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Number of Offer Shares under the Global Offering : 750,000,000 Shares (including 720,000,000 New
Shares and 30,000,000 Sale Shares, subject to the
Over-allotment Option)
Number of Hong Kong Offer Shares 75,000,000 Shares (subject to adjustment)
Number of International Offer Shares : 675,000,000 Shares (including 645,000,000 New
Shares and 30,000,000 Sale Shares, subject to
adjustment and the Over- allotment Option)
Maximum Offer Price : HK$2.48 per Offer Share, plus a brokerage of
1.0%, an SFC transaction levy of 0.0027% and a
Stock Exchange trading fee of 0.005% (payable in
full on application in Hong Kong dollars and
subject to refund)
Nominal value : US$0.00001 per Share
Stock code : 1585
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no
responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the section headed “Documents Delivered to the Registrar of Companies and
Available for Inspection” in Appendix V to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by section 342C of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance. The Securities and Futures Commission of Hong Kong and the Registrar of Companies in
Hong Kong take no responsibility as to the contents of this prospectus or any other documents referred to above.

The Offer Price is expected to be determined by agreement between the Company and the Joint Global Coordinators (on behalf of the Underwriters) at the Price
Determination Date. The Price Determination Date is expected to be on or around Thursday, May 12, 2016 or such later time as may be agreed by the Company
and the Joint Global Coordinators (on behalf of the Underwriters), but in any event no later than Monday, May 16, 2016.

The Offer Price will be not more than HK$2.48 per Offer Share and is currently expected to be not less than HK$1.72 per Offer Share. Investors applying for Hong
Kong Offer Shares must pay, on application, the maximum Offer Price of HK$2.48 per Offer Share, unless otherwise announced, together with a brokerage of
1.0%, a SFC transaction levy of 0.0027% and a Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price is lower than HK$2.48. The Joint Global
Coordinators (on behalf of the Underwriters), with the consent of the Company, may reduce the number of Offer Shares being offered under the Global Offering
and/or the indicative offer price range stated in this prospectus at any time prior to the morning of the last day for lodging applications under the Hong Kong Public
Offering. In such a case, a notice of the reduction in the number of Offer Shares being offered under the Global Offering and/or of the indicative offer price range
will be published in the South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) not later than the morning of the last day for
lodging applications under the Hong Kong Public Offering. If applications for Hong Kong Offer Shares have been submitted prior to the day which is the last
day for lodging applications under the Hong Kong Public Offering, then even if the number of Offer Shares and/or indicative offer price range is so
reduced, such applications cannot subsequently be withdrawn. Further details are set out in the sections headed “Structure of the Global Offering” and
“How to Apply for the Hong Kong Offer Shares” in this prospectus. If, for any reason, the Offer Price is not agreed between the Company and the Joint
Global Coordinators (on behalf of the Underwriters) on or before Monday, May 16, 2016, the Global Offering will not proceed and will lapse.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus and the related Application
Forms, including the risk factors set out in the section headed “Risk Factors™ in this prospectus.

Pursuant to the termination provisions contained in the Underwriting Agreements in respect of the Offer Shares, the Joint Global Coordinators, on behalf of the
Underwriters, have the right in certain circumstances, in the sole discretion of the Joint Global Coordinators, to terminate the obligations of the Underwriters
pursuant to the Underwriting Agreements at any time prior to 8:00 a.m. (Hong Kong time) on the date when dealings in our Shares first commence on The Stock
Exchange of Hong Kong Limited (such first dealing date is currently expected to be Thursday, May 19, 2016). Further details of the terms of the termination
provisions are set out in the section headed “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public Offering — Grounds for
Termination” in this prospectus. It is important that you refer to that section for further details.

The Offer Shares have not been and will not be registered under the US Securities Act or any state securities law in the United States and may not be offered, sold,
pledged or transferred within the United States except that Offer Shares may be offered, sold or delivered in the United States to qualified institutional buyers in
accordance with the restrictions of Rule 144A or another exemption from, or in a transaction not subject to, the registration requirements under the US Securities
Act and outside the United States in offshore transactions in accordance with Regulation S.
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EXPECTED TIMETABLE

The Company will issue an announcement in Hong Kong to be published in the South China

Morning Post (in English) and the Hong Kong Economic Times (in Chinese) if there are any changes to

the following expected timetable of the Hong Kong Public Offering.

