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Alteof-Any administrative and eur-court euastomers-proceedings in China may be protracted, resulting in substantial costs
and diversion of resources and management attention. Since PRC administrative and eur-court garmentmanufactaring
authorities have significant discretion in interpreting and implementing statutory and contractual terms, it may be more
difficult to evaluate the outcome of administrative and court proceedings and the level of legal protection we enjoy than
in more developed legal systems. These uncertainties may impede our ability to enforce the contracts we have entered
into and could materially and adversely affect our busmus &Ee—g&ﬂﬂeﬁt—wheksa-}ef's—aﬂd-fef&&efs—eeﬂsethﬁﬂ-y ot
business-financial condition and results of operations are-d affeeted b heir-end-etstomme
produetssupphied-by-us-. PRC regulations regarding acqu1s1t10ns 1mpose 51gn1ﬁcant regulatory approval Dr-asﬁe—eh&ﬂges—m
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difficult for us to evalaate-pursue growth through acquisitions. Under the effeetiverress-PRC Anti- Monopoly Law,
companies undertaking acquisitions relating to businesses in China must notify the anti- monopoly enforcement agency,
in advance of any transaction where the parties’ revenues in the China market exceed certain thresholds and the buyer
would obtain control of, eur-- or auditer-er-decisive influence over,the other party.In addition,on August 8,2006,six PRC
regulatory agencies,including the MOFCOM,the State- Owned Assets Supervision and Administration Commission,the State




Administration of Taxation,the SAIC,the China Securities Regulatory Commission,or the CSRC,and the State Administration of
Foreign Exchange,or SAFE,jointly adopted the Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign
Investors,or the M & A Rules,which came into effect on September 8,2006 and was amended on June 22,2009.Under the M &
A Rules,the approval of MOFCOM must be obtained in circumstances where overseas companies established or controlled by
PRC enterprises or residents acquire domestic companies affiliated with such PRC enterprises or residents. Applicable PRC
laws,rules and regulations also require certain merger and acquisition transactions to be subject to security review. 34 Our
business may be subject to a variety of PRC laws and other obligations regarding cybersecurity and data protection.Our business
may be subject to PRC laws relating to the collection,use,sharing,retention,security,and transfer of confidential and private
information,such as personal information and other data.These laws continue to develop,and the PRC government may adopt
other rules and restrictions in the future.Non- compliance could result in penalties or other significant legal liabilities.Pursuant to
the PR( C ybersecunty Law,which was plomulgated by the Standing Committee of the National People * s audit-proeedures-or
i ot d-to-anditors-ottside-Congress on November 7, 2016 and took effect on June 1, 2017,
personal mformatlon and 1mportant data collected and generated by a critical information infrastructure operator in the
course of its operations in China must be stored in China, and if a critical information infrastructure operator purchases
1nternet products and services that afe—affects or may affect natlonal securlty, it should be sublect to cybersecurlty rev1ew
b o a
t-hretrg-h—saeh—rnspeeﬁeﬂs-&ﬂd-t-hefy'— the Cyberspace Admlnlstratlon
aﬂd-preeeé&res—&ﬂd-t-he—qﬁal-rty—of China et

Wwas-. Due to the lack of further 1nterpretat10ns, the exact scope of “ cr1t1cal mformatlon infrastructure operator ”
remains unclear. On April 13, 2020, twelve Chinese government agencies jointly promulgated the Measures for
Cybersecurity Review , which became effective on Mareh—June , 2020 —Aeeerd-rﬁg—te%rtte}e—qu—e%ﬂ%e—P-RGSeetﬁﬁes—I:aw
Attiele 1772, set forth the cybersecurlty rev1ew see o
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infrastructure operators, ﬂ%e—rm-p-}erﬂeﬂt&&erre-ﬁeress—befder—s&pewisieﬂ—and administration—Artiele+77-further provides
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i ing-or-heldingla dergo OnJunelOpﬂeﬁe
J-tst-mg—rrrfefergn—eetmtﬂes— 2021, the Standmg Commlttee of the Natlonal People S Congress promulgated the PRC Data

Security Law, which will take effect in September 2021 The Data Securlty Law pr0V1des for a meve-security review
procedure for the data activities that would 6 6 ased-may affect national security.
