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Any investment in the Company’ s securities involves a high degree of risk. You should carefully consider the risks described
below, together with the information contained elsewhere in this Annual Report, before you make a decision to invest in the
Company. The Company’ s business, financial conditions and results of operations could be materially and adversely affected
by many risk factors. Because of these risk factors, actual results might differ significantly from those projected in any forward-
looking statements. Factors that might cause such differences include, among others, the following: RISKS RELATED TO THE
COMPANY’ S BUSINESS AND INDUSTRY The cyclical nature of automotive production and sales could result in a
reduction in automotive sales, which could adversely affect the Company’ s business and results of operations. The Company”’ s
business relies on automotive vehicle production and sales by its customers, which are highly cyclical and depend on general
economic conditions and other factors, including consumer spending and preferences and the price and availability of gasoline.
They also can be affected by labor relations issues, regulatory requirements and other factors. In the last two years, the price of
automobiles in China has generally declined. Additionally, the volume of automotive production in China has fluctuated from
year to year, which gives rise to fluctuations in the demand for the Company’ s products. Therefore, any significant economic
decline could result in a reduction in automotive production and sales by the Company’ s customers and could have a material
adverse effect on the Company’ s results of operations. Moreover, if the prices of automobiles keep declining, the selling price
of automotive parts also would decrease, which would result in lower revenues and profitability for the Company . Increasing
costs for manufactured components and raw materials may adversely affect the Company’ s profitability. The Company uses a
broad range of manufactured components and raw materials in its products, including castings, electronic components, finished
sub- components, molded plastic parts, fabricated metal, aluminum, steel and resins. Because it may be difficult to pass
increased prices for these items on to the Company’ s customers, a significant increase in the prices of the Company’ s
components and materials could materially increase the Company’ s operating costs and adversely affect its profit margins and
profitability. Because the Company is a holding company with substantially all of its operations conducted through its
subsidiaries, its performance will be affected by the performance of its subsidiaries. The Company almost has no operations
independent of those of Genesis and its subsidiaries, and the Company’ s principal assets are its investments in Genesis and its
subsidiaries and affiliates. As a result, the Company is dependent upon the performance of Genesis and its subsidiaries and will
be subject to the financial, business and other factors affecting Genesis as well as general economic and financial conditions. As
substantially all of the Company’ s operations are, and will be, conducted through its subsidiaries, the Company will be
dependent on the cash flow of its subsidiaries to meet its obligations. Because virtually all of the Company’ s assets are, and will
be, held by operating subsidiaries, the claims of the Company” s stockholders will be structurally subordinate to all existing and
future liabilities, obligations and trade payables of such subsidiaries. In the event of the Company’ s bankruptcy, liquidation or
reorganization, its assets and those of its subsidiaries will be available to satisfy the claims of the Company’ s stockholders only
after all of its and its subsidiaries’ liabilities and obligations have been paid in full. With the automobile parts markets being
highly competitive and many of the Company’ s competitors having greater resources than it does, the Company may not be
able to compete successfully. The automobile parts industry is a highly competitive business. The Company’ s customers
consider criteria including: @ +6-15 | Page @ excellence and flexibility in operations; @ degree of global and local presence; ®
effectiveness of customer service; and e overall management capability. The Company’ s competitors include independent
suppliers of parts, as well as suppliers formed by spin- offs from the Company’ s customers, who are becoming more aggressive
in selling parts to other vehicle manufacturers. Depending on the particular product, the number of the Company’ s competitors
varies significantly. Many of the Company’ s competitors have substantially greater revenues and financial resources than it
does, as well as stronger brand names, consumer recognition, business relationships with vehicle manufacturers, and geographic
presence than it has. The Company may not be able to compete favorably and increased competition may substantially harm its
business, business prospects and results of operations. Internationally, the Company faces different market dynamics and
competition. The Company may not be as successful as its competitors in generating revenues in international markets due to the
lack of recognition of its products or other factors. Developing product recognition overseas is expensive and time- consuming
and the Company’ s international expansion efforts may be more costly and less profitable than it expects. If the Company is
not successful in its target markets, its sales could decline, its margins could be negatively impacted and it could lose market
share, any of which could materially harm the Company’ s business, results of operations and profitability. Pricing pressure by
automobile manufacturers on their suppliers may adversely affect the Company’ s business and results of operations. Recently,
pricing pressure from automobile manufacturers has been prevalent in the automotive parts industry in China. Virtually all
vehicle manufacturers seek price reductions each year. Although the Company has tried to reduce costs and resist price
reductions, these reductions have impacted the Company’ s sales and profit margins. If the Company cannot offset continued
price reductions through improved operating efficiencies and reduced expenditures, price reductions will have a material
adverse effect on the Company’ s results of operations. The Company’ s business, revenues and profitability would be
materially and adversely affected if it loses any of its large customers. For the year ended December 31, 2023, approximately
17.2 %, 6.4 %, 6.1 %,5.5 % and 5. 2 % of the Company’ s sales were to Stellantis N. V., BYD Auto Co., Ltd., Hubei
Hongrun, Mahindra & Mahindra Ltd and Chery Automobile Co., Ltd, the Company’ s five largest customers in 2023,
respectively. In total, these five customers accounted for 40. 4 % of total sales in 2023. For the year ended December 31,
2022, approximately 20. 2 %, 6.2 %, 5.9 %, 5.3 % and 5. 2 % of the Company’ s sales were to Fiat-Chrysler North-Ameriea