Latest time to complete electronic applications

under the HK eIPO White Form service through the
2)

designated website www.hkeipo.hk'> ... ... .. ... oL

Application lists open™® ... ... ... ...

Latest time for lodging WHITE and YELLOW

Application Forms and giving

electronic application instructions to HKSCC® ................

Latest time to complete payment of
HK eIPO White Form applications

effecting internet banking transfer(s) or

PPS payment transfer(s)® ... ... ...

Application lists close™® ... ... ... ..

(5)

Expected Price Determination Date™ .........................o..

(1) Announcement of the final Offer Price,
the level of indication of interest in the
International Offering, the level of applications in the

Hong Kong Public Offering and the basis of allocation of the

Hong Kong Offer Shares to be published on or before .........

(2) Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification
document numbers or business registration numbers,
where appropriate) to be available through a variety of
channels as described in the section headed

“How to Apply for the Hong Kong Offer Shares —

11. Publication of Results” in this prospectus from .............

(3) A full announcement of the Hong Kong Public Offering
containing (1) and (2) above to be published on the
website of the Stock Exchange at www.hkexnews.hk and

the Company’s website at www.yadea.com.cn‘® from ..........

20160

11:30 a.m. on Thursday, May 12

11:45 a.m. on Thursday, May 12

12:00 noon on Thursday, May 12

12:00 noon on Thursday, May 12

12:00 noon on Thursday, May 12

................... Thursday, May 12

................. Wednesday, May 18

................. Wednesday, May 18

................. Wednesday, May 18



EXPECTED TIMETABLE

20161V

Results of allocations in the Hong Kong Public Offering
will be available at www.tricor.com.hk/ipo/result

with a “search by ID” function .......... .. .. i Wednesday, May 18

Despatch of Share certificates or deposit of the
Share certificates into CCASS in respect of wholly or

partially successful applications pursuant to the

Hong Kong Public Offering on or before!”™® . ... .. ... ........................ Wednesday, May 18

Despatch of e-Auto Refund payment instructions/refund cheques
in respect of wholly or partially successful applications (if applicable)
or wholly or partially unsuccessful applications pursuant to the
Hong Kong Public Offering on or before®™®® ... ... .......................... Wednesday, May 18

Dealings in the Shares on the Stock Exchange to commence on ...................... Thursday, May 19

(1)  All times refer to Hong Kong local time. Details of the structure of the Global Offering, including its conditions, are set out
in the section headed “Structure of the Global Offering” in this prospectus.

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

(3)  Ifthereis a “black” rainstorm warning or a tropical cyclone warning signal number eight or above in force in Hong Kong at
any time between 9:00 a.m. and 12:00 noon on Thursday, May 12, 2016, the application lists will not open and close on that
day. Further information is set out in the section headed “How to Apply for the Hong Kong Offer Shares — 10. Effect of Bad
Weather on the Opening of the Application Lists” in this prospectus.

(4)  Applicants who apply by giving electronic application instructions to HKSCC should refer to the section headed “How to
Apply for the Hong Kong Offer Shares — 6. Apply by Giving Electronic Application Instructions to HKSCC via CCASS” in
this prospectus.

(5) The Price Determination Date is expected to be on or around Thursday, May 12, 2016, and, in any event, not later than
Monday, May 16, 2016. If, for any reason, the Offer Price is not agreed between the Joint Global Coordinators (on behalf of
the Underwriters) and us by Monday, May 16, 2016, the Global Offering will not proceed and will lapse.