Moreover, the State internet-Internet gt&ﬂ-ts—"l"—he-lnformatlon Office 1ssued the Measures of Cybersecurity Review
Measures-thattook-(Revised Draft for Comments, not yet effeet-effective fromFebruary15-) on July 10 , 2622-2021 , which
requires stiptlates-that-an-internet-platformoperator-operators whe-pessesses-with personal information of more lhdn 1

million users who want personatinformationmustreport-to list abroad to file the-Offiee-of Cyberseeurity Reviewfora
cybersecurity review when-seeking-with the CAC. Furthermore, the General Office of the Central Committee of the

Communist Party of China and the General Office of the State Council jointly issued the Opinions on Severe and Lawful
Crackdown on Illegal Securities Activities, which was available to the public on July 6, 2021. These opinions emphasized
the need to strengthen the administration over illegal securities activities and the supervision on overseas listings by
China- based companies. These opinions proposed to take effective measures, such as promoting the construction of
relevant regulatory systems, to deal with the risks and incidents facing China- based overseas- listed companies and the
demand for cybersecurity and data privacy protection. As these laws, opinions and the draft measures were recently




issued, official guidance and interpretation of these remain unclear in several respects at this time, and the PRC
government authorities may have wide discretion in the interpretation and enforcement of these laws, opinions and the
draft measures. Therefore, it is uncertain whether the future regulatory changes would impose additional restrictions on
our business. The Data Security Law also sets forth the data security protection obligations for entities and individuals
handling personal data, including that no entity or individual may acquire such data by stealing or other illegal means
nations—On-Apri2-, 2622-and the collection and use of such data should not exceed the necessary limits The costs of
compliance with , and the-other €SRE-burdens imposed by, PRC Cybersecurity Law and any other cybersecurity and
fe}eased- related laws may limit the Pfeﬁsmﬂs—use and adoptlon of our products and services and could have an adverse

eﬂ&eﬁferetgn—exehaﬁge— A@ Conhrmed by our PRC counsel at the date of Septembel 2,2022, we t-he—btts-rness—ef—etﬂtbs-ld-l&fies
untitourregistrationare not be subject to the cybersecurity review wwithrby the €yberspace-Administration-of-China; or-CAC
for overseas public offerings of our securities to foreign investors , given that: (i) our products and services are offered not
directly to individual users but through our institutional customers; (ii) we do not possess a large amount of personal information
in our business operations; and (iii) data processed in our business does not have a bearing on national security and thus may not
be classified as core or important data by the authorities. Further, we believe our newly established companies and our business
plan will not change the above conclusion. However, there remains uncertainty as to how the Draft €yberseeurity Review
Measures will be interpreted or implemented and whether the PRC regulatory agencies, including the CAC, may adopt new
laws, regulations, rules, or detailed implementation and interpretation related to the Draft €yberseenrtty Review-Measures. [f
any such new laws, regulations, rules, or implementation and interpretation comes into effect, we will take all reasonable

measures and actions to comply and to minimize the adverse effect of such laws on us —Anynon—eomplanee-eotldresult-in
penalttes-or-othersignifteanttegal-abilittes- We cannot assure you that PRC regulatory agencies, including the CAC, would

take the same view as we do, and there is no assurance that we can fully or timely comply with such laws. In the event that we
are subject to any mandatory cybersecurity review and other specific actions required by the CAC, we face uncertainty as to
whether any clearance or other required actions can be timely completed, or at all. Given such uncertainty, we may be further
required to suspend our relevant business, shut down our website, or face other penalties, which could materially and adversely
affect our business, financial condition, and results of operations. 35 Any future action by the PRC government...... effect of
such laws on us. PRC regulations relating to investments in offshore companies by PRC residents may subject our PRC- resident
beneficial owners or our PRC Subsidiaries to liability or penalties, limit our ability to inject capital into our PRC Subsidiaries or
limit our PRC Subsidiaries’ ability to increase their registered capital or distribute profits. SAFE promulgated the Circular on
Relevant Issues Concerning Foreign Exchange Control on Domestic Residents’ Offshore Investment and Financing and
Roundtrip Investment through Special Purpose Vehicles, or SAFE Circular 37, on July 4, 2014, which replaced the former
