agreement”) entered into between Dr. Luo and Mr. Son on November 24, 2024, Mr. Son confirmed that
he has appointed and will appoint Dr. Luo as his true and lawful proxy to vote all shares of our Company and
Inno Holding that Mr. Son has been and will be interested at any and all meetings of shareholders of our
Company and Inno Holding (as the case may be), and on any and all actions taken by written consent of
shareholders of our Company and Inno Holding (as the case may be). Prior to the Voting Rights Proxy
Agreement, Mr. Son has acted pursuant to Dr. Luo’s direction for all actions in relation to the voting rights
attached to the shares of our Company and Inno Holding, in which he was or has been interested directly or
indirectly. The Voting Rights Arrangements will remain valid until termination with mutual written consent of
both parties.

(4) Each of the general partners of Shenzhen CMB Growth No.17 Equity Investment Fund L.P. (�	�­�9�Ý�Õ�Ó�—
�=�h�î�p�Æ�³��
?�–�¥�«�†�8 (�Þ�"�¥�« )) (“CMB Growth No.17”), Shenzhen CMB No.1 Equity Investment
L.P. (�	�­�9�Ý�Õ� �î�p�Æ�³���¥�«�†�8 (�Þ�"�¥�« )) (“CMB No.1”) and Shenzhen CMB Langyao Growth
Equity Investment Fund L.P. (�	�­�9�Ý�Õ�æ�Ú�Ó�—�p�Æ�³��
?�–�¥�«�†�8 (�Þ�"�¥�« )) (“CMB Langyao”) is
CMB Shenzhen, which is ultimately controlled by CM Bank. CMB Growth No.17, CMB No.1 and CMB
Langyao, (collectively, the “CMB Investors”) are therefore considered as a group of shareholders. Therefore,
CM Bank is deemed to be interested in a total of 65,880,676 Domestic Unlisted Shares and 65,880,674 H
Shares converted from Domestic Unlisted Shares of our Company through CMB Growth No.17, CMB No.1
and CMB Langyao for the purpose of the SFO. For details of the background of each of the CMB Investors,
see “History, Development and Corporate Structure — Pre-IPO Investments — Information about Our Major
Pre-IPO Investors.”

(5) Wujiang Industrial Investment is a wholly-owned subsidiary of Suzhou Wujiang Dongfang State-owned
Capital Investment and Management Co., Ltd. (�=�È�9�N�ê���Ù
7�Þ���I�³���¾���Þ�"�®�! ), which is
wholly-owned by the State-owned Assets Supervision and Administration Office of Wujiang District
Government of Suzhou (�=�È�9�N�ê
��[�O�A�´
7�Þ���*�9�–�M�#�l�®�� ). Therefore, the State-owned Assets
Supervision and Administration Office of Wujiang District Government of Suzhou is deemed to be interested
in the interests of Wujiang Industrial Investment in our Company for the purpose of the SFO.

(6) Each of the general partners of Shenzhen Tongchuang Zhuoyue Investment L.P. (�	�­�•�ô�Y
s�³���¥�«�†�8
(�Þ�"�¥�« ) (“Tongchuang Zhuoyue”), Hunan Huaye Tiancheng Venture Capital Investment L.P. (�³�Ì
6�8�Â
�Ó�ô�8�³���¥�«�†�8 (�Þ�"�¥�« )) (“Huaye Tiancheng”), Xiamen Huaye Qirong Venture Capital Partnership
L.P. (���˜
6�8
¼�D�ô�8�³���¥�«�†�8 (�Þ�"�¥�« )) (“Huaye Qirong”) and Shenzhen Gongchuang Future
Investment Partnership L.P. (�	�­�•�ô�J�8�³���¥�«�†�8 (�Þ�"�¥�« )) (“Gongchuang Future”) is ultimately
managed by Huaye Investment, which is ultimately controlled by Mr. Sun Yelin (�‘�8�
 ). Therefore, each of
Mr. Sun Yelin (�‘�8�
 ) and Huaye Investment is deemed to be interested in the interests of Tongchuang
Zhuoyue, Huaye Tiancheng, Huaye Qirong and Gongchuang Future in our Company for the purpose of the
SFO.

(7) SK China is ultimately controlled by SK Inc., a company incorporated in Korea and listed on the Korea
Exchange (stock code: 034730.KS). Therefore, SK Inc. is deemed to be interested in the interests of SK China
in our Company for the purpose of the SFO.
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Saved as disclosed herein, our Directors are not aware of any other person who will,
immediately following the completion of the Global Offering (assuming (i) the Offer Size
Adjustment Option and the Over-allotment Option are not exercised and (ii) the Full
Circulation Application of the Company are completed), have any interest and/or short
positions in the Shares or underlying shares of our Company which would fall to be disclosed
to the Company pursuant to the provisions of Divisions 2 and 3 of Part XV of the SFO, or, who
is, directly or indirectly, interested in 10% or more of the nominal value of any class of our
share capital carrying rights to vote in all circumstances at general meetings of our Company.
Our Directors are not aware of any arrangement which may at a subsequent date result in a
change of control of our Company or any other member of our Group.
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THE CORNERSTONE PLACING

We have entered into cornerstone investment agreements (each a “Cornerstone
Investment Agreement” and collectively, the “Cornerstone Investment Agreements”) with
the cornerstone investors, namely (i) STMicroelectronics Limited (“STHK”), (ii) Jiangsu
State-Owned Enterprise Mixed Ownership Reform Fund (Limited Partnership) (�ê�=
7�Þ�†�8

ÿ�¥�Ô�Þ�S�·�'
?�– (�Þ�"�¥�« )) (“Jiangsu Mixed Ownership Reform Fund”), (iii) Jiangsu
Suzhou High-end Equipment Industry Special Mother Fund (Limited Partnership) (�ê�=�=�È	÷
�L���ê�*�8
Y
°�N
?�– (�Þ�"�¥�« )) (“Suzhou High-end Equipment”) and (iv) Suzhou
Dongfang Chuanglian Investment Management Co., Ltd. (�=�È���Ù�ô�L�³���M�#�Þ�"�®�! )
(“Dongfang Chuanglian”) as set out below (each a “Cornerstone Investor” and collectively,
the “Cornerstone Investors”), pursuant to which the Cornerstone Investors have agreed to,
subject to certain conditions, subscribe or cause their designated entities to subscribe (as the
case maybe) at the Offer Price for such number of Offer Shares (rounded down to the nearest
whole board lot of 100 H Shares) that may be purchased for an aggregate amount of US$100
million, equivalent to approximately HK$777.19 million (calculated using the Hong Kong
dollar to US dollar exchange rate as disclosed in this Prospectus) (the “Cornerstone Placing”).

Assuming an Offer Price of HK$30.86 per Share, being the low-end of the indicative
Offer Price range set out in this prospectus, the total number of Offer Shares to be subscribed
by the Cornerstone Investors would be 25,121,300 Offer Shares. The table below reflects the
shareholding percentage immediately after the completion of the Global Offering.

Assuming the Offer Size Adjustment Option is not exercised Assuming the Offer Size Adjustment Option is exercised in full

Assuming the Over-allotment
Option is not exercised

Assuming the Over-allotment
Option is exercised in full

Assuming the Over-allotment
Option is not exercised

Assuming the Over-allotment
Option is exercised in full

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

55.38 2.86 48.15 2.84 48.15 2.84 41.87 2.81

Assuming an Offer Price of HK$32.26 per Share, being the mid-point of the indicative
Offer Price range set out in this prospectus, the total number of Offer Shares to be subscribed
by the Cornerstone Investors would be 24,031,100 Offer Shares. The table below reflects the
shareholding percentage immediately after the completion of the Global Offering.
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Assuming the Offer Size Adjustment Option is not exercised Assuming the Offer Size Adjustment Option is exercised in full

Assuming the Over-allotment
Option is not exercised

Assuming the Over-allotment
Option is exercised in full

Assuming the Over-allotment
Option is not exercised

Assuming the Over-allotment
Option is exercised in full

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

52.97 2.73 46.06 2.71 46.06 2.71 40.06 2.69

Assuming an Offer Price of HK$33.66 per Share, being the high-end of the indicative
Offer Price range set out in this prospectus, the total number of Offer Shares to be subscribed
by the Cornerstone Investors would be 23,031,600 Offer Shares. The table below reflects the
shareholding percentage immediately after the completion of the Global Offering.

Assuming the Offer Size Adjustment Option is not exercised Assuming the Offer Size Adjustment Option is exercised in full

Assuming the Over-allotment
Option is not exercised

Assuming the Over-allotment
Option is exercised in full

Assuming the Over-allotment
Option is not exercised

Assuming the Over-allotment
Option is exercised in full

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

Approximate
% of the Offer

Shares

Approximate
% of the total
issued share

capital
immediately

upon
completion of

the Global
Offering

50.77 2.62 44.15 2.60 44.15 2.60 38.39 2.58

Our Company is of the view that, leveraging on the experience and market position in the
semiconductor industry of STHK and the investment experience of Jiangsu Mixed Ownership
Reform Fund, Suzhou High-end Equipment and Dongfang Chuanglian, respectively, the
Cornerstone Placing will help raise the profile of our Company, and signify that such
Cornerstone Investors have confidence in our business and prospects. Our Company became
acquainted with the Cornerstone Investors in its ordinary course of operation through the
Group’s business network or through the introduction by the Overall Coordinators in the
Global Offering.
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The Cornerstone Placing will form part of the International Offering, the Cornerstone
Investors will not acquire any Offer Shares under the Global Offering other than pursuant to
the Cornerstone Investment Agreement. The Offer Shares to be subscribed for by the
Cornerstone Investors will rank pari passu in all respects with the fully paid Shares in issue
and will be counted towards the public float for the purpose of Rule 8.08 of the Listing Rules.
The three largest public Shareholders will not hold more than 50% of the Shares held in public
hands at the time of the Listing in compliance with Rule 8.08(3) and Rule 8.24 of the Listing
Rules. Immediately following the completion of the Global Offering, the Cornerstone Investors
and its close associates will not, by virtue of the Cornerstone Placing, have any Board
representation in our Company; and none of the Cornerstone Investors and their close
associates will become a substantial Shareholder of our Company. The Cornerstone Investors
and their close associates do not have any preferential rights in the Cornerstone Investment
Agreements compared with other public Shareholders, other than a guaranteed allocation of the
relevant Offer Shares at the Offer Price.

As confirmed by each of the Cornerstone Investors, there are no side agreements or
arrangements between the Company, any member of the Group, or any of their respective
affiliates, directors, officers, employees, agents or representatives in the Global Offering and
the Cornerstone Investors, any of their respective affiliates, directors, officers, employees,
agents or representatives, or any benefit, direct or indirect, conferred on the Cornerstone
Investors, any of their respective affiliates, directors, officers, employees, agents or
representatives by virtue of or in relation to the Cornerstone Placing other than a guaranteed
allocation of the relevant Offer Shares at the Offer Price.

Save as disclosed above, to the best of the knowledge, information and belief of our
Company, (i) except that Dongfang Chuanglian, Jiangsu Mixed Ownership Reform Fund and
Suzhou High-end Equipment are the close associates of the Company’s existing shareholder,
Wujiang Industrial Investment, each of the Cornerstone Investors and their respective ultimate
beneficial owners is an Independent Third Party and is independent of the Group, its connected
persons and their respective close associates; (ii) none of the Cornerstone Investors is
accustomed to take or has taken instructions from our Company, the Directors, the Supervisors,
chief executive of our Company, the Controlling Shareholders Group, substantial Shareholders,
existing Shareholders or any of their subsidiaries or their respective close associates in relation
to the acquisition, disposal, voting or other disposition of the Offer Shares; and (iii) none of
the subscription of the Offer Shares by the Cornerstone Investors is directly or indirectly
financed, funded or backed back by our Company, the Directors, the Supervisors, chief
executive of our Company, the Controlling Shareholders Group, substantial Shareholders,
existing Shareholders or any of their subsidiaries or their respective close associates. In
addition, to the best knowledge of our Company, each of the Cornerstone Investors is
independent from each other and makes independent investment decisions.

As confirmed by each of the Cornerstone Investors, their subscription under the
Cornerstone Investment Agreements would be financed by their own internal financial
resources and they have sufficient funds to settle their respective investments under the
Cornerstone Placing. The Cornerstone Investors have confirmed that all necessary approvals
have been obtained with respect to the Cornerstone Placing, and that no specific approval from
any stock exchange (if relevant) or their shareholders is required for the relevant Cornerstone
Placing.
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As disclosed in “— the Cornerstone Investors” below, the ultimate beneficial owner of
each of Dongfang Chuanglian, Jiangsu Mixed Ownership Reform Fund and Suzhou High-end
Equipment is the State-owned Assets Supervision and Administration Office of Wujiang
District Government of Suzhou (�=�È�9�N�ê
��[�O�A�´
7�Þ���*�9�–�M�#�l�®�� ) (“Wujiang
SASAC”), Jiangsu Provincial People’s Government (�ê�=�²�[�O�A�´ ) and Suzhou Finance
Bureau (�=�È	Ì�A�… ), respectively. Therefore, each of Dongfang Chuanglian, Jiangsu Mixed
Ownership Reform Fund and Suzhou High-end Equipment is ultimately controlled by Jiangsu
Provincial People’s Government (�ê�=�²�[�O�A�´ ) or other different levels of government
bodies of Jiangsu Province. Dongfang Chuanglian, Jiangsu Mixed Ownership Reform Fund and
Suzhou High-end Equipment are therefore close associates of one of our existing Shareholders,
Wujiang Industrial Investment, a wholly-owned subsidiary of Suzhou Wujiang Dongfang
State-owned Capital Investment and Management Co., Ltd. (�=�È�9�N�ê���Ù
7�Þ���I�³���¾
���Þ�"�®�! ) (“Wujiang Dongfang State-owned Capital”). Wujiang Dongfang State-owned
Capital is ultimately controlled by Wujiang SASAC. As of the date of this Prospectus, Wujiang
Industrial Investment held approximately 6.92% of the total issued Shares of our Company. We
have applied for, and the Stock Exchange has granted us, a waiver from strict compliance with
Rule 10.04 and consent under paragraph 5(2) of Appendix F1 to the Listing Rules and Chapter
4.15 of the Guide to permit us to allocate the Offer Shares to Dongfang Chuanglian, Jiangsu
Mixed Ownership Reform Fund and Suzhou High-end Equipment. For details, see “Waivers
from Strict Compliance with the Listing Rules” in this prospectus.