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

(7)  Share certificates for the Hong Kong Offer Shares are expected to be issued on Wednesday, May 18, 2016, but will only
become valid certificates of title provided that (i) the Global Offering has become unconditional in all respects, and (ii) the
right of termination as described in the section headed “Underwriting — Underwriting Arrangements and Expenses — Hong
Kong Public Offering — Grounds for Termination” in this prospectus has not been exercised and has lapsed. Investors who
trade Shares prior to the receipt of the Share certificates or the Share certificates becoming valid do so at their own risk.

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



EXPECTED TIMETABLE
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Applicants who have applied on WHITE Application Forms or through the HK eIPO White Form service for 1,000,000 or
more Hong Kong Offer Shares and have provided all information required by the Application Form may collect any refund
cheques and/or Share certificates in person from the Company’s Hong Kong Share Registrar at Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong from 9:00 a.m. to 1:00 p.m. on Wednesday, May 18, 2016 or such other date as notified
by the Company in the newspapers as the date of despatch/collection of Share certificates/e-Auto Refund payment
instructions/refund cheques. Individual applicants who are eligible for personal collection may not authorize any other
person to collect on their behalf. Corporate applicants which are eligible for personal collection may arrange for collection
by their authorized representatives bearing letters of authorization from the corporation stamped with the corporation’s
chop. Both individuals and authorized representatives of corporations must produce evidence of identity acceptable to our

Hong Kong Share Registrar at the time of collection.

Applicants who have applied on YELLOW Application Forms for 1,000,000 or more Hong Kong Offer Shares may collect
their refund cheques, if any, in person but may not elect to collect their Share certificates as such Share certificates will be
issued in the name of HKSCC Nominees and deposited into CCASS for the credit to their or the designated CCASS
Participants’ stock account as stated in their Application Forms. The procedures for collection of refund cheques for

YELLOW Application Form applicants are the same as those for WHITE Application Form applicants.

Applicants who have applied for Hong Kong Offer Shares by giving electronic application instructions to HKSCC should
refer to the section headed “How to Apply for the Hong Kong Offer Shares — 14. Despatch/Collection of Share Certificates
and Refund Monies — Personal Collection — (iv) If you apply via Electronic Application Instructions to HKSCC” in this

prospectus for details.

Applicants who have applied through the HK eIPO White Form service and paid their applications monies through single
bank accounts may have refund monies (if any) despatched to those bank accounts in the form of e-Auto Refund payment
instructions. Applicants who have applied through the HK eIPO White Form service and paid their application monies
through multiple bank accounts may have refund monies (if any) despatched to the addresses as specified in their application

instructions in the form of refund cheques by ordinary post at their own risk.

Applicants who have applied for less than 1,000,000 Hong Kong Offer Shares and any uncollected Share certificates and/or
refund cheques will be despatched by ordinary post, at the applicants’ risk, to the addresses specified in the relevant

applications.
Further information is set out in the sections headed “How to Apply for the Hong Kong Offer Shares — 13. Refund of

Application Monies” and “How to Apply for the Hong Kong Offer Shares — 14. Despatch/Collection of Share Certificates

and Refund Monies” in this prospectus.

The above expected timetable is a summary only. You should refer to the sections headed

“Structure of the Global Offering” and ‘“How to Apply for the Hong Kong Offer Shares” in this
prospectus for details of the structure of the Global Offering, including the conditions of the Global

Offering, and the procedures for application for the Hong Kong Offer Shares.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. As
this is a summary, it does not contain all of the information that may be important to you, and is
qualified in its entirety by, and should be read in conjunction with, the full text of this prospectus. You
should read the whole document before you decide to invest in the Offer Shares. There are risks
associated with any investment. Some of the particular risks in investing in the Offer Shares are set
out in the section headed “Risk Factors” in this prospectus. You should read that section carefully
before you decide to invest in the Offer Shares.