circular commonly known as “ SAFE Circular 75 ” promulgated by SAFE on October 21, 2005. SAFE Circular 37 requires PRC
residents to register with local branches of SAFE in connection with their direct establishment or indirect control of an offshore
entity, for the purpose of overseas investment and financing, with such PRC residents’ legally owned assets or equity interests in
domestic enterprises or offshore assets or interests, referred to in SAFE Circular 37 as a “ special purpose vehicle. ” SAFE
Circular 37 further requires amendment to the registration in the event of any significant changes with respect to the special
purpose vehicle, such as increase or decrease of capital contributed by PRC individuals, share transfer or exchange, merger,
division or other material event. In the event that a PRC shareholder holding interests in a special purpose vehicle fails to fulfill
the required SAFE registration, the PRC Subsidiaries of that special purpose vehicle may be prohibited from making profit
distributions to the offshore parent and from carrying out subsequent cross- border foreign exchange activities, and the special
purpose vehicle may be restricted in its ability to contribute additional capital into its PRC Subsidiaries. Moreover, failure to
comply with the various SAFE registration requirements described above could result in liability under PRC law for evasion of
foreign exchange controls. We have notified substantial beneficial owners of shares of common stock who we know are PRC
residents of their filing obligation, and pursuant to SAFE Circular 37, we have periodically filed and updated the above-
mentioned foreign exchange registration on behalf of certain employee shareholders who we know are PRC residents. However,



we may not be aware of the identities of all of our beneficial owners who are PRC residents. We do not have control over our
beneficial owners and cannot assure you that all of our PRC- resident beneficial owners will comply with SAFE Circular 37 and
subsequent implementation rules. The failure of our beneficial owners who are PRC residents to register or amend their SAFE
registrations in a timely manner pursuant to SAFE Circular 37 and subsequent implementation rules, or the failure of future
beneficial owners of our company who are PRC residents to comply with the registration procedures set forth in SAFE Circular
37 and subsequent implementation rules, may subject the beneficial owners or our PRC Subsidiaries to fines and legal sanctions.
On February 13, 2015, SAFE promulgated a Notice on Further Simplifying and Improving Foreign Exchange Administration
Policy on Direct Investment, or SAFE Notice 13, which became effective on June 1, 2015. Pursuant to SAFE Notice 13, entities
and individuals are required to apply for foreign exchange registration of foreign direct investment and overseas direct
investment, including those required under the SAFE Circular 37, with designated domestic banks, instead of SAFE. The
designated domestic banks will directly review the applications and conduct the registration. Furthermore, since it is unclear
how those new SAFE regulations, and any future regulation concerning offshore or cross- border transactions, will be
interpreted, amended and implemented by the relevant PRC government authorities, we cannot predict how these regulations
will affect our business operations or future strategy. Failure to register or comply with relevant requirements may also limit our
ability to contribute additional capital to our PRC Subsidiaries and limit our PRC Subsidiaries’ ability to distribute dividends to
our company. These risks may have a material adverse effect on our business, financial condition and results of operations. 36
We may be treated as a resident enterprise for PRC tax purposes under the PRC Enterprise Income Tax Law, and we may
therefore be subject to PRC income tax on our global income. Under the PRC Enterprise Income Tax Law and its implementing
rules, both of which came into effect on January 1, 2008, enterprises established under the laws of jurisdictions outside of China
with “ de facto management bodies ” located in China may be considered PRC tax resident enterprises for tax purposes and may
be subject to the PRC enterprise income tax at the rate of 25 % on their global income. “ De facto management body ” refers to a
managing body that exercises substantive and overall management and control over the production and business, personnel,
accounting books and assets of an enterprise. The State Administration of Taxation issued the Notice Regarding the
Determination of Chinese- Controlled Offshore- Incorporated Enterprises as PRC Tax Resident Enterprises on the basis of de
facto management bodies, or Circular 82, on April 22, 2009. Circular 82 provides certain specific criteria for determining
whether the ““ de facto management body ” of a Chinese- controlled offshore- incorporated enterprise is located in China.