Stellantis N. V. , Hubei Hongrun, Great Wall Motors, BYD Auto =, and Chery Automobile Co., Ltd., the Company’ s five
largest customers in 2022, respectively. In total, these five customers accounted for 42. 8 % of total sales in 2022 —Fer-the-year
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o S —resp ceby—trtotart—thesefive-eustomersa e al-sa . . The loss of,
or significant reduction in purchases by, one or more of these major customers could adversely affect the Company’ s business.
The Company may not be able to collect receivables incurred by customers. The Company currently sells its products on credit
and its ability to receive payment for its products depends on the continued creditworthiness of its customers. Although the
Company has long- term relationships with its major customers, the customer base may change if its sales increase because of
the Company’ s expanded capacity. If the Company is not able to collect its receivables, its profitability will be adversely
affected. In November 2020, Intermediate People’ s Court of Shenyang, Liaoning province, China, accepted the bankruptcy
reorganization application of one of our customers. As of December 31, 2023 and 2022 ard2624-, the Company had accounts
and notes receivable with a total amount of RMB 46. 9 million and RMB 46. 8 million, equivalent to $ 6. 8-6 million and $ 6.
-7 million, respectively, due from this customer and its subsidiaries, which receivables we were considered in significant doubt
of collectability. The Company provided full allowance for these receivables as of December 31, 2022 . +716 | PageThe
Company may be subject to product liability and warranty and recall claims, which may increase the costs of doing business and
adversely affect the Company’ s financial condition and liquidity. The Company may be exposed to product liability and
warranty claims if its products actually or allegedly fail to perform as expected or the use of its products results, or is alleged to
result, in bodily injury and / or property damage. The Company started to pay some of its customers’ increased after- sales
service expenses due to consumer rights protection policies of ““ recall ” issued by the Chinese government in 2004, such as the
recalling flawed vehicles policy. Beginning in 2004, automobile manufacturers unilaterally required their suppliers to pay a *“ 3-
R Guarantees ” service charge for repair, replacement and refund in an amount of about 1 % — 5 % of the total amount of parts
supplied. Accordingly, the Company has experienced and will continue to experience higher after- sales service expenses.
Product liability, warranty and recall costs may have a material adverse effect on the Company’ s financial condition. The
Company is subject to environmental and safety regulations, which may increase the Company’ s compliance costs and may
adversely affect its results of operations. The Company is subject to the requirements of environmental and occupational safety
and health laws and regulations in China. The Company cannot provide assurance that it has been or will be at all times in full
compliance with all of these requirements, or that it will not incur material costs or liabilities in connection with these
requirements. Additionally, these regulations may change in a manner that could have a material adverse effect on the
Company’ s business, results of operations and financial condition. The capital requirements and other expenditures that may be
necessary to comply with environmental requirements could increase and become a material expense of doing business. Non-
performance by the Company’ s suppliers may adversely affect its operations by delaying delivery or causing delivery failures,
which may negatively affect demand, sales and profitability. The Company purchases various types of equipment, raw materials
and manufactured component parts from its suppliers. The Company would be materially and adversely affected by the failure
of'its suppliers to perform as expected. The Company could experience delivery delays or failures caused by production issues
or delivery of non- conforming products if its suppliers fail to perform, and it also faces these risks in the event any of its
suppliers becomes insolvent or bankrupt. The Company’ s business and growth may suffer if it fails to attract and retain key
personnel. The Company’ s ability to operate its business and implement its strategies effectively depends on the efforts of its
executive officers and other key employees. The Company depends on the continued contributions of its senior management and
other key personnel. The Company’ s future success also depends on its ability to identify, attract and retain highly skilled
technical staff, particularly engineers and other employees with mechanics and electronics expertise, and managerial, finance
and marketing personnel. The Company does not maintain a key person life insurance policy on Mr. Hanlin Chen or Mr. Qizhou
Wu. The loss of the services of any of the Company’ s key employees or the failure to attract or retain other qualified personnel
could substantially harm the Company’ s business. The Company’ s management controls approximately 65-64 . +5-73 % of its
outstanding common stock and may have conflicts of interest with the Company’ s minority stockholders. As of December 31,
2622-2023 , members of the Company’ s management beneficially own approximately 65-64 . +5-73 % of the outstanding shares
of the Company’ s common stock. As a result, except for the related party transactions that require approval of the audit
committee of the board of directors of the Company, these majority stockholders have control over decisions to enter into any
corporate transaction, which could result in the approval of transactions that might not maximize overall stockholders’ value.
Additionally, these stockholders control the election of members of the Company’ s board, have the ability to appoint new
members to the Company”’ s management team and control the outcome of matters submitted to a vote of the holders of the
Company’ s common stock. The interests of these majority stockholders may at times conflict with the interests of the
Company’ s other stockholders. The Company regularly engages in transactions with entities controlled by one or more of its
officers and directors, including those controlled by Mr. Hanlin Chen, the chairman of the board of directors of the Company
and its controlling stockholder. +8-17 | PageThere is a limited public float of the Company’ s common stock, which can result in
the Company’ s stock price being volatile and prevent the realization of a profit on resale of the Company’ s common stock or
derivative securities. There is a limited public float of the Company’ s common stock. As of December 31, 26222023 ,
approximately 34-35 . 85-27 % of the Company’ s outstanding common stock is considered part of the public float. The term
public float ” refers to shares freely and actively tradable on the NASDAQ Capital Market and not owned by officers, directors
or affiliates, as such term is defined under the Securities Act. As a result of the limited public float and the limited trading
volume on some days, the market price of the Company’ s common stock can be volatile, and relatively small changes in the
demand for or supply of the Company’ s common stock can have a disproportionate effect on the market price for its common
stock. This stock price volatility could prevent a security holder seeking to sell the Company’ s common stock or derivative




securities from being able to sell them at or above the price at which the stock or derivative securities were bought, or at a price
which a fully liquid market would report. The Company is subject to penny stock regulations and restrictions. The SEC has
adopted regulations which generally define so- called “ penny stock ” as an equity security that has a market price less than $ 5.
00 per share or an exercise price of less than $ 5. 00 per share, subject to certain exemptions. As of December 31, 2622-2023 ,
the closing price for the Company’ s common stock was $ 5-3 . 88-23 . If the Company’ s stock is a “ penny stock ”, it may
become subject to Rule 15g- 9 under the Securities Exchange Act of 1934, as amended (the “ Exchange Act ), the “ Penny
Stock Rule. ” This rule imposes additional sales practice requirements on broker- dealers that sell such securities to persons other
than established customers and ““ accredited investors, ” generally, individuals with a net worth in excess of $ 1. 0 million or
annual incomes exceeding $ 0. 2 million, or $ 0. 3 million together with their spouses. For transactions covered by Rule 15g- 9, a
broker- dealer must make a special suitability determination for the purchaser and have received the purchaser’ s written consent
to the transaction prior to sale. As a result, this rule may affect the ability of broker- dealers to sell the Company’ s securities and
may affect the ability of purchasers to sell any of the Company’ s securities in the secondary market. For any transaction
involving a penny stock, unless exempt, the rules require delivery, prior to any transaction in a penny stock, of a disclosure
schedule prepared by the SEC relating to the penny stock market. Disclosure also is required to be made about sales
commissions payable to both the broker- dealer and the registered representative and current quotations for the securities.
Finally, monthly statements are required to be sent disclosing recent price information for the penny stock held in the account
and information on the limited market in penny stock. There can be no assurance that the Company’ s common stock will
qualify for exemption from the Penny Stock Rule. In any event, even if the Company’ s common stock were exempt from the
Penny Stock Rule, the Company would remain subject to Section 15 (b) (6) of the Exchange Act, which gives the SEC the
authority to restrict any person from participating in a distribution of penny stock if the SEC finds that such a restriction would
be in the public interest. Provisions in the Company’ s certificate of incorporation and bylaws and the General Corporation Law
of Delaware may discourage a takeover attempt. Provisions in the Company’ s certificate of incorporation and bylaws and the
General Corporation Law of Delaware, the state in which it is organized, could make it difficult for a third party to acquire the
Company, even if doing so might be beneficial to the Company”’ s stockholders. Provisions of the Company’ s certificate of
incorporation and bylaws impose various procedural and other requirements, which could make it difficult for stockholders to
effect certain corporate actions and possibly prevent transactions that would maximize stockholders’ value. Failure to maintain
effective internal control over financial reporting could have a material adverse effect on the Company’ s business, results of
operations and the trading price of its shares. The Company is subject to reporting obligations under the U. S. securities laws.
The Securities and Exchange Commission, the “ SEC, ” as required by Section 404 of the Sarbanes- Oxley Act of 2002, has
adopted rules requiring public companies to include a report of management in its annual report that contains an assessment by
management of the effectiveness of such company’ s internal control over financial reporting. +3-18 | Pagelf the Company fails
to maintain the adequacy of its internal controls in the future, it will not be able to ensure that it can conclude on an ongoing
basis that it has effective internal control over financial reporting in accordance with the Sarbanes- Oxley Act. Moreover,
effective internal controls are necessary for the Company to produce reliable financial reports and are important to help prevent
fraud. Any failure to maintain effective internal control over financial reporting could result in the loss of investor confidence in
the reliability of the Company’ s financial statements, which in turn could harm its business and negatively impact the trading
price of its common stock. Furthermore, the Company may need to incur additional costs and use additional management and
other resources in an effort to comply with Section 404 of the Sarbanes- Oxley Act and other requirements going forward. The
Company generally does not pay cash dividends on its common stock. Although the Company announced a special cash
dividend of $ 0. 18 per common share to the Company’ s shareholders of record as of the close of business on June 26, 2014, it
does not anticipate paying any other cash dividends in the foreseeable future. The Company currently intends to retain future
earnings, if any, to finance operations and the expansion of its business. Any future determination to pay cash dividends will be
at the discretion of the Company’ s board of directors and will be based upon the Company’ s financial condition, operating
results, capital requirements, plans for expansion, restrictions imposed by any financing arrangements and any other factors that
the Company’ s board of directors deems relevant. Techniques employed by short sellers may drive down the market price of
the Company’ s common stock. Short selling is the practice of selling securities that the seller does not own but rather has
borrowed from a third party with the intention of buying identical securities back at a later date to return to the lender. The short
seller hopes to profit from a decline in the value of the securities between the sale of the borrowed securities and the purchase of
the replacement shares, as the short seller expects to pay less in that purchase than it received in the sale. As it is in the short
seller’ s best interests for the price of the stock to decline, many short sellers publish, or arrange for the publication of, negative
opinions regarding the relevant issuer and its business prospects in order to create negative market momentum and generate
profits for themselves after selling a stock short. These short attacks have, in the past, led to selling of shares in the market. In
the recent past, many public companies that have substantially all of their operations in China have been the subject of short
selling. Much of the scrutiny and negative publicity has centered around allegations of a lack of effective internal control over
financial reporting resulting in financial and accounting irregularities and mistakes, inadequate corporate governance policies or
a lack of adherence thereto and, in many cases, allegations of fraud. As a result, many of these companies are now conducting
internal and external investigations into the allegations and, in the interim, are subject to shareholder lawsuits and / or SEC
enforcement actions. It is not clear what effect such negative publicity would have on the Company, if any. If the Company
were to become the subject of any unfavorable allegations, whether such allegations are proven to be true or untrue, the
Company could have to expend a significant amount of resources to investigate such allegations and / or defend itself. While the
Company would strongly defend against any such short seller attacks, the Company may be constrained in the manner in which
it can proceed against the relevant short seller by principles of freedom of speech, applicable state law or issues of commercial
confidentiality. Such a situation could be costly and time- consuming, and could distract the Company’ s management from