OVERVIEW

We are the leading electric two-wheeled vehicle brand in China both in terms of revenue and
profitability. We are the largest player in the Chinese electric two-wheeled vehicle market, with our
market share accounting for 10.5% in terms of revenue in 2015, according to Frost & Sullivan. We have
adopted a high-end positioning strategy in establishing our premium brand. According to Frost &
Sullivan, we are the most profitable company among the leading players in the electric two-wheeled
vehicle market in terms of net profit and our net profit accounted for 24.0% of the overall market in 2015.
Our market shares were 11.2% in the electric scooter market and 9.2% in the electric bicycle market in
terms of revenue in 2015, ranking first and second respectively, according to Frost & Sullivan. We have
been named the first of the Top 10 Electric Two-wheeled Vehicle Enterprises of China’s Light Industry by
the Chinese National Light Industry Council each year since 2009. We focus on designing, researching,
developing, manufacturing and selling electric two-wheeled vehicles, which include electric scooters and
electric bicycles. We believe that the strong market recognition of our brand and our reputation enable us

to command a price premium for our products.

Substantially all of our products are classified as “non-motorized vehicles” under the PRC Road
Traffic Safety Law and are therefore subject to less stringent regulatory requirements than “motorized
vehicles” (which are subject to licensing, driver qualification and road use requirements as well as higher
speed and other performance standards). We believe that our products being free from such regulatory
requirements has contributed substantially to the growth in the sales volume of our products. However,
there can be no assurance that the regulatory requirements relating to our products will not become more
stringent in the future. Please see the section headed “Industry Overview — Overview of the Electric
Two-wheeled Vehicle Market — Regulatory Evolution of the Electric Bicycle Industry” commencing on
page 78 of this prospectus and the section headed “Regulatory Overview — IV. Requirements Relating to
the Licensing of and Road Use by Electric Two-wheeled Vehicles” commencing on page 94 of this

prospectus for further details.

We sell our products through our nationwide sales and distribution network in China, which
consisted of over 1,700 distributors as well as their sub-distributors as of December 31, 2015. We also
have an extensive international customer base and made sales in over 50 countries during the Track
Record Period through our extensive international distribution network. Our international sales
accounted for 1.9% of the total electric two-wheeled vehicle export volume from China in 2015 according
to Frost & Sullivan. We believe that our market leading position and strong brand recognition have
enabled us to develop long-term relationships with our distributors and suppliers and to obtain favorable

terms from them.



SUMMARY

Our headquarters is located in Jiangsu Province and includes our principal office buildings, our
product research and development center and our Wuxi production facilities. In addition to our Wuxi
production facilities, we have three other production facilities, which are located in Tianjin, Cixi and
Dongguan. As of December 31, 2015, we had annual electric two-wheeled vehicle production capacity of

approximately 5.0 million units.

We focus on research and development to enhance our innovation capabilities and our market
competitiveness. We devote significant effort to developing core technologies, such as electric motors
and power systems. We are also in the process of developing and enhancing advanced mobile internet
applications for our electric two-wheeled vehicles, including a remote motor start/stop system, location
tracking applications, an onboard problem detecting and reporting system, and theft-recovery
applications. Additionally, we have a strategic cooperation agreement with Lightning Motors, a U.S.
company specializing in researching and developing advanced electric two wheeled vehicles, to jointly
develop and produce high-end products and we also own approximately 11.1% of this company. As of the
Latest Practicable Date, we held a total of 664 PRC patents, of which 15 were invention patents, 270 were
use patents and 379 were design patents, and had 48 patent applications pending approval.

We experienced significant growth over the Track Record Period. Our net profit increased by 28.4%,
from RMB174.1 million in 2013 to RMB223.5 million in 2014 and further increased by 68.0% to
RMB375.5 million for 2015. Our net profit in 2014 was significantly influenced by RMB75.6 million in
share based payments that we made to our senior management in recognition of their contributions to the
Group. Our revenue grew from RMB5,059.2 million in 2013 to RMBS5,824.1 million in 2014 and further
to RMB6,429.2 million in 2015. The significant growth in our revenue and profit during the Track Record
Period was primarily attributable to the increases in the sales volumes of our products as a result of the
increasing demand for electric two-wheeled vehicles in China. This growth was also largely attributable
to increased awareness of our brand and improvement of our distributor points of sales (through our
distributor points of sale overhaul campaign) and as a result of our marketing efforts (such as running
advertisements during popular television programs and engaging celebrities as our product

representatives).