Although Circular 82 only applies to offshore enterprises controlled by PRC enterprises, not those controlled by foreign
enterprises or individuals, the determining criteria set forth in Circular 82 may reflect the State Administration of Taxation’ s
general position on how the “ de facto management body ” test should be applied in determining the tax resident status of
offshore enterprises, regardless of whether they are controlled by PRC enterprises. If we were to be considered a PRC resident
enterprise, we would be subject to PRC enterprise income tax at the rate of 25 % on our global income. In such case, our
profitability and cash flow may be materially reduced as a result of our global income being taxed under the Enterprise Income
Tax Law. We believe that none of our entities outside of China is a PRC resident enterprise for PRC tax purposes. However, the
tax resident status of an enterprise is subject to determination by the PRC tax authorities and uncertainties remain with respect to
the interpretation of the term “ de facto management body. ” Restrictions on currency exchange may limit our ability to utilize
our PRC revenue effectively. We (Addentax Group Corp.) are a Nevada holding company with no material operations of our
own. We conduct substantially all of our operations through the operating companies established in the PRC, primarily
Shenzhen Qianhai Yingxi Industrial Chain Service Co., Ltd. (“ YX ), our wholly owned subsidiary and its subsidiaries. We are
a holding company and do not directly own any substantive business operations in China. Substantially all of our revenue is
denominated in Renminbi. The Renminbi is currently convertible under the * current account, ” which includes dividends, trade
and service- related foreign exchange transactions, but requires approval from or registration with appropriate government
authorities or designated banks under the * capital account, ”” which includes foreign direct investment and loans, including loans
we may secure from our onshore subsidiaries. Currently, one of our PRC Subsidiaries, which is a wholly- foreign owned
enterprise, may purchase foreign currency for settlement of ““ current account transactions, ” including payment of dividends to
us, without the approval of SAFE by complying with certain procedural requirements. However, the relevant PRC governmental
authorities or the local bank may limit or eliminate our ability to purchase foreign currencies in the future for current account
transactions. Since 2016, PRC governmental authorities have imposed more stringent restrictions on outbound capital flows,
including heightened scrutiny over “ irrational ”” overseas investments for certain industries, as well as over four kinds of «
abnormal ” offshore investments, which are: ® investments through enterprises established for only a few months without
substantive operation; @ investments with amounts far exceeding the registered capital of onshore parent and not supported by
its business performance shown on financial statements; ® investments in targets which are unrelated to onshore parent’ s main
business; and e investments with abnormal sources of Renminbi funding suspected to be involved in illegal transfer of assets or
illegal operation of underground banking. 37 On January 26, 2017, SAFE promulgated the Circular on Further Improving
Reform of Foreign Exchange Administration and Optimizing Genuineness and Compliance Verification, which tightened the
authenticity and compliance verification of cross- border transactions and cross- border capital flow, including requiring banks
to verify board resolutions, tax filing forms and audited financial statements before wiring foreign invested enterprises’ foreign
exchange dividend distribution of over US $ 50, 000. In addition, the Outbound Investment Sensitive Industry Catalogue (2018)
lists certain sensitive industries that are subject to NDRC pre- approval requirements prior to remitting investment funds
offshore, which subjects us to increased approval requirements and restrictions with respect to our overseas investment activity.
Since a significant amount of our PRC revenue is denominated in Renminbi, any existing and future restrictions on currency
exchange may limit our ability to utilize revenue generated in Renminbi to fund our business activities outside of the PRC, make
investments, service any debt we may incur outside of China or pay dividends in foreign currencies to our shareholders. The
disclosures in our reports and other filings with the SEC and our other public pronouncements are not subject to the scrutiny of



any regulatory bodies in the PRC. We are regulated by the SEC and our reports and other filings with the SEC are subject to
SEC review in accordance with the rules and regulations promulgated by the SEC under the Securities Act and the Exchange
Act. Our SEC reports and other disclosure and public pronouncements are not subject to the review or scrutiny of any PRC
regulatory authority. For example, the disclosure in our SEC reports and other filings are not subject to the review by China
Securities Regulatory Commission, a PRC regulator that is responsible for oversight of the capital markets in China.