growing the Company. Even if such allegations are ultimately proven to be groundless, allegations against the Company could
severely impact its business operations and stockholders’ equity, and any investment in the Company’ s stock could be greatly
reduced or rendered worthless. The Company’ s secured credit facilities contain certain financial covenants that it may not
satisfy, which, if not satisfied, could result in the acceleration of the amounts due under the Company’ s secured credit facilities
and the limitation of the Company’ s ability to borrow additional funds in the future. The agreements governing the Company’ s
secured credit facilities subject it to various financial and other restrictive covenants with which the Company must comply on
an ongoing or periodic basis. These covenants include, but are not limited to, restrictions on the utilization of the funds and the
maintenance of certain financial ratios. If the Company violates any of these covenants, the Company’ s outstanding debt under
the Company’ s secured credit facilities could become immediately due and payable, the Company’ s lenders could proceed
against any collateral securing such indebtedness and the Company’ s ability to borrow additional funds in the future may be
limited. Alternatively, the Company could be forced to refinance or renegotiate the terms and conditions of the Company’ s
secured credit facilities, including the interest rates, financial and restrictive covenants and security requirements of the secured
credit facilities, on terms that may be significantly less favorable to the Company. 26-19 | PageOur business operations have
been and-may-eontinae-to-be-materially and adversely affected by the outbreak of the-eerenavirus-disease--COVID- 19 yand
may be affected by other pandemic outbreaks . A#The outbreak of fespﬁatefy—rl-lness—eaused—by—COVID 19 emerged in
Wuhan crty, Hube1 provmce PRC Where the Company S headquarters is-are located in December 2019 and-has-been

pub-l-re—hea-l-t-h—t-h-reat— OnJ anuary 23 2020 the PRC government announced the lockdown of Wuhan crty in an attempt to
quarantine the city. Since then, other measures including travel restrictions have been imposed in other major cities in the PRC

and throughout the world tn—a-n—effert—te—eentam—t-he—G@%H—B-—l—%ttt-bfeale fPhe-On March 11, 2020 the World Health

Organization (the “ WHO ”) 1s-ele A : : declared the
outbreak of COVID- 19 a pandemic, expandmg its assessment of the threat beyond the global health emergency it had
announced in January , 2020 . As our headquarters are located in Wuhan, we closed our headquarters effective January 23, 2020
and reopened in late March 2020. Any outbreak of such epidemic illness or other adverse public health developments in the
PRC or elsewhere in the world may materially and adversely affect the global economy, our markets and our business.
Although We—eannet—feresee—whet-her—the paﬂdefn-re-effects of COVID 19 wrl-l—be—effeet-webr—eeﬁtamed-are now largely under
control , if similar ner-es 5 te-pandemics of COVAD—19-s
were to occur and if such outbreaks are not effectlvely and trmely controlled our busmess operations and financial condition
may be materially and adversely affected as a result of the deteriorating market outlook for automobile sales, the slowdown in
regional and national economic growth, weakened liquidity and financial condition of our customers or other factors that we
cannot foresee. Any of these factors and other factors beyond our control could have an adverse effect on the overall business
environment, cause uncertainties in the regions where we conduct business, cause our business to suffer in ways that we cannot
predict and materially and adversely impact our business, financial condition and results of operations. RISKS RELATED TO
DOING BUSINESS IN CHINA AND OTHER COUNTRIES BESIDES THE UNITED STATESThe Company may face a
severe operating environment during times of economic recession. The sales volume of the Company’ s core products is largely
influenced by the demand for its customers’ end products which are mostly sold in the Chinese markets. Future economic
crises, either within China or without, may lead to a drastic drop in demand for the Company’ s products. Inflation in China
could negatively affect the Company’ s profitability and growth. China’ s economy has experienced rapid growth, much of it
due to the issuance of debt over the last few years. This debt- fueled economic growth has led to growth in the money supply,
causing rising inflation. If prices for the Company”’ s products rise at a rate that is insufficient to compensate for the rise in the
cost of production, it may harm the Company’ s profitability. In order to control inflation, the Chinese government has imposed
controls on bank credit, limits on loans and other restrictions on economic activities. Such policies have led to a slowing of
economic growth. Additional measures could further slow economic activity in China, which could, in turn, materially increase
the Company’ s costs while also reducing demand for the Company’ s products. The Chinese government’ s macroeconomic
policies could have a negative effect on the Company’ s business and results of operations. The Chinese government has
implemented various measures from time to time to control the rate of economic growth in the PRC. Some of these measures
may have a negative effect on the Company over the short or long term. Recently, to cope with high inflation and economic
imbalances, the Chinese government has tightened monetary policy and implemented floating exchange rate policy. In addition,
in order to alleviate some of the effects of unbalanced growth and social discontent, the Chinese government has enacted a series
of social programs and anti- inflationary measures. These, in turn, have increased the costs on the financial and manufacturing
sectors, without having alleviated the effects of high inflation and economic imbalances. The Chinese government’ s
macroeconomic policies, even if effected properly, may significantly slow down China’ s economy or cause great social unrest,
all of which would have a negative effect on the Company’ s business and results of operations. The 2+{PRageFhe-cconomic,
political and social conditions in China could affect the Company’ s business. Most of the Company’ s business, assets and
operations are located in China. The economy of China differs from the economies of most developed countries in many
respects, including government involvement, level of development, growth rate, control of foreign 20 | exehange-Pageexchange
and allocation of resources. The economy of China has been transitioning from a planned economy to a more market- oriented
economy. Although the Chinese government has implemented measures emphasizing the utilization of market forces for
economic reform, the reduction of state ownership of productive assets and the establishment of sound corporate governance in
business enterprises, a substantial portion of productive assets in China is still owned by the Chinese government. In addition,
the Chinese government continues to play a significant role in regulating industry by imposing industrial policies. It also
exercises significant control over China’ s economic growth through the allocation of resources, controlling payment of foreign
currency- denominated obligations, setting monetary policy and providing preferential treatment to particular industries or