If there is over-allocation in the International Offering, there may be delayed delivery of
the Offer Shares to be subscribed by the Cornerstone Investors under the Cornerstone Placing.
All of the Cornerstone Investors have agreed that the Overall Coordinators may, in their sole
discretion, defer the delivery of all or part of the Offer Shares that such Cornerstone Investors
have subscribed for to a date later than the Listing Date. All of the Cornerstone Investors,
including the aforesaid Cornerstone Investors who have agreed to a potential delayed delivery
arrangement, have agreed to fully pay for the relevant Offer Shares that they have subscribed
before dealings in the Company’s Offer Shares commence on the Stock Exchange. Where
delayed delivery takes place, the delayed delivery date should be no later than three business
days following the last day on which the Over-allotment Option may be exercised and no extra
payment will be made to the relevant Cornerstone Investors for the purpose of the delayed
delivery arrangement. The maximum number of Offer Shares that could be subject to the
delayed delivery arrangement is the maximum number of H Shares to be allotted under the
Over-allotment Option, i.e. 6,804,600 H Shares (assuming that the Offer Size Adjustment
Option is not exercised and the Over-allotment Option is exercised fully) and 7,825,200 H
Shares (assuming that the Offer Size Adjustment Option is exercised fully and the Over-
allotment Option is exercised fully). For details of the Over-allotment Option and the
stabilization action by the Stabilizing Manager, please refer to the paragraphs headed
“Structure of the Global Offering — Over-allotment Option” and “Structure of the Global
Offering — Stabilization” in this prospectus, respectively.
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The total number of Offer Shares to be subscribed for by the Cornerstone Investors under
the Cornerstone Investment Agreements may be affected by reallocation of the Offer Shares
between the International Offering and the Hong Kong Public Offering in the event of
over-subscription under the Hong Kong Public Offering, as described in the paragraphs headed
“Structure of the Global Offering — The Hong Kong Public Offering — Reallocation” in this
prospectus. Among the International Offering tranche, the number of Offer Shares to be
acquired by each of the four Cornerstone Investors may be reduced on a pro rata basis in
accordance with the terms of the Cornerstone Investment Agreements to satisfy the shortfall,
after taking into account the requirements under Appendix F1 to the Listing Rules as well as
the discretion of the Joint Representatives (for themselves and on behalf of the International
Underwriters) to exercise the Offer Size Adjustment Option and the Over-allotment Option.

Details of the actual number of Offer Shares to be allocated to the Cornerstone Investors
will be disclosed in the allotment results announcement of our Company to be published on or
around December 27, 2024.

THE CORNERSTONE INVESTORS

The information about our Cornerstone Investors set forth below has been provided by
our Cornerstone Investors in connection with the Cornerstone Placing.

STHK

STHK was established as a limited liability company in Hong Kong with a principal
business of semiconductor sales and marketing.

STHK is a wholly-owned subsidiary of STMicroelectronics N.V. (“ST NV”), which is a
company incorporated in the Netherlands with limited liability and listed on the Paris Stock
Exchange (STMPA: EN Paris), Milan Stock Exchange (STMMI.MI) and New York Stock
Exchange (NYSE: STM).

ST NV is a global semiconductor company that designs, develops, manufactures and
markets a broad range of products used in a wide variety of applications for the automotive,
industrial, personal electronics and communications equipment, computers and peripherals
end-markets.

Jiangsu Mixed Ownership Reform Fund

Jiangsu Mixed Ownership Reform Fund is a limited partnership established in the PRC,
primarily engaged in private equity investment fund management and venture capital fund
management services. The general partner of Jiangsu Mixed Ownership Reform Fund is
Jiangsu Gaotou Venture Capital Management Co., Ltd. (�ê�=	÷�³�ô�8�³���M�#�Þ�"�®�! )
(“Jiangsu Gaotou Venture”), which holds 1% of its equity interest. Jiangsu Gaotou Venture
is wholly-owned by Jiangsu Hi-Tech Investment Group Co., Ltd. (�ê�=	÷�Å�¦�³��
«� �Þ�"�®
�! ) (“Jiangsu Gaotou”), a limited liability company controlled by Jiangsu Provincial People’s

CORNERSTONE INVESTORS

– 364 –



Government (�ê�=�²�[�O�A�´ ). Jiangsu Gaotou Innovation Investment Co., Ltd. (�ê�=	÷�³�ô
�-�³���Þ�"�ª�‚�®�! ) and Jiangsu Gaotou Chuangzhi Investment Co., Ltd. (�ê�=	÷�³�ô�}�³��
�Þ�"�®�! ), both of which are wholly-owned subsidiaries of Jiangsu Gaotou, are also limited
partners of Jiangsu Mixed Ownership Reform Fund, and each holds 12% of the equity interest
in Jiangsu Mixed Ownership Reform Fund. Jiangsu Mixed Ownership Reform Fund has 17
other limited partners, each holding no more than 10% equity interest.

For the purpose of this cornerstone investment, Jiangsu Mixed Reform Fund will
subscribe for and hold the relevant number of the Offer Shares under the Cornerstone
Investment Agreements through its wholly-owned subsidiary, Jiangsu Govtor Inno Technology
Innovation Limited (�ê�=	÷�³�õ�U�Å�ô�Þ�"�®�! ).

Dongfang Chuanglian

Dongfang Chuanglian is a company established under the laws of the PRC with limited
liability. Its principal activities are equity investment management and investment consulting.
Dongfang Chuanglian is wholly-owned by Wujiang Dongfang State-owned Capital, which is
ultimately controlled by Wujiang SASAC.

For the purpose of the Cornerstone Investment, Dongfang Chuanglian, through its
wholly-owned subsidiary, Inno CL. Limited, will subscribe for and hold such number of Offer
Shares under the relevant Cornerstone Investment Agreement.

Suzhou High-end Equipment

Suzhou High-end Equipment is a limited partnership enterprise established in the PRC.
Its principal activities are equity investment, investment management and asset management
through private equity funds. The general partner of Suzhou High-end Equipment is Suzhou
Zhanxin Private Equity Fund Management Co., Ltd. (�=�È�·�-�÷
Í
?�–�M�#�Þ�"�®�! )
(“Suzhou Zhanxin Fund”), which holds 1% of its equity interest. Suzhou Zhanxin Fund is
held as to 75% by Suzhou Innovation Investment Group Co., Ltd. (�=�È�ô�-�³��
«� �Þ�"�®
�! ) (“Suzhou Innovation Investment”), which is ultimately controlled by the Suzhou Finance
Bureau (�=�È	Ì�A�… ), and as to 25% by Jiangsu Gaotou Zhanxin Private Equity Fund
Management Co., Ltd. (�ê�=	÷�³�·�-�÷
Í
?�–�M�#�Þ�"�®�! ), which is ultimately controlled
by the People’s Government of Jiangsu Province (�ê�=�²�[�O�A�´ ). The limited partners of
Suzhou High-end Equipment include Jiangsu Strategic Emerging Industries Mother Fund Co.,
Ltd. (�ê�=�²�·�+�Ì�-�3�*�8�N
?�–�Þ�"�®�! ), which is ultimately controlled by the People’s
Government of Jiangsu Province (�ê�=�²�[�O�A�´ ), holding 25% of its limited partnership
interest; Wujiang Dongfang State-owned Capital, which is ultimately controlled by Wujiang
SASAC, holding approximately 22.83% of its limited partnership interest; and Suzhou
Innovation Investment, holding 15.33% of its limited partnership interest. There are 16 other
limited partners of Suzhou High-end Equipment and each of them holds no more than 10%
equity interest therein.

For the purpose of the Cornerstone Investment, Suzhou High-end Equipment, through its
wholly-owned subsidiary, HK InnoSC Limited, will subscribe for and hold such number of
Offer Shares under the relevant Cornerstone Investment Agreement.
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Notes:

(1) The total investment amount excludes brokerage, SFC transaction levy, AFRC transaction levy and the Stock
Exchange trading fee and is calculated based on the exchange rates as described in the section headed
“Information about this Prospectus and the Global Offering — Currency Translations.”

(2) The total investment amount includes brokerage, SFC transaction levy, AFRC transaction levy and the Stock
Exchange trading fee and is calculated based on the exchange rates as described in the section headed
“Information about this Prospectus and the Global Offering — Currency Translations.”

(3) Subject to rounding down to the nearest whole board lot of 100 H Shares. Calculated based on the exchange
rate set out in “Information about this Prospectus and the Global Offering — Currency Translations.”

CLOSING CONDITIONS

The obligation of each of the Cornerstone Investors to acquire the Offer Shares under the
respective Cornerstone Investment Agreement is subject to, among other things, the following
closing conditions:

(i) the Underwriting Agreements for the Hong Kong Public Offering and the
International Offering being entered into and having become effective and
unconditional (in accordance with their respective original terms or as subsequently
waived or varied by agreement of the parties thereto) by no later than the time and
date as specified in the Underwriting Agreements, and neither of the aforesaid
Underwriting Agreements having been terminated;

(ii) the Offer Price having been agreed upon between our Company and the Overall
Coordinators (for themselves and on behalf of the Underwriters);

(iii) the Listing Committee having granted the approval for the listing of, and permission
to deal in, the H Shares (including the H Shares subscribed for by the Cornerstone
Investors) as well as other applicable waivers and approvals and such approval,
permission or waiver having not been revoked prior to the commencement of
dealings in the H Shares on the Stock Exchange;

(iv) no laws shall have been enacted or promulgated which prohibits the consummation
of the transactions contemplated in the Global Offering or the respective
Cornerstone Investment Agreements, and there being no orders or injunctions from
a court of competent jurisdiction in effect precluding or prohibiting consummation
of such transactions; and
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(v) the agreement, representations, warranties, undertakings, confirmations and
acknowledgements of the Cornerstone Investors under the respective Cornerstone
Investment Agreements are (as of the date of the respective Cornerstone Investment
Agreements) and will be (as of the Closing (as defined in the respective Cornerstone
Investment Agreements)) accurate and true in all respects and not misleading and
that there is no breach of the respective Cornerstone Investment Agreements on the
part of the relevant Cornerstone Investors.

RESTRICTIONS ON THE CORNERSTONE INVESTORS

Each of the Cornerstone Investors has agreed that without the prior written consent of our
Company, the Joint Sponsors and the Overall Coordinators, it will not, whether directly or
indirectly, at any time during the period of six months following the Listing Date (the
“Lock-up Period”), dispose of, in any way, any of the Offer Shares it has purchased, pursuant
to the respective Cornerstone Investment Agreement, save for certain limited circumstances,
such as transfers to any of its wholly-owned subsidiaries who will be bound by the same
obligations of the Cornerstone Investors, including the Lock-up Period restriction.
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You should read the following discussion and analysis in conjunction with our
consolidated financial statements, included in the Accountants’ Report in Appendix I,
together with the respective accompanying notes. Our consolidated financial information
has been prepared in accordance with HKFRS.

The following discussion and analysis contain forward-looking statements that
involve risks and uncertainties. These statements are based on our assumptions and
analysis in light of our experience and perception of historical trends, current conditions
and expected future developments, as well as other factors that we believe are
appropriate under the circumstances. However, our actual results could differ materially
from those anticipated in these forward-looking statements as a result of various factors,
including those set forth under “Risk Factors” and elsewhere in this document.

OVERVIEW

We are driving innovation in the global power semiconductor industry, dedicated to
advancing the GaN power semiconductor industry and fostering its ecosystem. We are the first
in the world to achieve mass production of 8-inch GaN-on-Si wafers and the only company that
offers a full voltage spectrum of GaN-on-Si semiconductor products on industrial scale.
Underpinned by our continual innovation and technological expertise, we design, develop and
manufacture various types of GaN products along the industry value chain, including discrete
chips, integrated circuits (ICs), wafers and modules, suitable for customers across a broad
range of sectors, including consumer electronics, renewable energy and industrial applications,
automotive electronics and data centers.

We have experienced strong revenue growth in recent years. Our revenue increased by
99.6% from RMB68.2 million in 2021 to RMB136.2 million in 2022, and further by 335.3%
to RMB592.7 million in 2023. Our revenue increased by 25.2% from RMB308.1 million in the
six months ended June 30, 2023 to RMB385.8 million in the six months ended June 30, 2024.
We had a loss for the period of RMB3,399.3 million, RMB2,205.5 million, RMB1,101.9
million and RMB579.7 million and RMB488.0 million in 2021, 2022 and 2023 and the six
months ended June 30, 2023 and 2024, respectively. Our adjusted net loss (non-HKFRS
measure), which was adjusted by adding back (i) changes in the carrying amount of liabilities
recognized for financial instruments issued to investors, (ii) equity-settled share-based
payment expenses, and (iii) listing expenses, amounted to RMB1,080.8 million, RMB1,276.9
million, RMB1,015.6 million, RMB549.0 million and RMB377.8 million in 2021, 2022 and
2023 and the six months ended June 30, 2023 and 2024, respectively.
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BASIS OF PRESENTATION

The consolidated statements of financial position as of 31 December 2021, 2022 and 2023
and the six months ended June 30, 2024 and the consolidated statements of profit or loss and
other comprehensive income, the consolidated statements of changes in equity and the
consolidated statements of cash flows, for each of the years ended 31 December 2021, 2022
and 2023 and the six months ended June 30, 2023 and 2024, and material accounting policy
information and other explanatory information (the “Historical Financial Information”) have
been prepared in accordance with all applicable HKFRSs, which collective term includes all
applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards and Interpretations issued by the Hong Kong Institute of Certified Public
Accountants. The Historical Financial Information also complies with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited. The measurement basis used in the preparation of the financial statements is the
historical cost basis except for the financial assets and liabilities stated at their fair value.

The preparation of the historical financial information in conformity with HKFRS
requires the use of certain critical accounting estimates. It also requires management to
exercise its judgment in the process of applying our accounting policies. The areas involving
a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the historical financial information, are disclosed in Note 3 to the Accountants’
Report in Appendix I to this document.

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS

The growth and future success of our business depend on many factors. While each of
these factors presents significant opportunities for our business, they also pose challenges that
we must successfully address in order to sustain our growth and improve our results of
operations.