Accordingly, you should review our SEC reports, filings and our other public pronouncements with the understanding that no
local regulator has done any review of us, our SEC reports, other filings or any of our other public pronouncements. Introduction
of new laws or changes to existing laws by the PRC government may adversely affect our business. The PRC legal system is a
codified legal system made up of written laws, regulations, circulars, administrative directives and internal guidelines. Unlike
common law jurisdictions like the U. S., decided cases (which may be taken as reference) do not form part of the legal structure
of the PRC and thus have no binding effect on subsequent cases with similar issues and fact patterns. Furthermore, in line with
its transformation from a centrally- planned economy to a more free market- oriented economy, the PRC government is still in
the process of developing a comprehensive set of laws and regulations. As the legal system in the PRC is still evolving, laws and
regulations or the interpretation of the same may be subject to further changes. For example, the PRC government may impose
restrictions on the amount of service fees that may be payable by municipal governments to wastewater and sludge treatment
service providers. Also, the PRC central and municipal governments may impose more stringent environmental regulations
which would affect our ability to comply with, or our costs to comply with, such regulations. Such changes, if implemented, may
adversely affect our business operations and may reduce our profitability. Risks Relating to Our Holding Company Structure
Substantial uncertainties exist with respect to the interpretation and implementation of the newly enacted Foreign Investment
Law and how it may impact the viability of our current corporate structure, corporate governance and business operations. On
March 15, 2019, the PRC National People’ s Congress approved the Foreign Investment Law, which came into effect on
January 1, 2020 and replaces the trio of existing laws regulating foreign investment in the PRC, namely, the Sino- Foreign
Equity Joint Venture Enterprise Law, the Sino- Foreign Cooperative Joint Venture Enterprise Law and the Wholly Foreign-
Invested Enterprise Law, together with their implementation rules and ancillary regulations and become the legal foundation for
foreign investment in the PRC. Meanwhile, the Implementation Regulation of the Foreign Investment Law and the Measures for
Reporting of Information on Foreign Investment came into effect as of January 1, 2020, which clarified and elaborated the
relevant provisions of the Foreign Investment Law. 38 The Foreign Investment Law sets out the basic regulatory framework for
foreign investments and proposes to implement a system of pre- entry national treatment with a negative list for foreign
investments, pursuant to which (i) foreign entities and individuals are prohibited from investing in the areas that are not open to
foreign investments, (ii) foreign investments in the restricted industries must satisfy certain requirements under the law, and (iii)
foreign investments in business sectors outside of the negative list will be treated equally with domestic investments. The
Foreign Investment Law also sets forth necessary mechanisms to facilitate, protect and manage foreign investments and
proposes to establish a foreign investment information reporting system, through which foreign investors or foreign- invested
enterprises are required to submit initial report, report of changes, report of deregistration and annual report relating to their
investments to the Ministry of Commerce, or MOFCOM, or its local branches. Although our operating structure is legal and
permissible under the current Chinese law and regulations, including the Foreign Investment Law, Chinese regulatory
authorities could disallow our operating structure, which would likely result in a material change in our operations and / or the
value of our common stock, including that it could cause the value of such securities to significantly decline or become
worthless. We may rely on dividends and other distributions on equity paid by our PRC Subsidiaries to fund any cash and
financing requirements we may have, and any limitation on the ability of our PRC Subsidiaries to make payments to us could
have a material and adverse effect on our ability to conduct our business. We are a Nevada holding company and we rely
principally on dividends and other distributions on equity from our PRC Subsidiaries for our cash requirements, including the
funds necessary to pay dividends and other cash distributions to our shareholders for services of any debt we may incur. If our
PRC Subsidiaries incur debt on its own behalf in the future, the instruments governing the debt may restrict their ability to pay
dividends or make other distributions to us. Under PRC laws and regulations, our PRC Subsidiaries, which are wholly foreign-
owned enterprises, may pay dividends only out of their respective accumulated profits as determined in accordance with PRC
accounting standards and regulations. In addition, a wholly foreign- owned enterprise is required to set aside at least 10 % of its
accumulated after- tax profits each year, if any, to fund a certain statutory reserve fund, until the aggregate amount of such fund
reaches 50 % of its registered capital. Such reserve funds cannot be distributed to us as dividends. At its discretion, a wholly
foreign- owned enterprise may allocate a portion of its after- tax profits based on PRC accounting standards to an enterprise
expansion fund, or a staff welfare and bonus fund. A portion of our revenue was generated by our PRC Subsidiaries in
Renminbi, which is not freely convertible into other currencies. As a result, any restriction on currency exchange may limit the
ability of our PRC Subsidiaries to use their Renminbi revenues to pay dividends to us. The PRC government may continue to