companies. Therefore, the Chinese government’ s involvement in the economy could adversely affect the Company’ s business
operations, results of operations and / or financial condition. Because the Company’ s operations are mostly located outside of
the United States and are subject to Chinese laws, any change of Chinese laws may adversely affect its business. Most of the
Company’ s operations are in the PRC, which exposes it to risks, such as exchange controls and currency restrictions, currency
fluctuations and devaluations, changes in local economic conditions, changes in Chinese laws and regulations, exposure to
possible expropriation or other PRC government actions, and unsettled political conditions. These factors may have a material
adverse effect on the Company’ s operations or on its business, results of operations and financial condition. The Company’ s
international expansion plans subject it to risks inherent in doing business internationally. The Company”’ s long- term business
strategy relies on the expansion of its international sales outside China by targeting markets, such as the United States and
Brazil. Risks affecting the Company’ s international expansion include challenges caused by distance, language and cultural
differences, conflicting and changing laws and regulations, foreign laws, international import and export legislation, trading and
investment policies, foreign currency fluctuations, the burdens of complying with a wide variety of laws and regulations,
protectionist laws and business practices that favor local businesses in some countries, foreign tax consequences, higher costs
associated with doing business internationally, restrictions on the export or import of technology, difficulties in staffing and
managing international operations, trade and tariff restrictions, and variations in tariffs, quotas, taxes and other market barriers.
These risks could harm the Company’ s international expansion efforts, which could in turn materially and adversely affect its
business, operating results and financial condition. On September 17, 2012, the United States filed a trade case with the World
Trade Organization, “ WTO, ” against the PRC with respect to the PRC government’ s purported provision of subsidies to the
automobile and automobile- parts enterprises in the PRC. If the WTO rules against China in this trade case, the cost of sales of
the Company could increase due to the imposition of any tariff and / or the Company’ s ability to export products to the United
States could be limited, which could affect the Company’ s business and operating results. In addition, under Section 1502 of the
Dodd- Frank Wall Street Reform and Consumer Protection Act, the SEC has adopted additional disclosure requirements related
to the source of certain *“ conflict minerals ” for issuers for which such “ conflict minerals ” are necessary to the functionality or
production of a product manufactured, or contracted to be manufactured, by that issuer. The metals covered by the rules include
tin, tantalum, tungsten and gold, commonly referred to as “ 3TG. ” If these materials are necessary to the functionality or
production of a product manufactured, or contracted to be manufactured, the rules require a reasonable country of origin inquiry
be conducted to determine if an issuer knows, or has reason to believe, that any of the minerals used in the production process
may have originated from the Democratic Republic of the Congo or an adjoining country. In such a case, if an issuer were not
able to determine that the minerals did not originate from a covered country or conclude that there is no reason to believe that
the minerals used in the production process may have originated in a covered country, that issuer could be required to perform
supply chain due diligence on members of its supply chain. Global supply chains can have multiple layers, thus the costs of
complying with these new requirements could be substantial. These new requirements may also reduce the number of suppliers
that provide conflict- free metals and may also affect a company’ s ability to obtain products in sufficient quantities or at
competitive prices. If the Company was to source such 3TG minerals that are necessary to the functionality or production of a
product manufactured, or contracted to be manufactured, compliance costs 22+Pageeests-with these rules and / or the
unavailability of raw materials could have a material adverse effect on the Company’ s results of operations. Fe-21 | PageThe
Company faces risks associated with currency exchange rate fluctuations; any adverse fluctuation may adversely affect its
operating margins. Although the Company is incorporated in the State of Delaware, in the United States, the majority of its
current revenues are received in Chinese currency. Conducting business in currencies other than U. S. dollars subjects the
Company to fluctuations in currency exchange rates that could have a negative impact on its reported operating results.
Fluctuations in the value of the U. S. dollar relative to other currencies impact the Company’ s revenues, cost of revenues and
operating margins and result in foreign currency translation gains and losses. Historically, the Company has not engaged in
exchange rate hedging activities. Although the Company may implement hedging strategies to mitigate this risk, these strategies
may not eliminate its exposure to foreign exchange rate fluctuations and involve costs and risks of their own, such as ongoing
management time and expertise requirements, external costs to implement the strategy and potential accounting implications. If
relations between the United States and China worsen, the Company’ s stock price may decrease and the Company may have
difficulty accessing the U. S. capital markets. At various times during recent years, the United States and China have had
disagreements over political and economic issues. Controversies may arise in the future between these two countries. Any
political or trade controversies between the United States and China could adversely affect the market price of the Company’ s
common stock and its ability to access U. S. capital markets. Political events, international trade disputes and other business
interruptions could harm or disrupt international commerce and the global economy, and could have a material adverse effect on
the Company, its customers and its other business partners. The Chinese government could change its policies toward private
enterprise, which could adversely affect the Company”’ s business. The Company’ s business is subject to political and economic
uncertainties in China and may be adversely affected by China’ s political, economic and social developments. Over the past
several years, the Chinese government has pursued economic reform policies including the encouragement of private economic
activity and greater economic decentralization. The Chinese government may not continue to pursue these policies or may alter
them to the Company’ s detriment from time to time. Changes in policies, laws and regulations, or in their interpretation or the
imposition of confiscatory taxation, restrictions on currency conversion, restrictions or prohibitions on dividend payments to
stockholders, devaluations of currency or the nationalization or other expropriation of private enterprises could have a material
adverse effect on the Company’ s business. Nationalization or expropriation could result in the total loss of the Company’ s
investment in China. Government control of currency conversion and future movements in exchange rates may adversely affect
the Company’ s operations and financial results. The Company receives most of its revenues in Chinese Renminbi, “ RMB 7. A
portion of such revenues will be converted into other currencies to meet the Company’ s foreign currency obligations. Foreign



exchange transactions under the Company’ s capital account, including principal payments in respect of foreign currency-
denominated obligations, continue to be subject to significant foreign exchange controls and require the approval of the State
Administration of Foreign Exchange in China. These limitations could affect the Company’ s ability to obtain foreign exchange
through debt or equity financing, or to obtain foreign exchange for capital expenditures. The Chinese government controls its
foreign currency reserves through restrictions on imports and conversion of RMB into foreign currency. In July 2005, the
Chinese government has adjusted its exchange rate policy from “ Fixed Rate ” to “ Floating Rate ”. From July 2005 to December
2022-2023 , the exchange rate between the RMB and the U. S. dollar appreciated from RMB 1. 00 to $ 0. 4265-1215 to RMB 1.
00 to $ 0. +436-1408 . Any significant appreciation of the RMB is likely to decrease the income of export products and the cash
flow of the Company. 23HPageBeeause—--- Because the Chinese legal system is not fully developed, the Company and its
security holders’ legal protections may be limited. The Chinese legal system is based on written statutes and their interpretation
by the Supreme People’ s Court. Although the Chinese government introduced new laws and regulations to modernize its
business, securities and tax systems on January 1, 1994, China does not yet possess a comprehensive body of business law.
Because Chinese laws and regulations are relatively new, interpretation, implementation and enforcement of these laws and
regulations involve uncertainties and inconsistencies and it may be difficult to enforce 22 | eontraets-Pagecontracts . In
addition, as the Chinese legal system develops, changes in such laws and regulations, their interpretation or their enforcement
may have a material adverse effect on the Company’ s business operations. Moreover, interpretative case law does not have the
same precedential value in China as in the United States, so legal compliance in China may be more difficult or expensive. The
Company may be subject to fines and legal sanctions imposed by State Administration of Foreign Exchange, “ SAFE ”, or other
Chinese government authorities if it or its Chinese directors or employees fail to comply with recent Chinese regulations relating
to employee share options or shares granted by offshore listed companies to Chinese domestic individuals. On December 25,
2006, the People’ s Bank of China, or PBOC, issued the Administration Measures on Individual Foreign Exchange Control, and
the corresponding Implementation Rules were issued by SAFE on January 5, 2007. Both of these regulations became effective
on February 1, 2007. According to these regulations, all foreign exchange matters relating to employee stock holding plans,
share option plans or similar plans with Chinese domestic individuals’ participation require approval from the SAFE or its
authorized branch. On March 28, 2007, the SAFE issued the Application Procedure of Foreign Exchange Administration for
Domestic Individuals Participating in Employee Stock Holding Plan or Stock Option Plan of Overseas- Listed Company, or the
Stock Option Rule. Under the Stock Option Rule, Chinese domestic individuals who are granted share options or shares by an
offshore listed company are required, through a Chinese agent or Chinese subsidiary of the offshore listed company, to register
with the SAFE and complete certain other procedures. As the Company is an offshore listed company, its Chinese domestic
directors and employees who may be granted share options or shares shall become subject to the Stock Option Rule. Under the
Stock Option Rule, employees stock holding plans, share option plans or similar plans of offshore listed companies with Chinese
domestic individuals’ participation must be filed with the SAFE. After the Chinese domestic directors or employees exercise
their options, they must apply for the amendment to the registration with the SAFE. As of December 31, 2622-2023 , the
Company has completed such SAFE registration and other related procedures according to PRC law. If the Company or its
Chinese domestic directors or employees fail to comply with these regulations in the future, the Company or its Chinese
domestic directors or employees may be subject to fines or other legal sanctions imposed by the SAFE or other Chinese
government authorities. Capital outflow policies in China may hamper the Company’ s ability to declare and pay dividends to its
stockholders. China has adopted currency and capital transfer regulations. These regulations may require the Company to
comply with complex regulations for the movement of capital. Although the Company’ s management believes that it will be in
compliance with these regulations, should these regulations or the interpretation of them by courts or regulatory agencies
change, the Company may not be able to pay dividends to its stockholders outside of China. In addition, under current Chinese
law, the Company’ s joint- ventures and wholly- owned enterprise in China must retain a reserve equal to 10 % of its net income
after taxes, not to exceed 50 % of its registered capital. Accordingly, this reserve will not be available to be distributed as
dividends to the Company’ s stockholders. The Company presently does not intend to pay dividends for the foreseeable future.
The Company’ s board of directors intends to follow a policy of retaining all of the Company’ s earnings to finance the
development and execution of its strategy and the expansion of the Company’ s business. The recent state government
interference into business activities of U. S.- listed Chinese companies may negatively impact our operations. Recently, the
Chinese government announced that it would step up supervision of Chinese companies listed on foreign exchanges. China
intends to improve regulation of cross- border data flows and security, crack down on illegal activity in the securities market and
punish fraudulent securities issuance, market manipulation and insider trading. China will also check sources of funding for
securities investment and control leverage ratios. The Cyberspace Administration of China has also opened a cybersecurity
probe into several U. S.- listed tech companies focusing on anti- monopoly, financial technology regulation and more recently,
with the passage of the Data Security Law, how companies collect, store, process and transfer data. If the Chinese government’
s interference expands, our operations may be negatively impacted in a significant way, although, presently, there is no
discernible immediate impact. 24-23 | PageThe PCAOB had historically been unable to inspect our auditor in relation to their
audit work performed for our financial statements and the inability of the PCAOB to conduct inspections of our auditor in the
pasthas-future may deprived our investors with the benefits of such inspections. Our auditor, the independent registered public
accounting firm that issues the audit report included elsewhere in this annual report, as an auditor of companies that are traded
publicly in the United States and a firm registered with the PCAOB, is subject to laws in the United States pursuant to which the
PCAOB conducts regular inspections to assess its compliance with the applicable professional standards. The auditor is located
in mainland China, a jurisdiction where the PCAOB was historically unable to conduct inspections and investigations
completely before 2022. As a result, we and investors in eut-the shares were deprived of the benefits of such PCAOB
inspections. The inability of the PCAOB to conduct inspections of auditors in China in the past has made it more difficult to