General Factors

• overall economic growth and conditions;

• development and prosperity of the global semiconductor industry, in particular the
power semiconductor industry, as well as the penetration of GaN in power
semiconductor industry;

• conditions of the downstream markets of the semiconductor industry and the
resulting fluctuations in customer demand;

• technology development and competition in the semiconductor industry; and

• relevant laws and regulations, government policies and initiatives.
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Company-specific Factors

Our Ability to Enhance Technology and Offer Cutting-edge Products

The growth of our revenue depends on our ability to make technological advancements
and develop products and solutions that meet the evolving needs of our customers. Under the
IDM model, our R&D and manufacturing efforts are seamlessly coordinated throughout the
entire product development and delivery process, enabling us to continually deliver cutting-
edge products based on proprietary technologies. We are the first in the world to achieve mass
production of 8-inch GaN-on-Si wafers, and we house the world’s largest GaN power
semiconductor production capacity, shipment and revenue in 2023.

Our success also depends on our ability to anticipate industry trends and develop GaN
products with high performance that meet the evolving demands of our downstream customers
in various application fields. Leveraging the full-process control under the IDM model, we are
able to standardize our major products, including GaN Discrete Chips and GaN wafers, to make
them compatible with diverse customer needs and rapidly scale up production. Besides
standardized needs, the IDM model also enables us to rapidly respond to specialized customer
needs, develop and validate customized design and put viable projects into production, thereby
shortening the product delivery cycle and unleashing the full potential of our R&D and
technological strengths. We are the only company in the world to have the mass-production
capabilities for a full voltage spectrum of GaN-on-Si semiconductor products, encompassing
high- and low-voltage products. We also pioneered the effort in expanding the application of
GaN products by working closely with leading customers across a broad spectrum of sectors
including consumer electronics, automobile and renewable energies, introducing innovative
products to their respective markets, tackling pain points and bringing unique value. As of June
30, 2024, our cumulative shipment exceeded 850 million in terms of equivalent GaN discrete
chips. Our revenue from GaN Discrete Chips and GaN ICs increased from RMB27.8 million
in 2021 to RMB192.1 million in 2023 over a CAGR of 163.0% and increased by 141.6% from
RMB57.3 million in the six months ended June 30, 2023 to RMB138.4 million in the six
months ended June 30, 2024; our revenue from GaN wafers increased from RMB39.4 million
in 2021 to RMB208.7 million in 2023 over a CAGR of 130.1% and increased by 51.6% from
RMB91.7 million in the six months ended June 30, 2023 to RMB138.9 million in the six
months ended June 30, 2024; and, we started to have sales of GaN modules in 2023, recording
a revenue of RMB190.4 million in that year and RMB106.5 million in the six months ended
June 30, 2024. Our continued success depends significantly on our ability to advance our
technologies and offer innovative high-performance products to cater to customers’ evolving
demands. We also plan to further diversify our products and solutions to seize market
opportunities in a broad range of application scenarios.
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Our Ability to Control Costs and Improve Operational Efficiency

We incurred operational expenses, which consisted of R&D expenses, selling and
marketing expenses and administrative expenses, of RMB869.2 million, RMB849.6 million,
RMB685.9 million, RMB301.7 million and RMB398.1 million in 2021, 2022 and 2023 and the
six months ended June 30, 2023 and 2024, respectively, representing 1,274.3%, 623.9%,
115.7%, 97.9% and 103.2% of our total revenue for the respective periods. The R&D, design
and production of GaN materials and products are capital intensive. Our relentless focus on the
R&D of cutting-edge technologies and products also necessitates significant investment. Our
R&D expenses amounted to RMB661.7 million, RMB581.1 million, RMB348.7 million,
RMB167.9 million and RMB145.5 million in 2021, 2022 and 2023 and the six months ended
June 30, 2023 and 2024, respectively, accounting for 76.1%, 68.4%, 50.8%, 55.7% and 36.5%
of our total operational expenses for the respective periods.

Our significant R&D expenses are primarily due to high technological demands, which
are inherent in our business, and our groundbreaking initiatives in the exploration and
advancement of GaN materials — the centerpiece in the ongoing revolution of the power
semiconductor industry. High upfront investment in R&D enabled us to build our market
leadership and is expected to yield long-term results. We developed a range of technologies
based on our 8-inch GaN-on-Si technology platform, which include (i) GaN material
technologies, (ii) 8-inch GaN-on-Si product design technologies and (iii) 8-inch GaN-on-Si
production process technologies. As of the Latest Practicable Date, our R&D efforts had
accumulated 406 patents, which consisted of 331 invention patents and 75 utility model
patents, and 387 patent applications in the world. During the Track Record Period, as we
progressed from the R&D phase, which featured intensive testing and validation, to the mass
production phase, our R&D expenses decreased, and we started to experience increasing
commercial successes generated from our R&D investments. As our business grows, we expect
to benefit from our accumulated technological expertise to foster sustained innovation with
heightened efficiency. The potential of GaN semiconductor materials is vast, and we are poised
to tap into this potential by broadening their applications. Accordingly, we are committed to
furthering our R&D efforts to remain at the forefront of industry innovation.

In 2021, 2022 and 2023 and the six months ended June 30, 2023 and 2024, we incurred
cost of sales of RMB249.7 million, RMB530.3 million, RMB954.8 million, RMB542.8 million
and RMB469.1 million, respectively, which were primarily in line with the growth of our sales.
As we continue to scale up our mass production of 8-inch GaN-on-Si wafers, we expect to be
able to manage the increase in our cost of sales, including the engineering and maintenance
costs and depreciation and amortization of properties and equipment, while sustaining more
rapid revenue growth, fully unleashing economies of scale. In addition, our cutting-edge
proprietary technologies in relation to the designs and processes of GaN products are expected
to help us enhance our production efficiency and yield rate and lower material costs.
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With the expansion of our business, we increased our investment in sales activities. Our
selling and marketing expenses amounted to RMB28.4 million, RMB69.3 million, RMB90.1
million, RMB44.8 million and RMB50.7 million in 2021, 2022 and 2023 and the six months
ended June 30, 2023 and 2024, respectively, while we ramped up our sales network and
expanded our sales team. As we continued to benefit from economies of scale and enhanced
operational efficiency, we observed a decline in our selling and marketing expenses as a
proportion of revenue, which decreased from 41.7% in 2021 to 15.2% in 2023, despite an
increase to 50.9% in 2022, and continued to decrease from 14.6% in the six months ended June
30, 2023 to 13.1% in the six months ended June 30, 2024.

Production Capacity and Processes

Stable and scalable production capacity is key to our success. The steady expansion of our
production capacity as well as our continual refinement of manufacturing processes
underpinned our rapid growth during the Track Record Period. The production utilization rate
for 2021, 2022 and 2023 and the six months ended June 30, 2024 was 72.3%, 69.8%, 71.8%
and 72.8%, receptively. As of June 30, 2024, we housed the world’s largest GaN power
semiconductor production base, with a production capacity of 12,500 wafers per month, well
positioned to capture the opportunities in the booming power semiconductor market. Through
the refinement of the GaN-on-Si epitaxial growth process, we have been able to consistently
produce wafers that are consistently uniform, free of cracks and characterized by low
dislocation density and minimal defects. Our production process technologies have resulted in
a wafer yield rate that surpasses 95%, which showcases our advanced process control and
manufacturing excellence, fortifying our competitive edge with optimal efficiency.

We plan to prudently and efficiently expand our production capacity to sustain our
leadership position so that we are poised to meet the escalating market demand for GaN
products to grow our revenue and realize economies of scale while maintaining operational
efficiency. The successful upgrade and expansion of our production capability require the
ability to formulate and execute upgrade and expansion plans, expand and construct new
facilities and maintain and purchase production equipment in cost-effective and efficient
manners. Our capital expenditure, which comprises payment for the purchase of property, plant
and equipment and intangible assets, were RMB1,121.3 million, RMB464.6 million,
RMB331.3 million, RMB201.6 million and RMB71.4 million in 2021, 2022 and 2023 and the
six months ended June 30, 2023 and 2024, respectively. As we continue to expand our
production capacity, we expect to continue to incur substantial capital expenditures, which may
be adjusted according to our development plans or in light of the market conditions of the
semiconductor industry and downstream markets of the semiconductor industry, as well as
other factors we believe to be appropriate.
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Our Customer Relationship and Sales Network

During the Track Record Period, our products were sold through both direct sales and
distribution. We adopt direct sales primarily for our GaN wafers, modules and some of our
discrete chips. Revenue derived from direct sales customers increased from RMB43.9 million
in 2021 to RMB50.5 million in 2022 and further to RMB416.6 million in 2023 and increased
from RMB247.0 million in the six months ended June 30, 2023 to RMB257.7 million in the six
months ended June 30, 2024, which accounted for 64.4%, 37.1%, 70.3%, 80.2% and 66.8%, of
our revenue for the respective periods. As many of our direct sales customers are well-known
companies with a significant market share in their respective end markets, having direct
connections with them enables us to precisely understand and respond to their requirements,
which helps us offer products and services that keep up with our customers’ specific and
evolving needs. By engaging early in the product introduction phase to collaborate with
customers and understand their needs and market dynamics, we aim to expedite our product
introduction cycles, improve the design-in to design-win transition and boost orders, shipments
and customer retention. We gain direct sales customers primarily by capitalizing on the robust
brand reputation and substantial industry influence established through sustained,
comprehensive and in-depth collaboration with top-tier companies across diverse application
areas, together with other marketing activities.

We generally sell our GaN discrete chips through distributorship. This facilitates the rapid
establishment of regional sales networks, thereby enhancing our market penetration swiftly. In
2021, 2022 and 2023 and the six months ended June 30, 2023 and 2024, our revenue generated
from sales to distributors amounted to RMB24.3 million, RMB85.7 million, RMB176.1
million, RMB61.2 million and RMB128.1 million, respectively, accounting for 35.6%, 62.9%,
29.7%, 19.8% and 33.2% for the respective periods. We select the distributors for the sales of
our GaN discrete chips based on a number of criteria, including, among others, their knowledge
of GaN products, experience and resources, relationships with semiconductor companies,
technical capabilities and financial condition. The distributors directly purchase products from
us and are our customers, on-selling our products to companies across a broad range of sectors.
See “Business — Sales and Marketing.” We will continue to strengthen our relationship with
existing direct sales customers and distributors and broaden our sales channels to attract new
customers in targeted industries, thereby elevating sales efficiency.

Our ability to expand and efficiently manage our sales and distribution network remains
critical to our business and financial performance. During the Track Record Period, the
mainland China was a focus in our business development, and revenue from customers in the
mainland China increased significantly from RMB68.0 million in 2021 to RMB130.0 million
in 2022 and then to RMB534.8 million in 2023 and increased from RMB299.0 million in the
six months ended June 30, 2023 to RMB345.5 million in the six months ended June 30, 2024,
accounting for 99.7%, 95.5%, 90.2%, 97.0% and 89.5% of our total revenue for the respective
periods. Revenue from overseas customers increased from RMB0.2 million in 2021 to RMB6.1
million in 2022, and then to RMB58.0 million in 2023 and increased from RMB9.1 million in
the six months ended June 30, 2023 to RMB40.4 million in the six months ended June 30, 2024,
accounting for 0.3%, 4.5%, 9.8%, 3.0% and 10.5% of our total revenue for the respective
periods, which indicates the fast expansion of our business overseas. Building on such
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foundation, we plan to optimize and expand our sales and distribution network and to further
expand our customer base in mainland China and overseas. Specifically, we plan to attract new
customers across a broader spectrum of industries by continually launching innovative
products for novel applications and deepen collaborations with existing customers by exploring
new areas of cooperation with our new and enhanced offerings. Furthermore, as an early mover
in the industry, we tapped into the supply chain of lighthouse customers and maintained solid
and long-term relationships, leveraging which we also rapidly expanded our customer network.
Through stable and lasting collaboration with customers, we have acquired significant
know-how in their respective application scenarios. We continually iterate our products to
focus not only on design, structure and functionality but also on producibility, reliability,
performance and product lifecycle planning, with a view to facilitating customer success in
their respective end markets, helping them achieve design-wins. A loyal and growing customer
base will help us increase our shipments, thereby improving our revenue and gross margins,
consolidating our market leadership.

Our Continual Investment in Technology and Talent

Our success benefits from our leadership in the GaN power semiconductor market. Highly
skilled and talented R&D personnel enable us to remain at the forefront of the GaN industry
and are therefore critical to our success. Our leadership is sustained by a robust R&D team of
304 employees as of June 30, 2024, many of whom are semiconductor industry veterans with
profound expertise in technology and material innovation. Meanwhile, we have deployed R&D
resources internationally and established R&D teams in overseas countries, focusing on
product design, R&D and reliability assessment to facilitate the understating of local customers
and achieve design-win. To compete for top talents in a competitive market, we offer attractive
compensation and have a comprehensive training system designed to help employees grow
knowledge and expertise in cutting-edge semiconductor technology areas. We also intend to set
up integrated R&D and production centers overseas to attract top talents in the power
semiconductor field, thereby further strengthening our R&D capabilities. While this strategy
may elevate R&D expenses, it will position us closer to our leading international customers,
enabling us to respond promptly to their requirements, expedite product launches and bolster
customer retention.

Seasonality

Our results of operations are affected by seasonal fluctuations in demand for our products
to be used in consumer electronics, as impacted by market trends of the consumer electronics
industry. In particular, due to the impacts of the public holidays such as the Spring Festival and
the stocking and sales cycles of customers before or around holidays, we typically experience
higher sales in the second and fourth quarters throughout the year. These seasonal fluctuations
may render our results of operations in certain given periods not indicative of our results of
operations for the full year. As we continue to enrich our product portfolio and launch
innovative products for novel applications in various industry sectors, including automotive
electronics, data centers and renewable energy, in addition to consumer electronics, we expect
to reduce the impact of seasonality with this increased diversity.
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MATERIAL ACCOUNTING POLICIES, ESTIMATES AND JUDGMENTS

The preparation of the historical financial information requires the use of accounting
estimates which, by definition, will seldom equal the actual results. Management also needs to
exercise judgment in applying our accounting policies. Estimates and judgments are
continually evaluated. They are based on historical experience and other factors, including
expectations of future events that may have a financial impact on us and that are believed to
be reasonable under the circumstances. For details on such estimates and judgments, see Note
3 to the Accountants’ Report included in Appendix I to this document.

Our management has identified below the accounting policies, estimates and judgments
that they believe are critical to the preparation of our financial statements:

Revenue Recognition

Income is classified by us as revenue when it arises from the sale of goods and the
provision of services in the ordinary course of our business.