strengthen its capital controls, and more restrictions and substantial vetting process may be put forward by SAFE for cross-
border transactions falling under both the current account and the capital account. Any limitation on the ability of our PRC
Subsidiaries to pay dividends or make other kinds of payments to us could materially and adversely limit our ability to grow,
make investments or acquisitions that could be beneficial to our business, pay dividends, or otherwise fund and conduct our
business. In addition, the Enterprise Income Tax Law and its implementation rules provide that a withholding tax rate of up to
10 % will be applicable to dividends payable by Chinese companies to non- PRC- resident enterprises unless otherwise
exempted or reduced according to treaties or arrangements between the PRC central government and governments of other
countries or regions where the non- PRC- resident enterprises are incorporated. PRC regulation of loans to and direct investment
in PRC entities by offshore holding companies and governmental control of currency conversion may delay or prevent us from
using the proceeds of our offerings to make loans or additional capital contributions to our PRC subsidiaries, which could



materially and adversely affect our liquidity and our ability to fund and expand our business. We are an offshore holding
company conducting our operations in China through our PRC Subsidiaries. We may in the future make loans or provide
guarantee to our PRC Subsidiaries subject to the approval or registration from governmental authorities and limitation of
amount, or we may make additional capital contributions to our wholly foreign- owned subsidiary in China. Any loans to our
wholly foreign- owned subsidiaries in China, which are treated as foreign- invested enterprise under PRC law, are subject to
foreign exchange loan registrations. In addition, a foreign- invested enterprise, or FIE, shall use its capital pursuant to the
principle of authenticity and self- use within its business scope. The capital of an FIE shall not be used for the following
purposes: (i) directly or indirectly used for payment beyond the business scope of the enterprises or the payment prohibited by
relevant laws and regulations; (ii) directly or indirectly used for investment in securities or investments other than banks’
principal- secured products unless otherwise provided by relevant laws and regulations; (iii) the granting of loans to non-
affiliated enterprises, except where it is expressly permitted in the business license; and (iv) paying the expenses related to the
purchase of real estate that is not for self- use (except for the foreign- invested real estate enterprises). In light of the various
requirements imposed by PRC regulations on loans to and direct investment in PRC entities by offshore holding companies, we
cannot assure you that we will be able to complete the necessary government registrations or obtain the necessary government
approvals on a timely basis, if at all, with respect to future loans by us to our PRC Subsidiaries or with respect to future capital
contributions by us to our PRC Subsidiaries. If we fail to complete such registrations or obtain such approvals, our ability to use
the proceeds from our offerings and to capitalize or otherwise fund our PRC operations may be negatively affected, which could
materially and adversely affect our liquidity and our ability to fund and expand our business. Risks Related to our Common
Stock The market price of our shares is likely to be highly volatile and subject to wide fluctuations in response to factors such as:
e variations in our actual and perceived operating results; ® news regarding gains or losses of customers or partners by us or our
competitors; ® news regarding gains or losses of key personnel by us or our competitors; ® announcements of competitive
developments, acquisitions or strategic alliances in our industry by us or our competitors; ® changes in earnings estimates or buy
/ sell recommendations by financial analysts; @ potential litigation; @ the imposition of fines or penalties related to our activities
in the PRC and failure to comply with applicable rules and regulations; ® general market conditions or other developments
affecting us or our industry; and e the operating and stock price performance of other companies, other industries and other
events or factors beyond our control. In addition, the securities markets have from time to time experienced significant price and
volume fluctuations that are not related to the operating performance of particular companies. These market fluctuations may
also materially and adversely affect the market price of the shares. We may never be able to pay dividends and are unlikely to do
so. To date, we have not paid, nor do we intend to pay in the foreseeable future, dividends on our common stock, even if we
become profitable. Earnings, if any, are expected to be used to advance our activities and for working capital and general
corporate purposes, rather than to make distributions to stockholders. Since we are not in a financial position to pay dividends
on our common stock and future dividends are not presently being contemplated, investors are advised that return on investment
in our common stock is restricted to an appreciation in the share price. The potential or likelihood of an increase in share price is
uncertain. In addition, under Nevada law, we may only pay dividends subject to our ability to service our debts as they become
due and provided that our assets will exceed our liabilities after the dividend. Our ability to pay dividends will therefore depend
on our ability to generate sufficient profits. Further, because of the various rules applicable to our operations in China and the
regulations on foreign investments as well as the applicable tax law, we may be subject to further limitations on our ability to
declare and pay dividends to our shareholders. Shareholders may be diluted significantly through our efforts to obtain financing