evaluate the effectiveness of our independent registered public accounting firm’ s audit procedures or quality control procedures
as compared to auditors outside of China that are subject to the PCAOB inspections. On December 16, 2021, the PCAOB issued
the HFCAA Determination Report, according to which our auditor is subject to the determinations that the PCAOB is unable to
inspect or investigate completely. On December 15, 2022, the PCAOB issued a report that vacated its December 16, 2021
determination and removed mainland China and Hong Kong from the list of jurisdictions where it is unable to inspect or
investigate completely registered public accounting firms. However, if the PCAOB determines in the future that it no longer has
full access to inspect and investigate completely accounting firms in mainland China and Hong Kong, and we use an accounting
firm headquartered in one of these jurisdictions to issue an audit report on our financial statements filed with the Securities and
Exchange Commission, we and investors in our shares would be deprived of the benefits of such PCAOB inspections again,
which could cause investors and potential investors in etr-the shares to lose confidence in our audit procedures and reported
financial information and the quality of our financial statements. Our shares may be prohibited from trading in the United States
under the HFCAA in the future if the PCAOB is unable to inspect or investigate completely auditors located in China. The
delisting of the shares, or the threat of their being delisted, may materially and adversely affect the value of your
investmentPursuant to the HFCAA, if the SEC determines that we have filed audit reports issued by a registered public
accounting firm that has not been subject to inspections by the PCAOB for two consecutive years, the SEC will prohibit our
shares from being traded on a national securities exchange or in the over- the- counter trading market in the United States. On
December 16, 2021, the PCAOB issued a report to notify the SEC of its determination that the PCAOB was unable to inspect or
investigate completely registered public accounting firms headquartered in mainland China and Hong Kong and our auditor was
subject to that determination. In April 2022, the SEC conclusively listed us as a Commission- Identified Issuer under the
HFCAA following the filing of our annual report on Form 10- K for the fiscal year ended December 31, 2021. On December
15,2022, the PCAOB removed mainland China and Hong Kong from the list of jurisdictions where it is unable to inspect or
investigate completely registered public accounting firms. For this reason, we do not expect to be identified as a Commission-
Identified Issuer under the HFCAA after we file this annual report on Form 10- K for the fiscal year ended December 31, 2022
2023 . Each year, the PCAOB will determine whether it can inspect and investigate completely audit firms in mainland China
and Hong Kong, among other jurisdictions. If the PCAOB determines in the future that it no longer has full access to inspect
and investigate completely accounting firms in mainland China and Hong Kong and we use an accounting firm headquartered in
one of these jurisdictions to issue an audit report on our financial statements filed with the Securities and Exchange Commission,
we would be identified as a Commission- Identified Issuer following the filing of the annual report on Form 10- K for the
relevant fiscal year. In accordance with the HFCAA, our securities would be prohibited from being traded on a national
securities exchange or in the over- the- counter trading market in the United States if we are identified as a Commission-
Identified Issuer for two consecutive years in the future. If our shares are prohibited from trading in the United States, there is
no certainty that we will be able to list on a non- U. S. exchange or that a market for our shares will develop outside of the
United States. A prohibition of being able to trade in the United States would substantially impair your ability to sell or purchase
our shares when you wish to do so, and the risk and uncertainty associated with delisting would have a negative impact on the
price of our shares. Also, such a prohibition would significantly affect our ability to raise capital on terms acceptable to us, or at
all, which would have a mater1a1 adverse 1mpact on our busmess ﬁnanmal COl’ldlthIl and prospects 24 -Iﬁ—t-he—ease—t-hat—t-he—bi-l-}
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big four ” accounting firms, including the Company’ s independent registered public accounting firm, could result in the
Company’ s financial statements being determined to not be in compliance with the requirements of the Exchange Act. Starting
in 2011, the Chinese affiliates of the *“ big four ” accounting firms, including the Company’ s independent registered public
accounting firm, were affected by a conflict between U. S. and Chinese law. Specifically, for certain U. S.- listed companies
operating and audited in mainland China, the SEC and the PCAOB sought to obtain from the Chinese firms access to their audit
work papers and related documents. However, the firms were advised and directed that under Chinese law, they could not
respond directly to the U. S. regulators on those requests, and that requests by foreign regulators for access to such papers in
China had to be channeled through the CSRC. In late 2012, this impasse led the SEC to commence administrative proceedings
under Rule 102 (e) of its Rules of Practice and also under the Sarbanes- Oxley Act of 2002 against the Chinese accounting firms,
including the Company’ s independent registered public accounting firm. A first instance trial of the proceedings in July 2013 in
the SEC’ s internal administrative court resulted in an adverse judgment against the accounting firms. The administrative law
judge proposed penalties on the accounting firms including a temporary suspension of their right to practice before the SEC,
although that proposed penalty did not take effect pending review by the Commissioners of the SEC. On February 6, 2015,
before a review by the Commissioners had taken place, the accounting firms reached a settlement with the SEC. Under the
settlement, the SEC accepted that future requests by the SEC for the production of documents will normally be made to the
CSRC. The accounting firms were to receive matching Section 106 requests, and were required to abide by a detailed set of
procedures with respect to such requests, which in substance required them to facilitate production via the CSRC. If they failed
to meet specified criteria, the SEC retained authority to impose a variety of additional remedial measures on the accounting
firms depending on the nature of the failure. Under the terms of the settlement, the underlying proceeding against the four
China- based accounting firms was deemed dismissed with prejudice four years after entry of the settlement. The four- year
mark occurred on February 6, 2019. The Company cannot predict whether the SEC will further challenge the four China- based
accounting firms’ compliance with U. S. law in connection with U. S. regulatory requests for audit work papers or if the results
of such a challenge would result in the SEC imposing penalties such as suspensions. If additional remedial measures are
imposed on the Chinese affiliates of the “ big four ”” accounting firms, including the Company’ s independent registered public
accounting firm, the Company could be unable to timely file future financial statements in compliance with the requirements of