OUR PRODUCTS AND PRODUCTION

Our core products are electric two-wheeled vehicles, which include electric scooters and electric
bicycles. We also sell batteries and chargers for our electric two-wheeled vehicles as well as certain other
electric two-wheeled vehicle parts. We previously produced certain electric specialty vehicles, including
golf carts and cleaning vehicles; however, we discontinued production of these vehicles in the third

quarter of 2014 to focus exclusively on our core products.
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The following table sets out a breakdown of our sales by product for the periods indicated:

For the year ended December 31,
Products 2013 2014 2015

Amount % of Amount % of Amount % of
(RMB’000) total (RMB’000) total (RMB’000) total

Electric scooters'” . . .. . . . 2,607,007 51.5 3,244,385 55.7 3,483,214 54.2
Electric bicycles . ....... 1,253,472 24.8 1,405,911 24.1 1,455,416 22.6
Batteries and chargers . . . . . 1,027,624 20.3 1,109,598 19.1 1,427,914 22.2
Specialty vehicles. . . . . ... 75,331 1.5 18,429 0.3 — —
Electric two-wheeled

vehicle parts . . .. ... .. 95,766 1.9 45,819 0.8 62,643 1.0
Total . .............. 5,059,200 100 5,824,142 100 6,429,187 100

(1)  Our revenue derived from our international sales during the Track Record Period has been included in our electric
scooter revenue herein, as those sales represented a minor portion of our total sales and we consider most of the
products sold to international customers as high-end models. For the years ended December 31, 2013, 2014 and 2015,

revenue generated from our international sales accounted for 2.1%, 2.9% and 1.7% of our total revenue, respectively.

We manufacture our electric two-wheeled vehicles at our production facilities in Wuxi, Tianjin, Cixi
and Dongguan, and had a total of 25 production lines with an aggregate annual production capacity of
approximately 5.0 million electric two-wheeled vehicles as of December 31, 2015. During the Track
Record Period, we expanded our facilities and increased the utilization rates of our production facilities
to meet the growing demand for our products. For the years ended December 31, 2013, 2014 and 2015,
our production line utilization rates were approximately 69.2%, 78.3% and 65.7%, respectively. The
utilization rate of our production facilities decreased in 2015 as compared to 2013 and 2014 as we moved

our Tianjin production facilities to a new site with higher production capacity in 2015.

The sales volume of our electric scooters was 1,594,618 units, 1,869,290 units, and 2,044,610 units
for the years ended December 31, 2013, 2014 and 2015, respectively. The sales volume of our electric
bicycles was 1,137,225 units, 1,141,646 units, and 1,276,448 units for those same periods, respectively.
The average selling price of our electric scooters (excluding batteries and chargers) was approximately
RMB1,635, RMB1,736 and RMB1,704, respectively, for the years ended December 31, 2013, 2014 and
2015. The average selling price of our electric bicycles (excluding batteries and chargers) was
approximately RMB1,102, RMB1,231 and RMB1,140 for the same periods, respectively. The average
selling prices of our electric scooters and electric bicycles decreased slightly in 2015 as compared to
2014 as we offered discounts to our distributors for certain of our products as part of promotions to
capture additional market share and in response to market competition (as competitors were able to lower

prices due to decreases in the market prices of raw materials).
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The gross profit margin of our electric scooters was 17.6%, 21.3% and 25.2% for the years ended
December 31, 2013, 2014 and 2015, respectively. The gross profit margin of our electric bicycles was
12.1%, 17.0% and 18.2% for those same periods, respectively. The increase in the gross profit margin of
our electric two-wheeled vehicles from 2013 to 2014 was mainly due to the increase in the prices of our
electric scooters and electric bicycles and increased control of growth in our cost of sales. The increase in
the gross profit margin of our electric two-wheeled vehicles from 2014 to 2015 was mainly due to the
decrease in the average procurement price of our raw materials, improved raw material purchase
economies of scale (as we increased our raw material purchases to meet our growing sales volume) and
our sales of optimized electric two-wheeled vehicle models designed for enhanced raw material use

efficiency.