and satisfy obligations through the issuance of securities. Wherever possible, our board of directors will attempt to use non- cash
consideration to satisfy obligations. In many instances, we believe that the non- cash consideration will consist of shares of our
common stock, warrants to purchase shares of our common stock or other securities. Our board of directors has authority,
without action or vote of the shareholders, to issue all or part of the authorized but unissued shares of common stock or warrants
to purchase such shares of common stock. In addition, we may attempt to raise capital by selling shares of our common stock,
possibly at a discount to market in the future. These actions will result in dilution of the ownership interests of existing
shareholders and may further dilute common stock book value, and that dilution may be material. Such issuances may also
serve to enhance existing management’ s ability to maintain control of us, because the shares may be issued to parties or entities
committed to supporting existing management. In the event that our shares are traded, they may trade under $ 5. 00 per share
and thus will be a penny stock. Trading in penny stocks has many restrictions and these restrictions could severely affect the
price and liquidity of our shares. In the event that our stock trades below $ 5. 00 per share, our stock would be known as a
penny stock ”, which is subject to various regulations involving disclosures to be given to you prior to the purchase of any penny
stock. The SEC has adopted regulations which generally define a *“ penny stock ” to be any equity security that has a market
price of less than $ 5. 00 per share, subject to certain exceptions. Depending on market fluctuations, our common stock could be
considered to be a “ penny stock ”. A penny stock is subject to rules that impose additional sales practice requirements on broker
/ dealers who sell these securities to persons other than accredited investors. For transactions covered by these rules, the broker /
dealer must make a special suitability determination for the purchase of these securities. In addition, he must receive the
purchaser’ s written consent to the transaction prior to the purchase. He must also provide certain written disclosures to the
purchaser. Consequently, the “ penny stock ” rules may restrict the ability of broker / dealers to sell our securities, and may
negatively affect the ability of holders of shares of our common stock to resell them. These disclosures require you to
acknowledge that you understand the risks associated with buying penny stocks and that you can absorb the loss of your entire
investment. Penny stocks are low priced securities that do not have a very high trading volume. Consequently, the price of the
stock is often volatile and you may not be able to buy or sell the stock when you want to. The issuances of our Common Stock
to the Selling Stockholders or the Placement Agent upon conversion of Warrants or exercise of the Notes, as the case may be,
will cause dilution to our existing stockholders, and the sale of the shares of Common Stock acquired by the Selling



Stockholders or the Placement Agent, or the perception that such sales may occur, could cause the price of our Common Stock
to fall. Depending on market liquidity at the time, issuances and any subsequent sales of our common stock may cause the
trading price of our common stock to fall. We previously registered 197, 227, 433 shares of our common stock for their resale by
selling stockholders which consisted of: ® Up to 164, 373, 089 shares of common stock (the “ PIPE Stocks ™), consisting of (i)
82, 186, 544 shares of common stock issuable upon the conversion of our senior secured convertible notes (the “ Notes ) issued
to the selling stockholders pursuant to the securities purchase agreement, dated as of January 4, 2023, by and between us and the
selling stockholders (the “ PIPE Securities Purchase Agreement ), and (ii) 82, 186, 544 additional shares of common stock that
we are required to register pursuant to a registration rights agreement between us and certain selling stockholders obligating us
to register 200 % of the maximum number of shares of common stock issuable upon conversion of the Notes; ® Up to 32, 154,
344 shares of common stock (the “ PIPE Warrant Stocks ), consisting of (i) 16, 077, 172 shares of our common stock issued or
issuable upon the exercise of warrants (the “ PIPE Warrants ™) that were issued pursuant to the PIPE Securities Purchase
Agreement, and (i) 16, 077, 172 additional shares of common stock that we are required to register pursuant to a registration
rights agreement between us and certain selling stockholders obligating us to register 200 % of the maximum number of shares
of common stock issuable upon exercise of the PIPE Warrant Stocks; and @ Up to 700, 000 shares of common stock (the
Placement Agent Warrant Stocks ) issued or issuable upon the exercise of placement agent warrants (the “ Placement Agent
Warrants ) that were issued to the placement agent pursuant to the PIPE placement agency agreement (the “ PIPE Placement
Agency Agreement ), dated as of January 4, 2023. If and when the selling stockholders or placement agent convert and / or
exercise their warrants or Notes, as the case may be, after the selling stockholders or the placement agents has acquired the
shares, the selling stockholders or the placement agent may resell all, some, or none of those shares at any time or from time to
time in its discretion. Therefore, issuances to the selling stockholders or the placement agent upon exercise of their warrants or
conversion of the Notes could result in substantial dilution to the interests of other holders of our common stock. Even though
the current trading price is significantly below our IPO price, the selling shareholders or the placement agent may have an
incentive to sell because they will still profit because of the lower price that they acquired their shares than the retail investors.