the Exchange Act. If the Company’ s independent registered public accounting firm were denied, even temporarily, the ability
to practice before the SEC and the Company were unable to timely find another registered public accounting firm to audit and
issue an opinion on the Company’ s financial statements, the Company’ s financial statements could be determined not to be in
compliance with the requirements of the Exchange Act. Such a determination could ultimately lead to the delisting of the
Company’ s common stock from the Nasdaq Capital Market or deregistration from the SEC, or both, which would substantially
reduce or effectively terminate the trading of the Company’ s common stock in the United States. The non- U. S. activities of
the Company”’ s non- U. S. subsidiaries may be subject to U. S. taxation. The majority of the Company’ s subsidiaries are based
in China and are subject to income taxes in the PRC. These China- based subsidiaries conduct substantially all of the Company’
s operations, and generate most of the Company’ s income in China. The Company is a Delaware corporation and is subject to
income tax in the United States. New U. S. federal tax legislation, commonly referred to as the Tax Cuts and Jobs Act €, the
U. S. Tax Reform ” ¥, was signed into law on December 22, 2017. The U. S. Tax Reform significantly modified the U. S.
Internal Revenue Code by, among other things, reducing the statutory U. S. federal corporate income tax rate from 35 % to 21
% for taxable years beginning after December 31, 2017; limiting and / or eliminating many business deductions; migrating the
U. S. to a territorial tax system with a one- time transition tax on a mandatory deemed repatriation of previously deferred foreign
earnings of certain foreign subsidiaries; subject to certain limitations, generally eliminating U. S. corporate income tax on
dividends from foreign subsidiaries; and providing for new taxes on certain foreign earnings. Taxpayers may elect to pay the
one- time transition tax over eight years, or in a single lump- sum payment. Certain activities conducted in the PRC or other
jurisdictions outside of the U. S. may give rise to U. S. corporate income tax. These taxes would be imposed on the Company
when its subsidiaries that are controlled foreign corporations €, “ CFCs ” J, generate income that is subject to Subpart F of the
U. S. Internal Revenue Code, or “ Subpart F . Passive income, such as rents, royalties, interest, dividends, and gai-25 |
Pagegain from disposal of the Company’ s investments is among the types of income subject to taxation under Subpart F. Any
income taxable under 26{Pageunder-Subpart F is taxable in the U. S. at federal corporate income tax rates of up to 21 % for
taxable years beginning after December 31, 2017. Subpart F income is taxable to the Company, even if it is not distributed to the
Company. The U. S. Tax Reform also includes provisions for a new tax on global intangible low- taxed income €, “ GILTI ” },
effective for tax years of non- U. S. corporations beginning after December 31, 2017. The GILTI provisions impose a tax on
foreign income in excess of a deemed return on tangible assets of CFCs, subject to the possible use of foreign tax credits and a
deduction equal to 50 percent to offset the income tax liability, subject to some limitations. Information technology dependency
and cyber security vulnerabilities could lead to reduced revenue, liability claims, or competitive harm. The Company is
dependent on information technology systems and infrastructure €, or “ IT systems ” ¥, to conduct its business. The Company’
s IT systems may be vulnerable to disruptions from human error, outdated applications, computer viruses, natural disasters,
unauthorized access, cyber- attack and other similar disruptions. Any significant disruption, breakdown, intrusion, interruption
or corruption of these systems or data breaches could cause the loss of data or intellectual property, equipment damage,
downtime, and / or safety related issues and could have a material adverse effect on the Company’ s business. The Company has,
from time to time, experienced incidents related to its IT systems, and expect that such incidents will continue, including
malware and computer virus outbreaks, unauthorized access, systems failures and disruptions. The Company has measures and
defenses in place against such events, but the Company may not be able to prevent, immediately detect, or remediate all
instances of such events. A material security breach or disruption of the Company’ s IT systems could result in theft,
unauthorized use, or publication of the Company’ s intellectual property and / or confidential business information, harm the
Company’ s competitive position, disrupt the Company’ s manufacturing, reduce the value of the Company’ s investment in
research and development and other strategic initiatives, impair the Company’ s ability to access vendors and suppliers or
otherwise adversely affect the Company’ s business. Additionally, the Company believes that utilities and other operators of
critical infrastructure that serve the Company’ s facilities face heightened security risks, including cyber- attack. In the event of
such an attack, disruption in service from the Company’ s utility providers could disrupt the Company’ s manufacturing
operations which rely on a continuous source of power €, electrical, gas, etc ). The Company’ s business is subject to natural
disasters, health epidemics and other catastrophic incidents. In addition to COVID- 19, China has in the past experienced
significant natural disasters, including earthquakes, extreme weather conditions, as well as health scares related to epidemic
diseases, and any similar event could materially impact the Company’ s business in the future. If a disaster or other disruption
were to occur in the future that affects the regions where the Company operates its business, the Company’ s operations could
be materially and adversely affected due to loss of personnel and damage to property. Even if the Company is not directly
affected, such a disaster or disruption could affect the operations or financial conditions of the Company’ s customers, which
could harm the Company’ s results of operations. The 27+PageThe-recent government interference into business activities of U.
S.- listed Chinese companies may negatively impact our operations. Recently, certain PRC regulatory authorities issued
Opinions on Strictly Cracking Down on Illegal Securities Activities, which were available to the public on July 6, 2021, which
further emphasized their goal to strengthen the cross- border regulatory collaboration, to improve relevant laws and regulations
on data security, cross- border data transmission, and confidential information management, and provided that efforts will be
made to revise the regulations on strengthening the confidentiality and file management relating to the offering and listing of
securities overseas, to implement the responsibility on information security of overseas listed companies, and to strengthen the
standardized management of cross- border information provision mechanisms and procedures. However, these opinions are
newly issued, and there were no further explanations or detailed rules or regulations with respect to such opinions, and there are
still uncertainties regarding the interpretation and implementation of these opinions. China intends to improve regulation of
cross- border data flows and security, crack down on illegal activity in the securities market and punish fraudulent securities
issuance, market manipulation and insider trading. China will also check sources of funding for securities investment and control
leverage ratios. The Cyberspace Administration of China has also opened a cyber security probe into several U. S.- listed tech