OUR CUSTOMERS

Our customers are distributors who purchase our products from us and resell them to end customers
at points of sales within their designated distribution areas or to sub-distributors who resell the products

to end customers within the designated distribution areas of the relevant distributor.

For the years ended December 31, 2013, 2014 and 2015, sales to our five largest customers,
amounted to RMB328.8 million, RMB432.5 million and RMB492.8 million, respectively, representing
approximately 6.5%, 7.4% and 7.7% of our total sales in the respective periods. We have maintained

long-term and stable relationships with these distributors of between one and twelve years.

SALES AND DISTRIBUTION NETWORK

We primarily sell our products through our distribution network in China, which as of December 31,
2015 consisted of 1,760 distributors and covered each province of China. In order to support the sales
efforts of our distributors, we promote our products and collect customer feedback through our own
online platform. In addition to our distribution network in China, we sold our products internationally to
customers in over 50 countries during the Track Record Period. For the years ended December 31, 2013,
2014 and 2015, revenue generated from our domestic sales amounted to RMB4,952.3 million,
RMB5,657.9 million and RMB6,322.1 million, respectively, accounting for 97.9%, 97.1% and 98.3% of
our total revenue for those periods, respectively; while revenue generated from our international sales
amounted to RMB106.9 million, RMB166.2 million and RMB107.1 million, respectively, accounting for

2.1%, 2.9% and 1.7% of our total revenue for those periods, respectively.

During the Track Record Period, we enhanced the management and control of our domestic
distributors by setting up sales companies and management departments and adding management
personnel at various levels. In addition, we began assisting our distributors to enhance and upgrade their
points of sales as well as their operational procedures and product displays through our distributor points
of sales overhaul campaign. This includes renovating the points of sales and improving the product
display, layouts and brand presentation in the points of sales according to innovative designs provided by
top design companies, to enhance the shopping experience and portray a high-end brand image to

consumers.
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RAW MATERIALS AND SUPPLIERS

Our major raw materials include electric motors, vehicle frames, controllers, batteries, battery
chargers, brakes, tires and other components. We generally secure at least two alternative suppliers for
each major component and enter into procurement agreements with them to reduce the risk of supply
shortages.

For the years ended December 31, 2013, 2014 and 2015, purchases from our five largest suppliers,
which primarily supplied batteries, electric motors, meters, tires and magnets, amounted to RMB1,459.5
million, RMB1,559.7 million and RMB1,684.4 million, respectively, representing approximately 35.2%,
35.8% and 34.4% of our total purchases in those periods, respectively.

We purchase plastic component painting services, shock absorbers, front forks, electric motors,
meters, vehicle frames and packaging boxes from suppliers who are our connected persons in the ordinary
course of our business and will continue to do so after the Listing. Such transactions will constitute
non-exempt continuing connected transactions for the Company upon Listing. We purchased a total of
RMB484 .4 million, RMB479.8 million and RMB340.1 million from our continuing connected suppliers
for such raw materials and services for the years ended December 31, 2013, 2014 and 2015, respectively,
representing approximately 11.7%, 11.1% and 7.0% of our total purchases in the respective periods. We
expect that the maximum amount of fees we will pay to our connected suppliers for such raw materials
and services will be RMB166.4 million, RMB55.6 million and RMB25.0 million for the years ending
December 31, 2016, 2017 and 2018, respectively. Please refer to the section headed “Connected
Transactions” on page 223 of this prospectus for details of our continuing connected transactions.

OUR STRENGTHS

We believe the following strengths have contributed to the success of our business operations and
leading position in the electric two-wheeled vehicle industry:

° We are the leader in the electric two-wheeled vehicle market in China both in terms of revenue
and profitability;

° Our leading brand provides us with strong pricing power;

° Our strong research, development and design capabilities ensure our market leading position in
product development;

o We have an extensive distribution and service network with widespread coverage and deep
market penetration; and

° We have a professional and experienced management team with a proven track record of
delivering growth and profitability.