We are the principal for revenue transactions and recognize revenue on a gross basis,
including the sale of products that are sourced externally. In determining whether we act as a
principal or as an agent, we consider whether we obtain control of the products before they are
transferred to the customers. Control refers to our ability to direct the use of and obtain
substantially all of the remaining benefits from the products.

Revenue is recognized when control over a product or service is transferred to the
customer, at the amount of promised consideration to which we are expected to be entitled,
excluding those amounts collected on behalf of third parties such as value-added tax or other
sales taxes.

Sales of products are recognized as follows:

– Sale of GaN power semiconductor products

Revenue is recognized when the customer takes possession of and accepts the products.

– Revenue from rendering of services

Revenue from rendering of services is recognized over time by measuring the progress of
that performance obligation.

Property, plant and equipment

Property, plant and equipment, including right-of-use assets arising from leases of
underlying plant and equipment, are stated at cost less accumulated depreciation and any
accumulated impairment losses. If significant parts of an item of property, plant and equipment
have different useful lives, then they are accounted for as separate items.
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The cost of self-constructed items of property, plant and equipment includes the cost of
materials, direct labor, the initial estimate, where relevant, of the costs of dismantling and
removing the items and restoring the site on which they are located, and an appropriate
proportion of production overheads and borrowing costs.

Any gain or loss arising from the retirement or disposal of an item of property, plant and
equipment are determined as the difference between the net disposal proceeds and the carrying
amount of the item and are recognized in profit or loss on the date of retirement or disposal.

Depreciation is calculated to write-off the cost of items of property, plant and equipment,
less their estimated residual value, if any, using the straight-line method over their estimated
useful lives and is generally recognized in profit or loss.

Depreciation methods, useful lives and residual values are reviewed at each reporting date
and adjusted if appropriate.

Construction in progress represents property, plant and equipment under construction and
equipment pending installation, and is stated at cost less impairment losses. Capitalization of
construction in progress costs ceases and the construction in progress is transferred to property,
plant and equipment when substantially all of the activities necessary to prepare the assets for
their intended use are completed.

No depreciation is provided in respect of construction in progress until it is substantially
completed and ready for its intended use.

Interest Income

Interest income is recognized using the effective interest method. The “effective interest
rate” is the rate that exactly discounts estimated future cash receipts through the expected life
of the financial asset to the gross carrying amount of the financial asset. In calculating interest
income, the effective interest rate is applied to the gross carrying amount of the asset (when
the asset is not credit impaired). However, for financial assets that have become credit impaired
subsequent to initial recognition, interest income is calculated by applying the effective interest
rate to the amortized cost of the financial asset. If the asset is no longer credit impaired, then
the calculation of interest income reverts to the gross basis.

Government Grants

Government grants are recognized in the statements of financial position initially when
there is reasonable assurance that they will be received and that we will comply with the
conditions attaching to them. Grants that compensate us for expenses incurred are recognized
as income in profit or loss on a systematic basis in the same periods in which the expenses are
incurred. Grants that compensate us for the cost of an asset are recognized initially as deferred
income and amortized as income in the profit or loss on a straight-line basis over the useful life
of the related asset.
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Share-based Payment

Our Company grants share options as incentives and rewards to eligible participants who
contribute to the success of our operations. Our employees (including directors) receive
remuneration in the form of such share-based payments, whereby employees render services in
exchange for equity instruments (“Equity-settled Transactions”).

The cost of Equity-Settled Transactions with employees is measured by reference to the
fair value of the share options or restricted share units at the grant date. The fair value of share
options or restricted share units granted is recognized as expenses with a corresponding
increase in capital reserve within equity. The fair value is measured at grant date using the
option or restricted share unit pricing model, taking into account the terms and conditions upon
which the options or restricted share units were granted. Service and non-market performance
conditions are not taken into account when determining the grant date fair value of options or
restricted share units, but the likelihood of the conditions being met is assessed as part of the
Group’s best estimate of the number of options or restricted share units that will ultimately
vest.

Where the grantees have to meet vesting conditions before becoming unconditionally
entitled to the options or restricted share units, the total estimated fair value of the options or
restricted share units is expensed over the vesting period, taking into account the probability
that the options or restricted share units will vest. During the vesting period, the number of
share options or restricted share units that is expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognized in prior years is charged/credited to the
profit or loss for the year of the review, unless the original expenses qualify for recognition as
an asset, with a corresponding adjustment to the capital reserve.

On vesting date, the amount recognized as an expense is adjusted to reflect the actual
number of equity-settled share-based payments award that vest (with a corresponding
adjustment to the capital reserve).

Where the terms of an equity-settled award are modified, as a minimum an expense is
recognized as if the terms had not been modified and if the original terms of the award are met.
In addition, an expense is recognized for any modification that increases the total fair value of
the share-based payments, or is otherwise beneficial to the employee as measured at the date
of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of
cancellation, and any expense not yet recognized for the award is recognized immediately. This
includes any award where non-vesting conditions within the control of either the Group or the
employee are not met. However, if a new award is substituted for the cancelled award, and it
is designated as a replacement award on the date that it is granted, the cancelled and new
awards are treated as if they were a modification of the original award.
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Financial Instruments Issued to Investors with Preferred Rights

We recognize as a financial liability our obligation to purchase our own equity
instruments for cash or another financial asset. The financial liability is measured at the highest
present value of the settlement amounts that can arise. Any changes in the carrying amount of
the financial liability arising from the remeasurement of the redemption amount is recognized
in profit or loss as finance cost.

We derecognize the financial liability when, and only when, our obligation is discharged,
cancelled or has expired.

Inventories

Inventories are measured at the lower of cost and net realizable value.

Cost is calculated using the weighted-average cost formula and comprises all costs of
purchase and other costs incurred in bringing the inventories to their present location and
condition.

Net realizable value is the estimated selling price in the ordinary course of business less
the estimated costs of completion and the estimated costs necessary to make the sale.

Credit losses and impairment of assets

Credit losses from financial instruments

We recognise a loss allowance for expected credit losses (“ECLs”) on financial assets
measured at amortized cost (including cash and cash equivalents, pledged bank deposits, trade
and other receivables).

Other financial assets measured at fair value are not subject to the ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Generally, credit losses are
measured as the present value of all expected cash shortfalls between the contractual and
expected amounts.

The expected cash shortfalls are discounted using the following rates if the effect is
material:

– fixed-rate financial assets and other receivables: effective interest rate determined at
initial recognition or an approximation thereof; and

– variable-rate financial assets: current effective interest rate.
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The maximum period considered when estimating ECLs is the maximum contractual
period over which we are exposed to credit risk.

In measuring ECLs, we take into account reasonable and supportable information that is
available without undue cost or effort. This includes information about past events, current
conditions and forecasts of future economic conditions.

ECLs are measured on the following bases:

– 12-month ECLs: these are the portion of ECLs that result from default events that
are possible within the 12 months after the reporting date (or a shorter period if the
expected life of the instrument is less than 12 months); and

– lifetime ECLs: these are the ECLs that result from all possible default events over
the expected lives of the items to which the ECL model applies.

We measure loss allowances at an amount equal to lifetime ECLs, except for the
following, which are measured at 12-months ECLs:

– financial instruments that are determined to have low credit risk at the reporting
date; and

– other financial instruments for which credit risk (i.e. the risk of default occurring
over the expected life of the financial instrument) has not increased significantly
since initial recognition.

Loss allowances for trade receivables are always measured at an amount equal to lifetime
ECLs.

Significant increases in credit risk

When determining whether the credit risk of a financial instrument (including a loan
commitment) has increased significantly since initial recognition and when measuring ECLs,
we consider reasonable and supportable information that is relevant and available without
undue cost or effort. This includes both quantitative and qualitative information and analysis,
based on our historical experience and informed credit assessment, that includes forward-
looking information.

We assume that the credit risk on a financial asset has increased significantly if it is more
than 30 days past due.

We consider a financial asset to be in default when (i) the debtor is unlikely to pay its
credit obligations to us in full, without recourse by us to actions such as realising security (if
any is held); or (ii) the financial asset is 90 days past due.
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We consider a financial instrument to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of ‘investment grade’ in accordance with the
globally understood definition or if an external rating is not available, the asset has an internal
rating of ‘performing’. Performing means that the counterparty has a strong financial position
and there is no past due amounts.

ECLs are remeasured at each reporting date to reflect changes in the financial
instrument’s credit risk since initial recognition. Any change in the ECL amount is recognized
as an impairment gain or loss in profit or loss. We recognize an impairment gain or loss for all
financial instruments with a corresponding adjustment to their carrying amount through a loss
allowance account.

Credit-impaired financial assets

At each reporting date, we assess whether a financial asset is credit-impaired. A financial
asset is credit-impaired when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable
events:

– significant financial difficulties of the debtor;

– a breach of contract, such as a default or being more than 90 days past due;

– the restructuring of a loan or advance by us on terms that we would not consider
otherwise;

– it is probable that the debtor will enter bankruptcy or other financial reorganisation;
or

– the disappearance of an active market for a security because of financial difficulties
of the issuer.

Write-off policy

The gross carrying amount of a financial asset is written off to the extent that there is no
realistic prospect of recovery. This is generally the case when we determine that the debtor
does not have assets or sources of income that could generate sufficient cash flows to repay the
amounts subject to the write-off.

Subsequent recoveries of an asset that was previously written off are recognized as a
reversal of impairment in profit or loss in the period in which the recovery occurs.
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Impairment of other non-current assets

At each reporting date, we review the carrying amounts of its non-financial assets (other
than inventories) to determine whether there is any indication of impairment. If any such
indication exists, then the asset’s recoverable amount is estimated.

For impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or cash-generating units (“CGU”s).

The recoverable amount of an asset or CGU is the greater of its value in use and its fair
value less costs of disposal. Value in use is based on the estimated future cash flows,
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its
recoverable amount. Impairment losses are recognized in profit or loss. They are allocated first
to reduce the carrying amount of any goodwill allocated to the CGU, and then to reduce the
carrying amounts of the other assets in the CGU on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment
loss is reversed only to the extent that the resulting carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognized.

As of each reporting date of the Track Record Period, our Directors consider the
non-financial assets of the constitutes a single CGU Group as a whole, and assess at each
reporting date whether there is an indication, based on either internal or external sources of
information, that an asset or a CGU may be impaired.

Although we had net losses during the Track Record Period, such losses were within our
expectation as we transitioned from the R&D phase to the mass production. With expanding
sales, we expect to reach the breakeven point in the near future. From an external point of view,
we had completed five series of financing from September 2017 to April 2024. Among them,
the valuation of series D financing completed in February 2022 and the valuation of series E
financing started in December 2023 were much higher than the book value of our net assets at
the end of 2021 and 2023 respectively.

Considering the above internal and external information, our Directors believed that the
recoverable amounts of the non-financial assets were much higher than their carrying amounts.
Our Directors believe that we made the assessment in accordance with IAS 36 to conclude no
impairment indication of our non-financial assets and no impairment testing is required.
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RESULTS OF OPERATIONS

The following table sets forth a summary of our consolidated results of operations for the
periods presented:

Year Ended December 31,
Six months

ended June 30,

2021 2022 2023 2023 2024

(RMB in thousands)
(unaudited)

Revenue � � � � � � � � � � � � � � 68,215 136,174 592,717 308,113 385,811
Cost of sales � � � � � � � � � � (249,749) (530,280) (954,785) (542,755) (469,051)

Gross loss � � � � � � � � � � � � (181,534) (394,106) (362,068) (234,642) (83,240)
Other net income � � � � � � � 43,557 67,961 64,962 19,408 37,648
Selling and marketing

expenses � � � � � � � � � � � � (28,434) (69,317) (90,097) (44,843) (50,650)
Administrative expenses � � (179,097) (199,231) (247,068) (88,923) (202,015)
R&D expenses � � � � � � � � � (661,699) (581,092) (348,749) (167,884) (145,453)

Loss from operations � � � (1,007,207) (1,175,785) (983,020) (516,884) (443,710)
Changes in the carrying

amount of liabilities
recognized for financial
instruments issued to
investors � � � � � � � � � � � � (2,298,862) (897,996) – – –

Other finance costs � � � � � (93,273) (131,628) (118,912) (62,812) (44,124)

Finance costs � � � � � � � � � � (2,392,135) (1,029,624) (118,912) (62,812) (44,124)

Loss before taxation � � � � � (3,399,342) (2,205,409) (1,101,932) (579,696) (487,834)
Income tax � � � � � � � � � � � – (67) (14) – (169)

Loss for the year/period � (3,399,342) (2,205,476) (1,101,946) (579,696) (488,003)

Other comprehensive
income for the
year/period � � � � � � � � � � (436) 4,195 (609) (91) (1,181)

Total comprehensive
income for the
year/period � � � � � � � � � � (3,399,778) (2,201,281) (1,102,555) (579,787) (489,184)
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NON-HKFRS MEASURE

To supplement our consolidated financial statements, which are presented in accordance
with HKFRS, we also use adjusted net loss (non-HKFRS measure) as an additional financial
measure, which is not required by, or presented in accordance with HKFRS. We believe this
non-HKFRS measure facilitates comparisons of operating performance from period to period
by eliminating potential impacts of items.

We believe that this measure provides useful information to investors and others in
understanding and evaluating our consolidated results of operations in the same manner as it
helps our management. However, our presentation of adjusted net loss (non-HKFRS measure)
may not be comparable to similarly titled measures presented by other companies. The use of
this non-HKFRS measure has limitations as an analytical tool, and you should not consider it
in isolation from, or as a substitute for an analysis of, our results of operations or financial
condition as reported under HKFRS. In addition, the non-HKFRS measure may be defined
differently from similar terms used by other companies.