Additionally, the issuance of a substantial number of shares of our common stock to the selling stockholders or the placement
agent, or the anticipation of such issuances, could make it more difficult for us to sell equity or equity- related securities in the
future at a time and at a price that we might otherwise wish to effect sales. You may experience future dilution as a result of
future equity offerings and other issuances of our securities. In order to raise additional capital, we may in the future offer
additional common stocks or other securities convertible into or exchangeable for our common stocks at prices that may not be
the same as the price per share paid by the investors in this offering. We may not be able to sell shares or other securities in any
other offering at a price per share that is equal to or greater than the price per share paid by the investors in this offering, and
investors purchasing shares or other securities in the future could have rights superior to existing stockholders. The price per
share at which we sell additional common stocks or securities convertible into common stocks in future transactions may be
higher or lower than the price per share paid to the selling stockholders. Our stockholders will incur dilution upon exercise of
any outstanding stock options, warrants or other convertible securities or upon the issuance of common stocks under our share
incentive programs. We expect to require additional capital in the future in order to develop our business operations. If we do
not obtain any such additional financing, it may be difficult to effectively realize our long- term strategic goals and objectives.
Any additional capital raised through the sale of equity or equity- backed securities may dilute our stockholders’ ownership
percentages and could also result in a decrease in the market value of our equity securities. The terms of any securities issued by
us in future capital transactions may be more favorable to new investors, and may include preferences, superior voting rights and
the issuance of warrants or other derivative securities, which may have a further dilutive effect on the holders of any of our
securities then outstanding. In addition, we may incur substantial costs in pursuing future capital financing, including investment
banking fees, legal fees, accounting fees, securities law compliance fees, printing and distribution expenses and other costs. We
may also be required to recognize non- cash expenses in connection with certain securities we issue, such as convertible notes
and warrants, which may adversely impact our financial condition. Future sales of substantial amounts of the shares of common
stock by existing stockholders could adversely affect the price of our common stock. If we or our existing stockholders, our
directors or their affiliates or certain of our executive officers, sell a substantial number of our common stocks in the public
market, including the Resale Shares once issuable upon exercise of the PIPE Warrants and the Placement Agent Warrants, the
market price of our common stocks could decrease significantly. The perception in the public market that we or our stockholders
might sell our common stocks could also depress the market price of our common stocks and could impair our future ability to
obtain capital, especially through an offering of equity securities. The market price of our common stocks may be subject to
fluctuation and you could lose all or part of your investment. Our common stocks were first offered publicly in our [PO in
August 2022 at a price of $ 5. 00 per share, and our common stocks have subsequently traded as high as $ 656. 54 per share and
as low as $ 0. 64778 per share threnghJune23;2023-as of the date of this Annual Report . The market price of our common
stocks on the Nasdaq Capital Market may fluctuate as a result of a number of factors, some of which are beyond our control,
including, but not limited to: These factors and any corresponding price fluctuations may materially and adversely affect the
market price of our common stocks and result in substantial losses being incurred by our investors. In the past, following periods
of market volatility, public company stockholders have often instituted securities class action litigation. If we were involved in
securities litigation, it could impose a substantial cost upon us and divert the resources and attention of our management from
our business. Item 1B. Unresolved Staff Comments