companies focusing on anti- monopoly, financial technology regulation and more recently, with the passage of the Data Security
Law, how companies collect, store, process and transfer data. If the Chinese government’ s interference expands, our operations
may be negatively impacted in a significant way, although, presently, there is no discernible immediate impact. 26 | Pagelf
the Company becomes directly subject to the recent scrutiny, criticism and negative publicity involving U. S.- listed Chinese
companies, we may have to expend significant resources to investigate and resolve the matters. Any unfavorable results from the
investigations could harm our business operations and our reputation. Recently, U. S. public companies that have substantially
all of their operations in China have been subjects of intense scrutiny, criticism and negative publicity by investors, financial
commentators and regulatory agencies, such as the SEC. Much of the scrutiny, criticism and negative publicity has centered on
financial and accounting irregularities, lack of effective internal control over financial reporting, inadequate corporate
governance and ineffective implementation thereof and, in many cases, allegations of fraud. As a result of enhanced scrutiny,
criticism and negative publicity, the publicly traded stocks of many U. S.- listed Chinese companies have sharply decreased in
value and, in some cases, have become virtually worthless or illiquid. Many of these companies are now subject to shareholder
lawsuits and SEC enforcement actions and are conducting internal and external investigations into the allegations. It is not clear
what effects the sector- wide investigations will have on the Company. If the Company becomes a subject of any unfavorable
allegations, whether such allegations are proven to be true or untrue, the Company will have to expend significant resources to
investigate such allegations and defend the Company. If such allegations were not proven to be baseless, the Company would be
severely hampered and the price of the stock of the Company could decline substantially. If such allegations were proven to be
groundless, the investigation might have significantly distracted the attention of the Company’ s management. Because a
majority of our operations are in China, our business is subject to the complex and rapidly evolving laws and regulations there.
The Chinese government may exercise significant oversight and discretion over the conduct of our business and may intervene
in or influence our operations at any time, which could result in a material change in our operations and / or the value of our
securities. As a business operating in China, we are subject to the laws and regulations of the PRC, which can be complex and
which evolve rapidly. The PRC government has the power to exercise significant oversight and discretion over the conduct of
our business, and the regulations to which we are subject may change rapidly and with little notice to us or our sharcholders. As
a result, there remain uncertainties regarding the application, interpretation, and enforcement of new and existing laws and
regulations in the PRC. Compliance with the complex and evolving PRC laws, regulations, and regulatory statements may be
costly, and such compliance or any associated inquiries or investigations or any other government actions may: ® Delay or
impede our development, ® Result in negative publicity or increase our operating costs, ® Require significant management time
and attention, and e Subject us to remedies, administrative penalties and even criminal liabilities that may harm our business,
including fines assessed for our current or historical operations, or demands or orders that we modify or even cease our business
practices. The promulgation of new laws or regulations, or the new interpretation of existing laws and regulations, that restrict or
otherwise unfavorably impact the ability or manner in which we conduct our business and could require us to change certain
aspects of our business to 28+Pagete-ensure compliance, could decrease demand for our products, reduce revenues, increase
costs, require us to obtain more licenses, permits, approvals or certificates, or subject us to additional liabilities. To the extent
any new or more stringent measures are required to be implemented, our business, financial condition and results of operations
could be adversely affected as well as materially decrease the value of our securities. The PRC government has significant
oversight over the conduct of the business of our PRC subsidiaries; such oversight could result in a material change in our
operations and / or the value of our securities or could significantly limit our ability to offer or continue to offer securities and /
or other securities to investors and cause the value of such securities to significantly decline. The PRC government has
significant oversight over the conduct of the business of our PRC subsidiaries and may intervene or influence our operations in
mainland China, which may potentially result in a material adverse effect on our operations. The PRC government has recently
published new policies that significantly affect certain industries such as the education and internet industries, and we cannot
rule out the possibility that it will in the future release regulations or policies regarding our industry that could adversely affect
our business, financial condition and results of operations. On December 24, 2021, the China Securities Regulatory
Commission, the “ CSRC ”, released the Provisions of the State Council on the Administration of Domestic Companies
Offering Securities for Overseas Listing (Revision Draft for Comments), the “ Draft Provisions ”, 27 | Pageand the
Administrative Measures for the Filing of Domestic Companies Seeking Overseas Securities Offering and Listing (the
Filing Measures, or collectively, the Draft Overseas Listing Regulations) for public comment. The Draft Provisions
provide for a general filing regulatory framework, and the Filing Measures set out more detailed terms and procedures
of the filing requirements. Pursuant to the Draft Overseas Listing Regulations, domestic companies that apply for direct
offerings and listings in an overseas market or an indirect offerings and listings in the name of an offshore entity are
required to, among others, file and report to the CSRC, if: (i) the total assets, net assets, revenues or profits of the PRC
operating entity of the issuer in the most recent accounting year account for more than 50 % of the corresponding figure
in the issuer’ s audited consolidated financial statements for the same period and (2) the senior managers in charge of
business operation and management of the issuer are mostly PRC citizens or have habitual residence in the PRC, and its
main places of business are located in the PRC or main business activities are conducted in the PRC. Based on our global
assets, operations and management outside of the PRC, we believe that we would be subject to the Draft Overseas
Listing Regulations if we were to conduct an offering in the future in the United States. According to questions and
answers published by the CSRC on December 24, 2021, the record- filing requirement would be imposed starting from
the new listing and new financing activities and the sufficient transition period would be given for the existing public
companies offering their securities on overseas stock exchanges before the effectiveness of these regulations. If we are
deemed to be subject to the Draft Overseas Listing Regulations and we fail to complete the filing procedures with the
CSRC for any of our follow- on offerings in an overseas stock market, such as Nasdaq, or fall within any of the



circumstances where our follow- on offering is prohibited by the State Council, our offering application may be
discontinued and we may be subject to penalties, sanctions and fines imposed by the CSRC and relevant departments of
the State Council. In severe circumstances, the business of our PRC subsidiaries may be suspended and their business
qualifications and licenses may be revoked. However, uncertainties exist regarding the interpretation of the Draft
Overseas Listing Regulations, as well as interpretation of the final form of these regulations and implementation thereof
after promulgation. Recently, 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 Intensifying Crack Down on Illegal Securities Activities, which call
for strengthened regulation over illegal securities activities and supervision on overseas listings by China- based companies and
propose to take effective measures, such as promoting the development of relevant regulatory systems to deal with the risks and
incidents faced by China- based overseas- listed companies. The PRC government has indicated that it may exert more control
or influence over offerings of securities conducted overseas. If the PRC authorities attempt to exercise such control or influence
through regulation over our PRC subsidiaries, we could be required to restructure our operations to comply with such regulations
or potentially cease operations in the PRC entirely, which could adversely affect our business, results of operations and financial
condition. Moreover, any such action could significantly limit our ability to offer or continue to offer securities to investors and
cause the value of such securities to significantly decline. Currently, these statements and regulatory actions have had no impact
on our daily business operations, the ability to accept foreign investments and list our securities on a U. S. or other foreign
exchange. Since these statements and regulatory actions are new, it is highly uncertain how soon legislative or administrative
regulation making bodies will respond and what existing or new laws or regulations or detailed implementations and
interpretations will be modified or promulgated, if any, and the potential impact such modified or new laws and regulations will
have on our daily business operations, the ability to accept foreign investments and list our securities on a U. S., Hong Kong, or
other stock exchange. The approval of, or filing or other procedures with, the CSRC or other Chinese regulatory authorities may
be required in connection with issuing our equity securities to foreign investors under Chinese law, and, if required, we cannot
predict whether we will be able, or how long it will take us, to obtain such approval or complete such filing or other procedures.
We are also required to obtain business licenses from Chinese authorities in connection with our general business activities
currently conducted in China. On July 6, 2021, the General Office of the Communist Party of China Central Committee and the
State Council jointly promulgated the Opinions on Intensifying Crack Down on Illegal Securities Activities, pursuant to which
Chinese regulators are required to accelerate rulemaking related to the overseas issuance and listing of securities, and update the
existing laws and regulations related to data security, cross- border data flow, and administration of classified information. As
there are still uncertainties regarding the interpretation and implementation of such regulatory guidance, we cannot assure
investors that we will be able to comply with new regulatory requirements relating to our future overseas capital- raising
activities and we may become subject to more stringent requirements with respect to matters including data privacy and cross-
border investigation and enforcement of legal claims. ©1-28 | PageOn February 17, 2023, the CSRC promulgated the Trial
Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies, or the Trial Measures, which
will come into effect on March 31, 2023. On the same day, the CSRC also published a series of guidelines and Q & As in
connection with the implementation of the Trial Measures. The Trial Measures established (i) a list outlining the circumstances
where a PRC domestic company is prohibited from offering and listing securities overseas ¢, the “ Trial Measures Negative List
” ¥, and (ii) a new filing- based regime to regulate overseas offerings and listings by PRC domestic companies. According to the
Trial Measures, in connection with an overseas offering of securities €, including shares, depository receipts, corporate bonds
convertible into shares and other equity securities J, and listing by a PRC domestic company, either in a direct or indirect
manner, the issuer must file certain documents with the CSRC ¢, the “ Trial Measures Filing Obligations ” ¥ An indirect
offering and listing is determined by a set of quantifiable standards. For example, any overseas offering and listing by an issuer
that meets both of the following 29-+Pagestandards—--- standards will be deemed to be indirect: (i) 50 % or more of the issuer” s
operating revenue, total profit, total assets or net assets as documented in its audited consolidated financial statements for the
most recent accounting year is accounted for by PRC domestic companies, and (ii) the main parts of the issuer’ s business
activities are conducted in mainland China, or its main places of business are located in mainland China, or the senior managers
in charge of its business operation and management are mostly Chinese citizens or domiciled in mainland China. The Trial
Measures provide the CSRC with the authority to warn, fine, and issue injunctions against PRC domestic companies, their
controlling shareholders, and their advisors in connection with a listing or offering securities €, collectively, the *“ Subject
Entities ” ¥, as well as individuals directly responsible for these Subject Entities €, the “ Subject Individuals ” ¥ For failure to
comply with the Trial Measures Negative List or the Trial Measures Filing Obligations, or supply materially false or misleading
statements in the filing and reporting required by the Trial Measures, PRC domestic companies and their controlling
shareholders, if the controlling shareholders induced the PRC domestic companies’ failure to comply, severally, may face
warnings, injunctions to comply, and fines between RMB 1. 0 million and RMB 10. 0 million. The Subject Individuals in these
entities may severally, face warnings and fines between RMB 0. 5 million and RMB 5. 0 million. Advisors in listings or
offerings of securities that failed to dutifully advise the PRC domestic companies and their controlling shareholders in
complying with the Trial Measures and caused such failures to comply can face warnings and fines between RMB 0. 5 million
and RMB 5. 0 million. The Subject Individuals of these advisor entities may, severally, face warnings and fines between RMB
0. 2 million and RMB 2. 0 million. Because our shares are already listed on Nasdaq, we believe will be deemed as an “ Existing
Issuer ” pursuant to the Trial Measures and, accordingly, are not required to complete the filing procedures with the CSRC for
our previous securities offerings. Nevertheless, in the event that we conduct any securities issuance or offering in the future that
would be captured by the Trial Measures after they come into effect, we will have to complete the filing procedures with the
CSRC within three (3) business days following the closing of such securities issuance or offering. Therefore, in connection with
our business operations and the issuance or offering of securities to foreign investors, under currently effective PRC laws,