We define adjusted net loss (non-HKFRS measure) as loss for the year/period adjusted by
adding back (i) changes in the carrying amount of liabilities recognized for financial
instruments issued to investors, (ii) equity-settled share-based payment expenses and (iii)
listing expenses, which relate to the Global Offering. The adjustments were consistently made
during the Track Record Period. The following table sets forth the reconciliations of our
adjusted net loss (non-HKFRS measure) for the years ended December 31, 2021, 2022 and
2023 and the six months ended June 30, 2023 and 2024 to the nearest measure prepared in
accordance with HKFRS:

Year Ended December 31,
Six months

ended June 30,

2021 2022 2023 2023 2024

(RMB in thousands)
(Unaudited)

Reconciliation of loss
for the year to
adjusted loss for the
year
(non-HKFRS
measure):

Loss for the year � � � � � � (3,399,342) (2,205,476) (1,101,946) (579,696) (488,003)
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Year Ended December 31,
Six months

ended June 30,

2021 2022 2023 2023 2024

(RMB in thousands)
(Unaudited)

Add:
– Changes in the

carrying amount of
liabilities recognized
for financial
instruments issued to
investors(1) � � � � � � � � � 2,298,862 897,996 – – –

– Equity-settled share-
based payment
expenses(2) � � � � � � � � � 19,716 30,596 86,363 30,722 88,103

– Listing expenses � � � � � – – – – 22,159

Adjusted net loss (non-
HKFRS measure) � � � (1,080,764) (1,276,884) (1,015,583) (548,974) (377,831)

Notes:

(1) Changes in the carrying amount of liabilities recognized for financial instruments issued to investors
represent the fair value changes of the redemption rights granted by us, which were reclassified to equity
after the termination of the investors’ redemption rights in September 2022.

(2) Equity-settled share-based payment expenses is non-cash in nature and mainly represents the
arrangement that we receive services from employees as consideration for our equity instruments.
Equity-settled share-based payment expenses is not expected to result in future cash payments.

DESCRIPTION OF KEY COMPONENTS OF OUR RESULTS OF OPERATIONS

Revenue

During the Track Record Period, we primarily derived revenue from sales of (i) GaN
discrete chips and GaN ICs, (ii) GaN wafers and (iii) GaN modules. For sales of goods and
provision of services made to our customers, we generally recognize revenue when our
products or services have been delivered to and accepted by our customers.

FINANCIAL INFORMATION

– 387 –



Revenue by Product Category

The following table sets forth our revenue breakdown by product category, each
expressed in absolute amount and as a percentage of our total revenue, for the periods
indicated:

Year Ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)
(unaudited)

GaN discrete chips
and GaN ICs � � 27,769 40.7 86,138 63.3 192,066 32.4 57,293 18.6 138,443 35.9

GaN wafers � � � � 39,412 57.8 50,036 36.7 208,666 35.2 91,653 29.7 138,928 36.0
GaN modules � � � – – – – 190,420 32.1 159,167 51.7 106,470 27.6
Others(1) � � � � � � 1,034 1.5 – – 1,565 0.3 – – 1,970 0.5

Total� � � � � � � � 68,215 100.0 136,174 100.0 592,717 100.0 308,113 100.0 385,811 100.0

Note:

(1) Others primarily include non-recurring engineering (“NRE”) services we provide to customers in the
broader semiconductor and electronics industries. Such services are on a one-off basis, and revenue is
recognized when customers accept our services. Depending on the customer needs, our NRE services
may include (i) customized R&D and (ii) testing to verify if the application of the Company’s GaN
devices meets customer requirements.

During the Track Record Period, we derived our revenue primarily from the sales of
various types of GaN products, including discrete chips, ICs, wafers and modules.

• Revenue from the sales of GaN discrete chip and GaN IC products increased by
209.7% from RMB27.8 million in 2021 to RMB86.1 million in 2022, and then
increased by 123.1% to RMB192.1 million in 2023, and increased from RMB57.3
million in the six months ended June 30, 2023 to RMB138.4 million in the six
months ended June 30, 2024, primarily due to the increased demand for GaN
discrete chips and GaN ICs in the consumer electronics market and an increase in
overseas sales. Our early-mover advantage in the GaN fast charger market allowed
us to capture significant market opportunities. In 2023, we launched a wider array
of new products, which further contributed to the sales increase. In addition,
capitalizing on our growing market recognition and the increasing market demands
for more efficient and economical power semiconductors, we expanded our
customer base and increased our sales to existing major customers. Furthermore, our
enhanced production capacity enabled us to scale up our sales and capture more
market opportunities.
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• Revenue from the sales of GaN wafers increased by 26.9% from RMB39.4 million
in 2021 to RMB50.0 million in 2022, and then increased by 317.4% to RMB208.7
million in 2023, and also increased from RMB91.7 million in the six months ended
June 30, 2023 to RMB138.9 million in the six months ended June 30, 2024,
primarily due to growing demand, especially from customers with robust R&D
capabilities that generally have more complex needs, who would purchase our wafer
products to integrate additional functionalities and complete the packaging by
themselves. The increase in revenue is also a result of our successful collaborations
with certain lighthouse customers, which helped us strengthen brand recognition and
gain market share.

• Revenue from the sales of GaN modules amounted to RMB190.4 million in 2023.
It decreased from RMB159.2 million in the six months ended June 30, 2023 to
RMB106.5 million in the six months ended June 30, 2024. Such income was
primarily attributable to our collaboration with leading players in the battery
manufacturing and technology industry to develop customized solutions and battery
modules based on GaN chips tailored to industry needs. Our GaN modules are
tailored to meet the specific requirements of our customers. Consequently, the
revenue from these modules is directly correlated with the progress of our
customers’ projects. We were able to generate 32.1% of our total revenue from GaN
modules immediately upon the launch of such products in 2023, primarily due to our
early engagement with potential customers prior to 2023 to explore opportunities for
GaN modules to enhance the efficiency of battery formation and grading processes
in the production of batteries, leveraging the high-frequency and high-efficiency
characteristics of GaN. The development process spanned from 2021 to 2022, which
included verifying battery charge and discharge efficiency, temperature, dynamic
response and current accuracy. We then commenced production of GaN modules in
November 2022 and delivered the GaN modules to the customers in 2023 for
installation in their battery production lines.

Due to the launch of new product categories, commencement of mass production in
2022 and technological advancement, we have benefited from economies of scale
that allowed us to adopt more competitive pricing strategies as needed, leading to a
reduction in the average selling price of our products, including GaN discrete chips
and ICs, wafers and modules, during the Track Record Period.
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Revenue by Geographical Location

The following table sets forth our revenue breakdown by geographical location, each
expressed in absolute amount and as a percentage of our total revenue, for the period indicated:

Year Ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)
(Unaudited)

Revenue from:
Mainland China � � 68,034 99.7 130,028 95.5 534,764 90.2 299,019 97.0 345,454 89.5
Overseas(1) � � � � 181 0.3 6,146 4.5 57,953 9.8 9,094 3.0 40,357 10.5

Total� � � � � � � � 68,215 100.0 136,174 100.0 592,717 100.0 308,113 100.0 385,811 100.0

Note:

(1) Overseas mainly includes Asia and Europe.

The mainland China market has been a focus in our business development since inception.
Sales from the mainland China market increased from RMB68.0 million in 2021 to RMB130.0
million in 2022 and further to RMB534.8 million in 2023 and increased from RMB299.0
million in the six months ended June 30, 2023 to RMB345.5 million in the six months ended
June 30, 2024, accounting for 99.7%, 95.5%, 90.2%, 97.0% and 89.5% of our total revenue for
the respective periods.

In addition, we established our business presence overseas in Asia and Europe. Revenue
from overseas sales increased from RMB0.2 million in 2021 to RMB6.1 million in 2022 and
further to RMB58.0 million in 2023 and increased from RMB9.1 million in the six months
ended June 30, 2023 to RMB40.4 million in the six months ended June 30, 2024, accounting
for 0.3%, 4.5%, 9.8%, 3.0% and 10.5% of our total revenue for the respective periods.
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Revenue by Sales Channel

The following table sets forth a breakdown of our revenue by sales channel, in absolute
amounts and as a percentage of our revenue, for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)
(unaudited)

Direct sales � � � � 43,900 64.4 50,511 37.1 416,601 70.3 246,960 80.2 257,675 66.8
Sales to

distributors � � � 24,315 35.6 85,663 62.9 176,116 29.7 61,153 19.8 128,136 33.2

Total� � � � � � � � 68,215 100.0 136,174 100.0 592,717 100.0 308,113 100.0 385,811 100.0

The majority of our revenue during the Track Record Period was generated from direct
sales. We primarily sell GaN wafers, modules and some of our discrete chips to direct sales
customers and the majority of GaN discrete chips and GaN ICs to distributors. We adopt the
same pricing policies for direct sales and sales to distributors. See “Business — Sales and
Marketing — Sales Channels — Distribution.”

Cost of Sales

Our cost of sales primarily relates to the production of GaN products. It mainly comprises
(i) engineering and maintenance costs, which primarily consist of costs on the engineering
work in the production of our GaN products and maintenance of the equipment; (ii)
depreciation and amortization costs in relation to our properties and equipments; (iii)
packaging and testing costs; (iv) costs on materials used in the production of GaN products,
including monocrystalline silicon substrates, photoresists, cleaning fluids, sputtering targets
and special gases; (v) utilities costs, (vi) manufacturing labor costs, which primarily consist of
manufacturing personnel’s salaries and benefits; and (vii) inventory writedown costs. Our cost
of sales increased in 2021, 2022 and 2023, which was in line with the scale of our production.
The decrease in our cost of sales from the six months ended 30 June 2023 to the six months
ended 30 June 2024 primarily reflects our progresses in enhancing cost efficiency.
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The following table sets forth a breakdown of our cost of sales by nature in absolute
amounts and as a percentage of our total cost of sales for the periods indicated:

Year Ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)
(unaudited)

Engineering and
maintenance
costs� � � � � � � 84,035 33.6 135,332 25.5 286,716 30.0 149,915 27.6 108,316 23.1

Depreciation and
amortization � � 44,425 17.8 165,129 31.1 276,616 29.0 146,047 26.9 121,260 25.9

Packaging and
testing costs � � 10,661 4.3 65,832 12.4 188,962 19.8 137,659 25.4 103,079 22.0

Material costs � � � 23,629 9.5 27,178 5.1 67,749 7.1 38,287 7.1 37,600 8.0
Utilities costs � � � 14,455 5.8 38,667 7.3 62,429 6.5 32,817 6.0 24,011 5.1
Manufacturing

labor costs � � � 9,017 3.6 15,070 2.8 27,640 2.9 16,745 3.1 8,953 1.9
Inventory

writedown
costs� � � � � � � 56,446 22.6 64,292 12.1 (1,968) (0.2) (5,188) (1.0) 45,502 9.7

Others � � � � � � � 7,080 2.8 18,781 3.5 46,641 4.9 26,473 4.9 20,330 4.3

Total� � � � � � � � 249,749 100.0 530,280 100.0 954,785 100.0 542,755 100.0 469,051 100.0

Our inventory write down costs reflect the reduction in the carrying amount of our
inventories to their net realizable value when their net realizable value is less than their
carrying amount. Our inventories are carried at the lower of cost and net realizable value. In
2021 and 2022, when we were in the initial R&D phase and the early stage of our mass
production phase, we had significant costs while our production had not yet reached a critical
scale. As a result, our products’ production costs remained higher than their selling price, and
therefore we had write down of inventories of RMB56.4 million and RMB64.3 million in 2021
and 2022, respectively. In 2023, we had reversal of inventory write-down of RMB2.0 million
as we sold certain inventories that were previously subject to write down and lowered our
production costs benefiting from greater economies of scale. In the six months ended June 30,
2024, we had inventory write-down of RMB45.5 million, primarily because we made
provisions for potential losses on certain finished goods whose net realizable value is lower
than their carry amount. See “— Discussion of Certain Key Balance Sheet Items —
Inventories.”
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The following sensitivity analysis illustrates the impact of hypothetical fluctuations in our
engineering and maintenance costs on our net profit for the periods indicated, assuming all
other factors affecting our profitability remain constant.

±5% ±10%

(RMB in thousands)

Hypothetical changes in cost of goods
Year ended December 31, 2021 � � � � � � � � � � � � � � � ±4,202 ±8,403
Year ended December 31, 2022 � � � � � � � � � � � � � � � ±6,767 ±13,533
Year ended December 31, 2023 � � � � � � � � � � � � � � � ±14,336 ±28,672
Six months ended June 30, 2024 � � � � � � � � � � � � � ±5,416 ±10,832

Changes in loss for the year/period
Year ended December 31, 2021 � � � � � � � � � � � � � � � ±4,202 ±8,403
Year ended December 31, 2022 � � � � � � � � � � � � � � � ±6,767 ±13,533
Year ended December 31, 2023 � � � � � � � � � � � � � � � ±14,336 ±28,672
Six months ended June 30, 2024 � � � � � � � � � � � � � ±5,416 ±10,832

The following sensitivity analysis illustrates the impact of hypothetical fluctuations in our
manufacturing labor costs on our net profit for the periods indicated, assuming all other factors
affecting our profitability remain constant.

±5% ±10%

(RMB in thousands)

Hypothetical changes in cost of goods
Year ended December 31, 2021 � � � � � � � � � � � � � � � ±451 ±902
Year ended December 31, 2022 � � � � � � � � � � � � � � � ±754 ±1,507
Year ended December 31, 2023 � � � � � � � � � � � � � � � ±1,382 ±2,764
Six months ended June 30, 2024 � � � � � � � � � � � � � ±448 ±895

Changes in loss for the year/period
Year ended December 31, 2021 � � � � � � � � � � � � � � � ±451 ±902
Year ended December 31, 2022 � � � � � � � � � � � � � � � ±754 ±1,507
Year ended December 31, 2023 � � � � � � � � � � � � � � � ±1,382 ±2,764
Six months ended June 30, 2024 � � � � � � � � � � � � � ±448 ±895

FINANCIAL INFORMATION

– 393 –



Gross Loss and Gross Margin

Our gross loss represents our revenue less our cost of sales, and our gross margin
represents gross loss divided by our revenue, expressed as a percentage.

Our gross loss increased from RMB181.5 million in 2021 to RMB394.1 million in 2022
and then decreased to RMB362.1 million in 2023. It further decreased from RMB234.6 million
in the six months ended June 30, 2023 to RMB83.2 million in the six months ended June 30,
2024. Our gross loss margin experienced fluctuations during the Track Record Period, which
increased from 266.1% in 2021 to 289.4% in 2022 before decreasing to 61.1% in 2023. It
continued to decrease from 76.2% in the six months ended June 30, 2023 to 21.6% in the six
months ended June 30, 2024. In 2021, our operations remained in the initial R&D phase and
had limited sales. As a result, we recorded significant costs before benefiting from economies
of scale, leading to gross loss, and our gross margin of the year was not indicative of the market
condition or our products’ market performance. In the second quarter of 2022, we commenced
the mass production of 8-inch GaN-on-Si wafer to meet market demand for GaN products and
had widened gross loss and gross loss margin as we incurred higher costs to support the mass
production while our sales started to increase. Since 2023, we have been steadily scaling up
mass production. As we had increased production volume and improved yield rate, we were
able to deliver more products to customers, capitalizing on the increasing market demands, and
started to benefit from economies of scale. Especially, depreciation and amortization costs as
well as engineering and maintenance costs were spread over a larger output as our production
scaled up. We have also adopted measures to enhance cost efficiency. As a result, our overall
gross loss and gross loss margin continued to improve. In addition, the market demands for
GaN power semiconductor products grew rapidly, driven by the growth of renewable energy,
AI and other energy intensive applications. Going forward, we expect our gross loss margin to
improve as we continue to capture market demands and benefit from economies of scale.

Other Net Income

Our other net income primarily consists of government grants, interest income, net
realized and unrealized gains on financial assets measured at fair value through profit or loss,
net gain/(loss) on disposal of property, plant and equipment and net foreign exchange
(loss)/gain, and amounted to RMB43.6 million, RMB68.0 million, RMB65.0 million,
RMB19.4 million and RMB37.6 million in 2021, 2022 and 2023 and the six months ended June
30, 2023 and 2024, respectively.
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Year ended 31 December Six months ended June 30,

2021 2022 2023 2023 2024

RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)
(Unaudited)

Bank Interest
Income � � � � � 11,676 26.8 18,917 27.8 14,046 21.6 8,516 43.9 1,468 3.9

Interest income
from financial
assets, measured
at FVOCI � � � � – – – – – – – – 2,087 5.5

Net (loss)/gain on
disposal of
property, plant
and equipment � (225) (0.5) (1,418) (2.1) 9,112 14.0 – – 3,756 10.0

Net realized and
unrealized gains
on financial
assets measured
at FVPL� � � � � 211 0.5 28,586 42.1 5,590 8.6 4,840 24.9 877 2.3

Government
grants(1) � � � � � 46,669 107.1 17,813 26.2 38,834 59.8 7,807 40.2 26,731 71.0

Net foreign
exchange
(loss)/gain� � � � (8,832) (20.3) 4,063 6.0 (3,582) (5.5) (2,375) (12.2) 2,618 7.0

Others � � � � � � � (5,942) (13.6) – – 962 1.5 620 3.2 111 0.3

Total� � � � � � � � 43,557 100.0 67,961 100.0 64,962 100.0 19,408 100.0 37,648 100.0

Note:

(1) Government grants primarily comprise subsidies received from the government for the encouragement
of research and development projects.

Selling and Marketing Expenses

Our selling and marketing expenses primarily consist of (i) employee expenses, which
primarily consist of sales and marketing personnel’s salaries and benefits; (ii) travelling and
promotion expenses; and (iii) depreciation and amortization.
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The following table sets forth the components of our selling and marketing expenses for
the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)
(unaudited)

Employee
expenses(2) � � � 19,934 70.1 53,138 76.7 71,398 79.2 37,039 82.6 41,801 82.5

Travelling and
promotion
expenses � � � � 2,766 9.7 5,603 8.1 6,913 7.7 2,168 4.8 2,841 5.6

Depreciation and
amortization � � 1,868 6.6 3,733 5.4 5,100 5.7 2,603 5.8 2,779 5.5

Others(1) � � � � � � 3,866 13.6 6,843 9.8 6,686 7.4 3,033 6.8 3,229 6.4

Total� � � � � � � � 28,434 100.0 69,317 100.0 90,097 100.0 44,843 100.0 50,650 100.0

Note:

(1) Others primarily consists of short-term rental costs and property management fees.

(2) In 2021, 2022 and 2023 and the six months ended June 30, 2023 and 2024, equity-settled share-based
payment expenses of RMB2.8 million, RMB12.2 million, RMB17.3 million, RMB6.2 million and
RMB15.7 million, respectively, was included in the employee expenses under the selling and marketing
expenses. The increase in such equity-settled share-based payment expenses during the Track Record
Period was primarily due to (i) the expansion of the equity incentive scheme, as we recruited more
selling and marketing talents who were granted the share options, and (ii) the increase in the fair value
of the share options due to the increased valuation of our Company.

Administrative Expenses

Our administrative expenses primarily consist of (i) employee expenses, which primarily
consist of administrative personnel’s salaries and benefits; (ii) travelling and fulfillment
expenses; (iii) depreciation and amortization; (iv) office expenses; and (v) professional service
expenses mainly for legal and compliance services and industry consultancy services.
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The following table sets forth a breakdown of the components of our administrative
expenses for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)
(Unaudited)

Employee
expenses(1) � � � 78,590 43.9 105,672 53.0 128,482 52.0 59,940 67.4 91,710 43.7

Travelling and
fulfillment
expenses � � � � 3,701 2.1 3,696 1.9 3,273 1.3 1,137 1.3 1,465 0.7

Depreciation and
amortization � � 17,393 9.7 24,563 12.3 26,228 10.6 13,086 14.7 12,909 6.1

Office expenses � � 16,782 9.4 11,889 6.0 9,339 3.8 5,231 5.9 4,396 2.2
Professional

service
expenses(2) � � � 55,567 31.0 49,684 24.9 75,066 30.4 7,936 8.9 67,154 33.2

Listing expenses � – – – – – – – – 22,159 11.0
Others � � � � � � � 7,064 3.9 3,727 1.9 4,680 1.9 1,593 1.8 2,222 1.1

Total� � � � � � � � 179,097 100.0 199,231 100.0 247,068 100.0 88,923 100.0 202,015 100.0

Note:

(1) In 2021, 2022 and 2023 and the six months ended June 30, 2023 and 2024, equity-settled share-based
payment expenses of RMB5.4 million, RMB4.9 million, RMB35.1 million, RMB13.8 million and
RMB44.7 million, respectively, was included in the employee expenses under the administrative
expenses. The decrease in such equity-settled share-based payment expenses from 2021 to 2022 was
primarily due to some employees completing their vesting periods, leading to our cessation of
recognizing these share-based payments as an expense. The increase in such equity-settled share-based
payment expenses from 2022 to 2023 was primarily due to (i) the expansion of the equity incentive
scheme, as we recruited more administrative talents who were granted the share options, and (ii) the
increase in the fair value of the share options due to the increased valuation of our Company. Such
equity-settled share-based payment expenses continued to increase from the six months ended June 30,
2023 to June 30, 2024, primarily due to the adoption of the RSU scheme. Accordingly, the increase of
employee expenses from the six months ended June 30, 2023 to the same period in 2024 was primarily
due to the increase in share-based payment expenses related to our RSU Scheme.

(2) Professional service expenses primarily consisted of expenses on legal and compliance services,
consultancy services, intellectual property and financial auditing. The increase of professional service
expenses from the six months ended June 30, 2023 to the same period in 2024 was primarily due to the
increase in consultancy expenses incurred during the listing process, as well as legal and compliance
service related to our legal proceedings. Such expenses are non-recurring, and we expect them to
decrease as the proceedings progress. See “Business — Legal Proceedings and Compliance.”
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R&D Expenses

Our R&D expenses primarily comprise (i) employee expenses, which primarily consist of
R&D personnel’s salaries and benefits; (ii) engineering test expenses comprising costs
associated with the testing and validation of GaN products or technologies in our R&D
activities; and (iii) depreciation and amortization.

The following table sets forth a breakdown of our R&D expenses by nature for the periods
indicated:

Year Ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)
(Unaudited)

Employee
expenses(1) � � � 72,595 11.0 117,754 20.3 152,965 43.9 74,106 44.1 72,262 49.7

Engineering test
expenses � � � � 493,862 74.6 362,375 62.4 93,533 26.8 44,302 26.4 22,508 15.5

Depreciation and
amortization � � 89,117 13.5 95,654 16.5 97,371 27.9 47,726 28.4 48,593 33.4

Other � � � � � � � 6,125 0.9 5,309 0.8 4,880 1.4 1,750 1.0 2,090 1.4

Total� � � � � � � � 661,699 100.0 581,092 100.0 348,749 100.0 167,884 100.0 145,453 100.0

Note:

(1) In 2021, 2022 and 2023 and the six months ended June 30, 2023 and 2024, equity-settled share-based
payment expenses of RMB5.9 million, RMB7.6 million, RMB20.7 million, RMB7.7 million and
RMB14.5 million, respectively, was included in the employee expenses under the R&D expenses. The
increase in such equity-settled share-based payment expenses during the Track Record Period was
primarily due to (i) the expansion of the equity incentive scheme, as we recruited more R&D talents who
were granted the share options, and (ii) the increase in the fair value of the share options due to the
increased valuation of our Company.

Our R&D expenses amounted to RMB661.7 million, RMB581.1 million, RMB348.7
million and RMB167.9 million and RMB145.5 million in 2021, 2022 and 2023 and the six
months ended June 30, 2023 and 2024, respectively. Our R&D expenses as a proportion of
operating expenses reached 76.1%, 68.4% and 50.8% in 2021, 2022 and 2023, respectively,
which are higher than the average of the global GaN power semiconductor industry in 2021,
2022 and 2023, according to Frost & Sullivan. Our R&D expenses decreased consistently
during the Track Record Period, primarily due to a reduction in engineering test expenses. Prior
to achieving advanced technology for mass production, we conducted extensive testing and
validation of GaN products and technologies. In the second quarter of 2022, as our technology
advanced, building upon the testing and validation of previous years, we entered the early
stages of mass production to meet market demand for GaN products. Consequently, the
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requirement for testing and validation decreased, leading to a reduction in engineering test
expenses. Since 2023, as we steadily scaled up mass production, engineering test expenses
have continued to decline. In addition, we use our products in the testing and validation. In the
six months ended June 30, 2024, the decrease in the production costs for our products also
contributed to the decrease in engineering test expenses. According to Frost & Sullivan, this
trend in R&D expenses aligns with the performance of other GaN power semiconductor
companies in the early stages of their business. Going forward, we expect our R&D expenses,
including the engineering test expenses, as a percentage of our total revenue, to continue to
decrease.

Finance Costs

Our finance costs primarily consist of (i) interest on loans and borrowings and lease
liability; and (ii) changes in the carrying amount of liabilities recognized for financial
instruments issued to investors, which primarily represent the fair value changes of the
redemption rights granted to our investors. The following table sets forth a breakdown of the
components of our finance costs for the periods indicated:

Year ended December 31, Six months ended June 30,

2021 2022 2023 2023 2024

RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)
(Unaudited)

Interest on:
– loans and

borrowings � � � 96,424 4.0 130,576 12.7 121,079 101.8 63,432 101.0 46,571 105.5
– lease liability � � 1,010 0.0 1,973 0.2 1,747 1.5 907 1.4 782 1.8
Changes in the

carrying amount
of liabilities
recognized for
financial
instruments
issued to
investors � � � � 2,298,862 96.1 897,996 87.2 – – – – – –

Less: interest
expense
capitalized into
construction in
progress � � � � � (4,161) (0.1) (921) (0.1) (3,914) (3.3) (1,527) (2.4) (3,229) (7.3)

Total� � � � � � � � 2,392,135 100.0 1,029,624 100.0 118,912 100.0 62,812 100.0 44,124 100.0
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The changes in the carrying amount of liabilities recognized for financial instruments
issued to investors decreased from RMB2,298.9 million in 2021 and RMB898.0 million in
2022 to nil in 2023 and the six months ended June 30, 2024, primarily because in September
2022, pursuant to the supplementary agreement signed by the Company and the investors with
redemption rights, the investors’ redemption rights granted in previous years were terminated.
Hence, the redemption liabilities were derecognized and the carrying amount of the redemption
liabilities was reclassified to equity thereafter. See “— Critical Accounting Policies and
Estimates and Judgments — Financial Instruments Issued to Investors with Preferred Rights.”

Income Tax Expenses

We had income tax expenses of nil, RMB67.0 thousand, RMB14.0 thousand, nil and
RMB0.2 million in 2021, 2022 and 2023 and the six months ended June 30, 2023 and 2024,
respectively. Pursuant to the Enterprise Income Tax (“EIT”) Law of the PRC (the “EIT Law”),
our operations in the PRC are liable to EIT at a rate of 25% unless otherwise specified. Our
Company’s subsidiary incorporated in South Korea is liable to South Korea profits tax at
progressive tax rates from 9% to 24% of annual taxable profits. Our Company’s subsidiary
incorporated in the United States is liable to the federal corporate tax at a rate of 21% and the
state income tax at a rate from 8% to 8.87%. Our subsidiary incorporated in Belgium is liable
to the Belgium profits tax at a rate of 25%. We were entitled to a preferential tax rate and
additional tax deduction on R&D expenses as explained below.

According to the EIT Law and its relevant regulations, entities that qualify as
high-technology enterprises are entitled to a preferential income tax rate of 15%. Innoscience
(Zhuhai) Technology Co., Ltd. obtained the certificate of high-technology enterprise in 2019
and renewed in 2022 and was subject to income tax rate at 15% in 2021, 2022 and 2023 and
the six months ended June 30, 2024. Innoscience (Suzhou) Semiconductor Co., Ltd. obtained
the certificate of high-technology enterprise in 12 December 2022 and was subject to income
tax rate at 15% in 2023 and the six months ended June 30, 2024.

Under the PRC EIT Law and its relevant regulations, a 100% additional tax deduction is
allowed for qualified R&D expenses during the Track Record Period.

Our income tax during the Track Record Period was primarily attributable to the interest
earned on deposits and service fees recognized for services rendered within our Group. As of
the Latest Practicable Date, we did not have any material dispute with any tax authority.
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PERIOD-TO-PERIOD COMPARISON OF RESULTS OF OPERATIONS

Six Months ended June 30, 2024 compared to six months ended June 30, 2023

Revenue

Our total revenue increased by 25.2% from RMB308.1 million in the six months ended
June 30, 2023 to RMB385.8 million in the six months ended June 30, 2024, primarily due to
the increased sales of products.

• Revenue from the sales of GaN discrete chip and GaN IC products increased by
141.6% from RMB57.3 million in the six months ended June 30, 2023 to RMB138.4
million in the six months ended June 30, 2024, primarily due to the continued
market penetration of GaN products, and our capturing market opportunities in
application scenarios with expanded demand. In addition, demand for our products
has been rapidly increasing in overseas markets. Especially, revenue from South
Korea increased by over 500.0% from the six months ended June 30, 2023 to the six
months ended June 30, 2024. Furthermore, since we continued with product
innovation and started to generate revenue from GaN IC products in the second half
of 2023, our revenue from GaN IC products in the six months ended June 30, 2024
also contributed to the revenue increase in this segment.