regulations, and rules and taking the Trial Measures into account, as of the date of this annual report, we, our PRC subsidiaries,
(1) are not required to obtain permissions from or complete the filing procedures with the CSRC for our historical issuance or
offering of securities to foreign investors which has been completed before the date of implementation of the Trial Measures, but
are required to go through filing procedures with CSRC for our future issuance or offering of securities €, including shares,
depository receipts, corporate bonds convertible into shares and other equity securities ¥ to foreign investors if we meet certain
conditions set forth in the Trial Measures to be considered as an indirect overseas offering and listing by a PRC domestic
company, (ii) are not required to go through cybersecurity review by the CAC for our issuance or offering of securities to
foreign investors, and (iii) are not required to obtain any prior permission or approval from any other PRC government
authorities for our issuance or offering of securities to foreign investors. If we and our subsidiaries are deemed to be a critical
information infrastructure operator, or CIIO, or a network platform operator, whose network product or service purchasing or
data processing activities affect or may affect national security, we would be required to go through a cybersecurity review by
the CAC. As of the date of this annual report, neither we nor any of our subsidiaries has been identified as a CIIO by any
government authority, involved in any investigations or become subject to a cybersecurity review by the CAC based on the
Cybersecurity Review Measures. However, there might remain some uncertainty as to how relevant rules published by the PRC
government authorities will be interpreted or implemented, and our opinions summarized above are subject to any new laws,
rules, and regulations or detailed implementations and interpretations in any form. We cannot assure you that relevant PRC
government authorities, including the CSRC and the CAC, would reach the same conclusion and hence, we may face regulatory
actions or other sanctions from them. Fhe-29 | PageThe PRC government has significant oversight and discretion over the
conduct of the business operations of our PRC subsidiaries or to exert control over any offering of securities conducted overseas
and / or foreign investment in China- based issuers, and may intervene with or influence our operations, may limit or completely
hinder our ability to offer or continue to offer securities to investors, and may cause the value of such securities to significantly
decline or be worthless, as the government deems appropriate to further regulatory, political and societal goals. The PRC
government may intervene or influence the operations of our PRC subsidiaries at any time with little to no advanced notice,
which could result in a material change in our operations and / or the value of our securities. For example, the PRC government
recently published new policies that significantly affected certain industries such as the education and internet industries, and we
cannot rule out the possibility that it will in the future release regulations or policies regarding any industry that could adversely
affect the business, 36{Ragefinanetal--- financial condition and results of operations of our company. For example, on
December 28, 2021, the Cyberspace Administration of China €, the “ CAC ” ¥, adopted rules mandating that an issuer who is a
“ critical information infrastructure operator ™ or a *“ data processing operator ” as defined therein and who possesses personal
information of more than one million users, and intends to have its securities listed for trading in a foreign country must
complete a cybersecurity review by the CAC. Alternatively, relevant governmental authorities in the PRC may initiate cyber
security review if such governmental authorities determine an operator’ s cyber products or services, data processing or potential
listing in a foreign country affect or may affect national security. The rules became effective on February 15, 2022. Moreover,
on July 7, 2022, the CAC promulgated the Measures for the Security Assessment of Cross- border Data Transmission, which
will come into effect on September 1, 2022, and will regulate the security assessment on the cross- border data transfer by data
processor of important data and personal information collected and generated during operations within the PRC. According to
these measures, personal data processors will be subject to security assessment conducted by the Cyberspace Administration of
China prior to any cross- border transfer of data if the transfer involves (i) important data; (ii) personal information transferred
overseas by operators of critical information infrastructure or a data processor that has processed personal data of more than one
million persons; (iii) personal information transferred overseas by a data processor that has already provided personal data of
100, 000 persons or sensitive personal data of 10, 000 persons overseas since January 1 of the prior year; or (iv) other
circumstances as requested by the Cyberspace Administration of China. The new CAC rules do not appear to apply to the
Company or its subsidiaries at this time. As advised by our PRC counsel, Zhong Lun Law Firm, as of the date of this report, (i)
the Company does not hold personal information of over one million users; (ii) the Company and its subsidiaries have not been
informed by any PRC governmental authority of any requirement that it file for a cybersecurity review; (iii) data processed in
the Company’ s business does not have a bearing on national security and may not be classified as core or important data by the
PRC governmental authorities; and (iv) none of the Company and its subsidiaries provides any important data, personal
information or sensitive personal data outside the territory of PRC, therefore, the Company believes it is not required to pass
cybersecurity review of CAC. If the Chinese government’ s interference expands, our operations may be negatively impacted in
a significant way, although, presently, there is no discernible immediate impact. Uncertainties with respect to the PRC legal
system, including uncertainties regarding the enforcement of laws, and sudden or unexpected changes in policies, laws and
regulations in China could adversely affect us. Our operations in China are governed by the PRC laws and regulations. We may
be adversely affected by the complexity, uncertainties and changes in PRC laws and regulations regarding foreign investment
and manufacturing, which could have a material adverse effect on our business and our ability to operate our business in China.
From-time-For example, to-two draft regulations relating time—we-may-have-to resort-to-overseas offerings by domestic
companies of equity shares, depository receipts, convertible corporate bonds, or other equity- like securities, and
overseas listing of the securities for trading — namely the Provisions of the State Council on the Administration of
Overseas Securities Offering and Listing by Domestic Companies (Draft for Comments) and the administrative
Admlmstratlve Measures for the Fllmg of Overseas Securities Offering and eeurt-proecedings-to-enforee-ourlegatrights:
Listing by Domestic Companies (Draft for Comments) — were recently released
in China-may-December 2021 for public comments. Pursuant to such draft regulations, a filing- based regulatory system
would be protracted-implemented covering both direct and indirect overseas offering and listing . resulting-in-substantiat
eosts-among which, (i) if and-- an diverstonrofresourees-issuer listed in other overseas markets after overseas offerings, the



issuer shall submit to the CSRC filing documents within three working days after such application is submitted; (ii) if

and-- an m&ﬂagefneﬂt—&&eﬁﬁeﬂ—Smee—P{%Gadmnﬂs&afwe-lssuer issues overseas listed securities after listing abroad and

issues such securities aiming at purchasing assets, the issuer shall
submit to the CSRC filing documents within three working days after the issue is completed, however, if the assets
purchased are domestic assets, the filing procedure shall be performed within three working days from the date of the

first announcement of the transactlon, and -rmp-}emeﬁﬁﬂg—st&&ﬁew-pfeﬁsreﬂs—(m) if the significant events, such as change

three ts—workmg days from

the date of occurrence. ttneeﬁamt—y—Uncertamtles ex1st regardlng 30 fhat—the—eeuﬁs—e-ﬁ@hma—wet&d—eﬂ-fefeejﬂ&gmems-ef—U—