• Revenue from the sales of GaN wafers increased by 51.6% from RMB91.7 million
in the six months ended June 30, 2023 to RMB138.9 million in the six months ended
June 30, 2024, primarily due to our deep collaboration with existing clients leading
to higher transaction volumes, and successful acquisition of new clients. We
maintained our leadership in the GaN wafer sector and continued to introduce
competitive products. As the overall GaN market expands, our sales have continued
to grow.

• Revenue from the sales of GaN modules decreased by 33.1% from RMB159.2
million in the six months ended June 30, 2023 to RMB106.5 million in the six
months ended June 30, 2024. Our GaN modules are tailored to meet the specific
requirements of our customers. Consequently, the revenue from these modules is
directly correlated with the progress of our customers’ projects.

Cost of sales

Our cost of sales decreased by 13.6% from RMB542.8 million in the six months ended
June 30, 2023 to RMB469.1 million in the six months ended June 30, 2024, primarily due to
the decrease in (i) engineering and maintenance costs and depreciation and amortization costs,
which was primarily attributable to our optimization of production process; in addition, the
increase in production volume, driven by higher demand, allowed us to benefit from economies
of scale, and (ii) packaging and testing, material, utilities and manufacturing labor costs, which
was primarily attributable to the growth in the production scale. We have also streamlined the
production process to reduce workforce and raw materials utilized. Furthermore, we improved
the efficiency in sourcing and procurement of raw materials, which further lowered material
consumption and costs.
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Gross loss and gross loss margin

As a result of foregoing, our gross loss decreased from RMB234.6 million in the six
months ended June 30, 2023 to RMB83.2 million in the six months ended June 30, 2024. Our
gross loss margin decreased from 76.2% in the six months ended June 30, 2023 to 21.6% in
the six months ended June 30, 2024, primarily due to (i) economies of scale as we continued
to scale up our mass production, which led to more efficient use of equipment, utilities and
other resources, further diluting overall costs, (ii) improvements in production processes,
which lowered production costs and increased the yield rate, and (iii) the successful
implementation of cost reduction and efficiency enhancement measures, which reduced
material costs. Notably, in the six months ended June 30, 2024, we had increased sales, which
was supported by our mass production capabilities and driven by the increase in demand for
our products and our efforts to capture market opportunities. Specifically, the margin of GaN
discrete chips and GaN ICs, GaN wafers and GaN modules all improved from the six months
ended June 30, 2023 to the same period in 2024.

Other Net Income

Our other net income increased by 94.0% from RMB19.4 million in the six months ended
June 30, 2023 to RMB37.6 million in the six months ended June 30, 2024, primarily due to (i)
an increase in government grants, which primarily consisted of subsidies for our R&D
activities; (ii) an increase in net foreign exchange gain, which corresponded with the increased
revenues from overseas; and (iii) a net gain on the disposal of property, plant and equipment,
as we disposed idle equipment as part of our efforts to refine the production process and
enhance efficiency.

Selling and Marketing Expenses

Our selling and marketing expenses increased by 12.9% from RMB44.8 million in the six
months ended June 30, 2023 to RMB50.7 million in the six months ended June 30, 2024,
primarily due to (i) an increase in employee expense, which was primarily due to the
share-based payment expenses related to our RSU Scheme; and (ii) an increase in travelling
and promotion expenses, as we actively attended trade shows to expand the market.

Administrative Expenses

Our administrative expenses increased by 127.2% from RMB88.9 million in the six
months ended June 30, 2023 to RMB202.0 million in the six months ended June 30, 2024,
primarily due to (i) an increase in fees paid for professional services related to legal and
compliance services, and (ii) an increase in employee expenses, which is primarily due to the
increase in share-based payment expenses related to our RSU Scheme.
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R&D Expenses

Our R&D expenses decreased by 13.4% from RMB167.9 million in the six months ended
June 30, 2023 to RMB145.5 million in the six months ended June 30, 2024, primarily due to
the decrease in (i) engineering test expenses. As we scale up the mass production, the
requirement for intensive testing and validation decreased. In addition, we use our products in
the testing and validation, and the decrease in the production costs for our products also
contributed to the decrease; and (ii) a decrease in employee expenses, primarily due to our
optimization of R&D team structure to increase operational efficiency. In the six months ended
June 30, 2023 and 2024, our research and development expenses accounted for 54.5% and
37.7% of our revenue, respectively.

Finance costs

Our finance costs decreased from RMB62.8 million in the six months ended June 30,
2023 to RMB44.1 million in the six months ended June 30, 2024, primarily due to a decrease
in interest in loans and borrowing, which is attributable to our repayment of existing loans,
with new loans primarily being low-interest working capital loans. Also, the decline in the
Loan Prime Rate in the six months ended June 30, 2024 led to a reduction in the actual interest
rates on our outstanding loans.

Loss for the Period

As a result of the foregoing, our loss for the period decreased by 15.8% from RMB579.7
million in the six months ended June 30, 2023 to loss for the period of RMB488.0 million in
the six months ended June 30, 2024.

Year Ended December 31, 2023 Compared to Year Ended December 31, 2022

Revenue

Our total revenue increased by 335.3% from RMB136.2 million in 2022 to RMB592.7
million in 2023. The increase was primarily due to the increased sales of products driven by
market demand in 2023.

• Revenue from the sales of GaN discrete chip and GaN IC products increased by
123.0% from RMB86.1 million in 2022 to RMB192.1 million in 2023, primarily due
to the increased demand for GaN discrete chips and GaN ICs in the consumer
electronics market and an increase in overseas sales. We launched a wider array of
new products in 2023, which contributed to the sales increase. In addition,
capitalizing on our growing market recognition and the increasing market demands
for more efficient and economical power semiconductors, we expanded our
customer base and increased our sales to existing major customers. Furthermore, our
enhanced production capacity enabled us to scale up our sales and capture more
market opportunities.
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• Revenue from the sales of GaN wafers increased by 317.0% from RMB50.0 million
in 2022 to RMB208.7 million in 2023, primarily due to growing demand, especially
for our low-power GaN wafers, as the power converter products of our major
customers that use our wafers gained significant market recognition. Such increase
in revenue is a result of our successful collaborations with certain lighthouse
customers, which helped us strengthen brand recognition and gain market share. As
more lighthouse projects begin to yield results, we expect them to continue
promoting our market recognition and thus bring in more sales.

• Revenue from the sales of GaN modules amounted to RMB190.4 million in 2023.
Such income was primarily attributable to our collaboration with leading players in
the battery manufacturing and technology industry to develop customized solutions
and battery modules based on GaN chips tailored to industry needs.

Cost of Sales

Our cost of sales increased by 80.1% from RMB530.3 million in 2022 to RMB954.8
million in 2023, which was mainly as a result of the increase in (i) engineering and
maintenance costs and the depreciation and amortization costs, which increased as we
completed the construction of Suzhou production base and purchased and installed more
equipment to support our production scale-up, and (ii) packaging and testing, material, utilities
and manufacturing labor costs, which was in line with the scale-up of our production since we
commenced mass production in 2022 to meet market demand for GaN products.

Gross Loss and Gross Margin

As a result of the foregoing, our gross loss decreased by 8.1% from RMB394.1 million
in 2022 to RMB362.1 million in 2023. Our gross loss margin decreased from 289.4% in 2022
to 61.1% in 2023, primarily because (i) we benefited from increasing economies of scale as we
continued to scale up our mass production of GaN products, which led to more efficient use
of equipment, utilities and other resources, reducing the overall costs; (ii) we improved the
production processes, which lowered production costs and increased the yield rate in 2023; and
(iii) we started to have sales of GaN modules in 2023, which serve as comprehensive power
conversion solutions that integrate GaN discrete chips, drive and protection ICs and passive
components, and such integration of multiple advanced technologies provides added value to
customers, allowing us to price these products more favorably. Additionally, in 2023, we had
rapidly increased sales as our market share continued to grow and our GaN products were
applied in diverse application scenarios. As a result, the margin of GaN discrete chips and GaN
ICs and GaN wafers showed improvement from 2022 to 2023. Furthermore, since our GaN
discrete chips are fabricated by dicing GaN wafers into individual GaN dies, and our GaN ICs
integrate GaN discrete chips with drive and protection ICs in a single device package,
compared to the GaN wafers, our GaN discrete chips and GaN ICs provide more added value
to customers with enhanced functionality and performance tailored for specific applications,
along with easy integration into existing systems or devices. As a result, we are able to price
these products more favorably, and in 2023, at the early stage of our mass production scale-up,
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the improvement in the margin of GaN discrete chips and GaN ICs was more pronounced than
that of the GaN wafers. We also recorded a favorable margin of the sales of GaN modules,
which was primarily because GaN modules serve as comprehensive power conversion
solutions that integrate GaN discrete chips, drive and protection ICs and passive components,
and such integration of multiple advanced technologies allows for a relatively premium
pricing.

Other Net Income

Our other net income decreased from RMB68.0 million in 2022 to RMB65.0 million in
2023, primarily due to a decrease in net realized and unrealized gains on financial assets
measured at FVPL, as we settled the wealth management products that we purchased and our
overall investment in wealth management products decreased. Such decrease was partially
offset by an increase in government grants and an increase attributable to a net gain on the
disposal of property, plant and equipment in 2023. Our government grants increased from
RMB17.8 million in 2022 to RMB38.8 million in 2023, which were primarily related to the
grants that compensate us for the cost of assets obtained for the purposes of the purchase,
construction or acquisition of long-term assets in relation to R&D projects. We had a net gain
on disposal of property, plant and equipment in 2023, which was primarily from routine
upgrade of equipment used in administration and management.

Selling and Marketing Expenses

Our selling and marketing expenses increased by 30.0% from RMB69.3 million in 2022
to RMB90.1 million in 2023, primarily due to an increase in employee expenses, which is in
line with the expansion of our sales team to capture market opportunities as we scaled up mass
production. The proportion of selling and marketing expenses as a percentage of our revenue
decreased from 50.9% in 2022 to 15.2% in 2023, which was primarily attributable to the
increasing economies of scale as we ramped up our sales.

Administrative Expenses

Our administrative expenses increased by 24.0% from RMB199.2 million in 2022 to
RMB247.1 million in 2023, primarily due to (i) an increase in employee expenses, which is
primarily attributable to an increase in director’s emoluments as we made equity-settled
share-based payments; and (ii) an increase in fees paid for professional services, which
primarily included legal and compliance services and consultancy services. The proportion of
administrative expenses as a percentage of our revenue decreased from 146.3% in 2022 to
41.7% in 2023, primarily as a result of our increasing economies of scale.
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R&D Expenses

Our R&D expenses decreased by 40.0% from RMB581.1 million in 2022 to RMB348.7
million in 2023, primarily as a result of the decrease in engineering test expenses, as we
successfully transitioned from the initial R&D phase to the mass production phase, which
commenced in the second quarter of 2022. In the initial R&D phase, we allocated substantial
resources to develop our proprietary technologies including 8-inch GaN-on-Si wafer
production and design technologies, which, after validation, were expected to yield long-term
results. As we continue to refine our technologies and processes, as well as expand our
production capacity, our R&D investments have started to translate into growing commercial
success. As a result, the proportion of R&D expenses as a percentage of revenue decreased
from 426.7% in 2022 to 58.8% in 2023.

Finance Costs

Our finance costs decreased from RMB1,029.6 million in 2022 to RMB118.9 million in
2023, primarily due to (i) the decrease in changes in the carrying amount of liabilities
recognized for financial instruments issued to investors, primarily because, in 2022, investors’
redemption rights granted in previous years were terminated, therefore, the redemption
liabilities were derecognized and the carrying amount of the redemption liabilities was
reclassified to equity thereafter; and (ii) the decrease in loans and borrowings as we paid back
certain of our loans.

Loss for the Year

As a result of the foregoing, our loss for the year decreased by 50.0% from RMB2,205.5
million in 2022 to RMB1,101.9 million in 2023.

Year Ended December 31, 2022 Compared to Year Ended December 31, 2021

Revenue

Our total revenue increased by 99.6% from RMB68.2 million in 2021 to RMB136.2
million in 2022. The increase was primarily due to the increased sales of products in 2022.

• Revenue from the sales of GaN discrete chip and GaN IC products increased by
209.7% from RMB27.8 million in 2021 to RMB86.1 million in 2022, primarily due
to the increased demand in the consumer electronics market, especially for fast
charging products. As an early-mover in the GaN fast charger market, especially
with our flagship V-GaN series, the world’s first GaN chips for integration within
mobile phones and other consumer electronics, we captured significant market
opportunities.
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• Revenue from the sales of GaN wafers increased by 26.9% from RMB39.4 million
in 2021 to RMB50.0 million in 2022, primarily due to a growing demand for our
GaN wafer products to be applied in low to medium power rating chargers and
adapters to customers with robust R&D capabilities in the consumer electronics
market. Such customers generally have more complex needs, and purchase our wafer
products to integrate additional functionalities and complete the packaging by
themselves. However, revenue from the sales of GaN wafers as a percentage of our
total revenue decreased from 57.8% in 2021 to 36.7% in 2022, primarily because of
the significant increase in our sales of GaN discrete chips, driven by the
predominant market demand for our GaN discrete chip products in 2022.

Cost of Sales

Our cost of sales increased by 112.3% from RMB249.7 million in 2021 to RMB530.3
million in 2022, which was mainly as a result of the increase in (i) engineering and
maintenance costs and the depreciation and amortization, which increased as we were in the
process of constructing our Suzhou production base, where we completed constructions of
buildings and plants and had significant equipment purchases installation, and (ii) packaging
and testing, material, utilities and manufacturing labor costs, which was in line with the
expansion of our production since we transitioned from the R&D phase where the substantial
portion of our production was for R&D purposes, to the initial mass production phase to meet
market demand for GaN products.

Gross Loss and Gross Margin

As a result of the foregoing, our gross loss increased by 117.1% from RMB181.5 million
in 2021 to RMB394.1 million in 2022. Our gross loss margin increased from 266.1% in 2021
to 289.4% in 2022, primarily because we transitioned from the initial R&D phase in 2021 to
the mass production phase in 2022, and experienced fluctuations in the gross margin before
achieving enhanced production efficiency in the stable mass production phase. During such
process, we had increasing depreciation and amortization and engineering and maintenance
costs related to the growing number of plants and buildings and pieces of equipment and
machinery that were put into use. Specifically, the margin of GaN discrete chips and GaN ICs
deteriorated from 2021 to 2022, primarily because we introduced multiple new low-voltage
GaN chip products in 2022, for which we adopted strategic pricing to penetrate market.
Meanwhile, during the same period, the margin of GaN wafers improved slightly, which was
primarily as a result of our wafer products achieving a higher yield rate in 2022, lowering the
costs per piece.

Other Net Income

Our other net income increased from RMB43.6 million in 2021 to RMB68.0 million in
2022, primarily due to the increase in net realized and unrealized gains on financial assets
measured at fair value through profit or loss, as we invested in wealth management products
to fully utilize funds from financing while minimizing financial risks by reasonably and
conservatively matching the maturities of the portfolio to anticipated operating cash needs.
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Selling and Marketing Expenses

Our selling and marketing expenses increased by 143.8% from RMB28.4 million in 2021
to RMB69.3 million in 2022, primarily due to an increase in employee expenses, which is in
line with the expansion of our sales team both in China and overseas as we prepared to ramp
up our sales activities in the initial mass production stage. Along with our investment in
overseas sales networks the headcount of our sales team increased from 33 in 2021 to 62 in
2022. The proportion of selling and marketing expenses as a percentage of our revenue
increased from 41.7% in 2021 to 50.9% in 2022, because we were still in the initial phase of
our business, and incurred substantial upfront selling and marketing expenses that are essential
for generating future revenue.

Administrative Expenses

Our administrative expenses increased by 11.2% from RMB179.1 million in 2021 to
RMB199.2 million in 2022, primarily due to an increase in employee expenses, as the number
of employees increased along with our business expansion. However, the proportion of our
administrative expenses as a percentage of our revenue decreased from 262.5% in 2021 to
146.3% in 2022, primarily because we started to benefit from certain economies of scale in
administration and management while we had a significant increase in revenue as we started
mass production of 8-inch GaN-on-Si wafer products since the second quarter of 2022.

R&D Expenses

Our R&D expenses decreased by 12.2% from RMB661.7 million in 2021 to RMB581.1
million in 2022, and our R&D expenses as a percentage of our revenue decreased from 970.0%
in 2021 to 426.7% in 2022, primarily because of the decrease in engineering test expenses. We
entered into the mass production phase in the second quarter of 2022, and our initial R&D
investments started to translate into commercial successes. In addition, benefitting from our
accumulated technological expertise, our R&D efficiency also improved.

Finance Costs

Our finance costs decreased from RMB2,392.1 million in 2021 to RMB1,029.6 million in
2022, primarily due to a decrease in changes in the carrying amount of liabilities recognized
for financial instruments issued to investors. In 2021, with the increase in our valuation, we
recorded a large amount of finance costs related to the fair value increase of financial liabilities
associated with the redemption rights granted to our investors. In 2022, we terminated the
investors’ redemption rights. See “— Critical Accounting Policies and Estimates and
Judgments — Financial Instruments Issued to Investors with Redemption Rights.”

Loss for the Year

As a result of the foregoing, our loss for the year decreased by 35.1% from RMB3,399.3
million in 2021 to RMB2,205.5 million in 2022.
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DISCUSSION OF CERTAIN KEY BALANCE SHEET ITEMS

The following table sets forth selected information from our consolidated balance sheets
as of the dates indicated, which have been extracted from our consolidated financial statements
included in Appendix I to this document:

As of December 31,
As of

June 30,

2021 2022 2023 2024

(RMB in thousands)

Total current assets � � � � � � � � 2,603,353 1,927,496 1,111,681 1,582,642
Total non-current assets � � � � � 4,018,411 3,767,580 3,479,723 3,273,054

Total assets � � � � � � � � � � � � � � 6,621,764 5,695,076 4,591,404 4,855,696

Total current liabilities � � � � � (1,565,519) (1,011,347) (926,389) (967,588)
Total non-current liabilities � � (9,181,617) (1,723,614) (1,701,092) (1,684,589)

Total liabilities � � � � � � � � � � � (10,747,136) (2,734,961) (2,627,481) (2,652,177)

Total (deficit)/equity � � � � � � (4,125,372) 2,960,115 1,963,923 2,203,519

The following table sets forth our current assets and current liabilities as of the dates
indicated:

As of December 31,
As of

June 30,
As of

October 31,

2021 2022 2023 2024 2024

(RMB in thousands)
(Unaudited)

Current assets:
Inventories � � � � � � � � 81,988 382,066 416,788 440,661 573,606
Trade and other

receivables � � � � � � � 224,919 150,409 337,013 387,561 313,080
Financial assets at

fair value through
profit or loss
(“FVPL”) � � � � � � � � 1,000,211 658,857 20,074 70,394 20,041

Financial assets at
fair value
through other
comprehensive
income
(“FVOCI”) � � � � � � � – – – 201,533 202,647
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As of December 31,
As of

June 30,
As of

October 31,

2021 2022 2023 2024 2024

(RMB in thousands)
(Unaudited)

Pledged bank
deposits � � � � � � � � � 17,534 25,323 8,828 22,789 28,263

Cash and cash
equivalents � � � � � � � 1,278,701 710,841 328,978 459,704 339,786

Total current assets � 2,603,353 1,927,496 1,111,681 1,582,642 1,477,423

Current liabilities:
Trade and other

payables � � � � � � � � � 837,784 565,532 409,973 418,050 386,833
Loans and

borrowings � � � � � � � 721,968 438,370 508,489 541,440 491,056
Lease liabilities � � � � � 5,767 7,445 7,927 8,098 8,542

Total current
liabilities � � � � � � � � 1,565,519 1,011,347 926,389 967,588 886,431

Net current assets � � 1,037,834 916,149 185,292 615,054 590,992

Our net current assets decreased to RMB591.0 million as of October 31, 2024 from
RMB615.1 million as of June 30, 2024, primarily due to (i) a decrease of RMB74.5 million in
trade and other receivables; (ii) a decrease of RMB50.4 million in FVPL, and (iii) a decrease
of RMB119.9 million in cash and cash equivalents, partially offset by (i) an increase of
RMB132.9 million in inventories, (ii) a decrease of RMB50.4 million in loans and borrowings,
and (iii) a decrease of RMB31.2 million in trade and other payables.

Our net current assets increased to RMB615.1 million as of June 30, 2024 from
RMB185.3 million as of December 31, 2023, primarily due to (i) an increase in financial assets
at FVOCI of RMB201.5 million, (ii) an increase of RMB130.7 million in cash and cash
equivalents, and (iii) an increase of RMB50.5 million in trade and other receivables, partially
offset by an increase of RMB33.0 million in loans and borrowings.

Our net current assets decreased to RMB185.3 million as of December 31, 2023, from
RMB916.1 million as of December 31, 2022, primarily due to (i) a decrease of RMB638.8
million in FVPL and (ii) a decrease of RMB381.9 million in cash and cash equivalents,
partially offset by (i) a decrease of RMB155.6 million in trade and other payables, (ii) an
increase of RMB186.6 million in trade and other receivables.
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Our net current assets decreased from RMB1,037.8 million as of December 31, 2021 to
RMB916.1 million as of December 31, 2022, primarily due to (i) a decrease of RMB567.9
million in cash and cash equivalents and (ii) a decrease of RMB341.4 million in FVPL,
partially offset by (i) an increase of RMB300.1 million in inventories, (ii) a decrease of
RMB283.6 million in loans and borrowings, and (iii) a decrease of RMB272.3 million in trade
and other payables.

Property, Plant and Equipment

Our property, plant and equipment primarily consist of plant and buildings, equipment
and machinery, vehicles, office equipment and furniture, construction in progress and leasehold
improvements. Our plant and buildings primarily consist of our production bases and our
global R&D center. Our equipment and machinery primarily consist of equipment used in R&D
and production of GaN products. Our construction in progress primarily consist of the
construction of our Suzhou production base and R&D center and equipment pending
installation. The following table sets forth the net carrying amount of our property, plant and
equipment as of the dates indicated:

As of December 31,
As of

June 30,

2021 2022 2023 2024

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

Plant and buildings � � � � � � � � 1,400,978 1,478,167 1,435,918 1,660,347
Equipment and machinery � � � 1,114,617 1,485,912 1,231,332 1,089,095
Vehicles � � � � � � � � � � � � � � � � � 2,310 1,665 1,255 1,288
Office equipment and

furniture � � � � � � � � � � � � � � � 35,634 50,636 42,074 39,129
Construction in progress � � � � 811,088 222,695 330,520 72,973
Leasehold improvements � � � � 6,647 21,224 20,306 17,209

Total � � � � � � � � � � � � � � � � � � � 3,371,274 3,260,299 3,061,405 2,880,041

Our property, plant and equipment decreased from RMB3,371.3 million as of December
31, 2021 to RMB3,260.3 million as of December 31, 2022, primarily due to the accrual of
depreciation expenses, offset by plants and buildings that finished construction and equipment
procured and installed in 2022. Our property, plant and equipment decreased to RMB3,061.4
million as of December 31, 2023, primarily due to depreciation expenses being recorded over
time, which reduced the carrying amount of the property, plant and equipment. Our property,
plant and equipment further decreased to RMB2,880.0 million as of June 30, 2024, primarily
due to the accrual of depreciation expenses, offset by plants and buildings that finished
construction.
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Although we had net losses during the Track Record Period, such losses were within our
expectation as we transitioned from the R&D phase to the mass production. With expanding
sales, we expect to reach the break-even point in the near future. At the end of each reporting
date, we considered the non-financial assets, including Property, Plant and Equipment, ROU
assets and intangible assets of our Group, as a single cash-generating unit group. During the
Track Record Period, we reviewed the internal and external sources of information, and no
impairment indication of our non-financial assets was identified. Therefore, no impairment
testing was required.

Inventories

Our inventories primarily comprise (i) raw materials, (ii) semi-finished products and WIP
and (iii) finished goods. Raw materials primarily include (i) materials for production, such as
monocrystalline silicon substrates, photoresists, cleaning fluids, target materials and special
gases, as well as equipment parts, and (ii) components for our equipment. Semi-finished
products and WIP are items that have been produced in large quantities in advance to ensure
ample stock of GaN products for timely delivery to customers. Finished goods primarily
consist of our GaN products that are ready for transit at our manufacturing facilities or in
transit to fulfil customer orders. We prepare semi-finished products and WIP in advance due
to the long production cycle under the IDM model and limited resources at the outsourced
packaging factories. We prepare semi-finished products, WIP and finished goods according to
confirmed customer orders and anticipated order volumes, which are primarily based on
demand forecasts provided by customers. This also helps mitigate the risk of delays and
ensures that we meet customer shipment deadlines.

The following table sets forth a breakdown of our inventories as of the dates indicated:

As of December 31,
As of

June 30,

2021 2022 2023 2024

(RMB in thousands)

Raw materials � � � � � � � � � � � � 36,352 45,077 33,317 34,926
Semi-finished products and

WIP � � � � � � � � � � � � � � � � � � 32,418 122,851 202,156 320,084
Finished goods � � � � � � � � � � � 13,218 214,138 181,315 85,651

Total � � � � � � � � � � � � � � � � � � � 81,988 382,066 416,788 440,661

Our inventories increased from RMB82.0 million as of December 31, 2021 to RMB382.1
million as of December 31, 2022, primarily because of the increase in finished goods and
semi-finished products and WIP, as we scaled up our production and started mass production
in 2022 and were able to capture growing market demands. We also prepared for the 2023 sales
of GaN modules by proactively stocking up towards the end of 2022. In addition, in 2022, we
had an increase in raw materials, as we stocked up equipment spare parts to support the

FINANCIAL INFORMATION

– 412 –



expansion of mass production. Our inventories increased to RMB416.8 million as of December
31, 2023, primarily due to an increase in semi-finished products and WIP as we prepared for
anticipated sales increases, partially offset by a decrease in finished goods, as we had more
sales. Our inventories further increased to RMB440.7 million as of June 30, 2024, primarily
due to an increase in semi-finished products and WIP, as we stockpiled in advance for the
anticipated demand. Meanwhile, the decrease in finished goods was primarily a result of the
sales of modules produced in 2023, of which we recognized revenue in the six months ended
June 30, 2024.

As of December 31, 2021, 2022, 2023 and June 30, 2024, the age of the vast majority of
our inventories was less than one year. The following table sets forth our inventory turnover
days for the periods indicated:

As of December 31,
As of

June 30,

2021 2022 2023 2024

(days)

Inventory turnover days(1) � � � 119.8 263.0 159.3 169.1

Note:

(1) Inventory turnover days for a period equals to the ending inventories balance divided by cost of sales
for the relevant period and multiplied by the number of days in the relevant period, which is 365 days
for each year and 180 days for the six months ended June 30, 2024.

Our inventory turnover days were primarily affected by production cycles, customer
delivery deadlines and other related factors that we take into consideration in ensuring timely
supply during regular production processes. Our inventory turnover days are closely related to
the intricacies of our IDM model, under which we prepare for both confirmed customer orders
and anticipated orders. Our turnover days increased from 119.8 days in 2021 to 263.0 days in
2022, decreased to 159.3 days in 2023 and then increased slightly to 169.1 days in June 30,
2024. The relatively long turnover days in 2022 was primarily as a result of (i) our stocking
up for our mass production to capture growing market demands; and (ii) our preparation for the
sales of GaN module products in 2023. We take inventory management measures to make sure
that we achieve a production-to-sales balance to minimize inventory backlog while ensuring
timely delivery to customers, which includes limiting the stockpiling period for raw materials,
shortening production cycles and setting sales targets while assessing the sales completion rate.

Our inventories are carried at the lower of cost and net realizable value. Cost is calculated
using the weighted average cost formula and comprises all costs of purchase and other costs
incurred in bringing the inventories to their present location and condition. Net realizable value
is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale. These estimates are based on
the current market condition and historical experience of selling products of similar nature. In
2021 and 2022, when we were in the initial R&D phase and the early stage of our mass
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(A joint stock company incorporated in the People's Republic of China with limited liability)
Stock Code: 2577

GLOBAL
OFFERING

英諾賽科（蘇州）科技股份有限公司
InnoScience (Suzhou) Technology Holding Co., Ltd.

R

R

R

Joint Bookrunners and Joint Lead Managers

(in no particular order)

Joint Sponsors, Joint Representatives, Overall Coordinators, Joint Global Coordinators,
Joint Bookrunners and Joint Lead Managers

(in no particular order)

Overall Coordinators, Joint Global Coordinators,
Joint Bookrunners and Joint Lead Managers

(in no particular order)
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