OUR STRATEGIES

We plan to further grow our business and strengthen our leadership position in the electric
two-wheeled vehicle industry. Our key strategies for reaching our goals are as follows:

° Further establish our brand as a high-end brand and solidify our market leading position in
China;
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° Further strengthen our research and development capabilities, consolidate our leading product

and technology position and continue to launch innovative products;

° Continue to enhance our sales and service network as well as improve our distributors’ points
of sales and the customer experience;

o Expand our business and promote our brand internationally; and
° Continue to recruit, train and incentivise talented professionals.
REGULATORY TREND

According to our PRC Legal Advisors, currently there are five cities, namely Guangzhou,
Dongguan, Zhuhai, Shenzhen and Xiamen, which have imposed prohibitions or restrictions on the use of
electric bicycles'” in certain areas of the city.” However, we believe that these prohibitions and
restrictions policies will not materially affect our expansion plans as there are only a limited number of
cities which have adopted such policies. Additionally, the regulatory trend for electric bicycles is
regulation through a product catalogue regime, as opposed to a prohibition approach. In general, under a
product catalogue regime, if a branded product meets the government-set technical standards, such
product, upon completion of an application process, will be included in the product catalogue and
qualified for sale and use. Please see the section headed “Industry Overview — Overview of the Electric
Two-wheeled Vehicle Market — Regulatory Evolution of the Electric Bicycle Industry” on page 78 of this
prospectus for additional details of the regulatory history of the electric bicycle industry. Furthermore,
the PRC government has continued to support the development of environmentally friendly products. In
light of the foregoing, we believe that it is unlikely that a significant number of additional cities will

prohibit or significantly restrict the use of electric bicycles in the future.
SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following is a summary of our consolidated financial information as of and for the years ended
December 31, 2013, 2014 and 2015. We have derived the summary financial information from our
consolidated financial information set forth in the Accountant’s Report in Appendix I to this prospectus.
The below summary should be read together with the consolidated financial information in Appendix I to
this prospectus, including the accompanying notes and the information set forth in the section headed
“Financial Information” on page 253 of this prospectus. Our consolidated financial information has been

prepared in accordance with HKFRS.

Notes:

(1)  Electric bicycles as defined by the National Standards refers to both electric bicycles and electric mopeds. For 2013, 2014
and 2015, respectively, our revenue generated from sales of both electric bicycles and electric mopeds contributed 99.4%,
98.6% and 99.0% of our total revenue from sales of electric two-wheeled vehicles.

(2)  Recently, Beijing also placed restrictions on the use of electric bicycles in the center of the city on Chang’an Avenue and
certain streets in the surrounding area. These areas are heavy traffic areas where all traffic (including cars, trucks, bicycles
and pedestrians) are highly regulated.
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Our Summary Consolidated Statements of Profit or Loss

For the year ended December 31,
2013 2014 2015
(RMB’000) (RMB’000) (RMB’000)

Revenue . ......... . . ... . ... 5,059,200 5,824,142 6,429,187
Costof Sales . . ...... ... ... ... .. ... ..... (4,404,654) (4,855,684) (5,211,994)
Gross Profit . ... ...... ... ... ... ... ..... 654,546 968,458 1,217,193
Other income and gains, net . . .............. 27,184 81,280 85,770
Selling and distribution expenses . ........... (275,792) (349,390) (453,544)
Administrative eXpenses . ................. (192,234) (394,616) (358,528)
Finance costs . .......... ... ... . ........ (427) (251) (24)
Share of profits and losses of an associate . . . . .. 12,178 1,222 —
Profit beforetax . . .. ........... .. ....... 225,455 306,703 490,867
Income tax expense . ............ ... ... (51,382) (83,239) (115,400)
Profit for theyear ...................... 174,073 223,464 375,467
Add:

Listing eXpenses. . . .. ..o v 450 6,742 17,837
Equity-settled share award expense'” . ... ... .. — 75,574 —
Deduct:

Gains from the wealth management products
included in the financial assets at fair value

through profitorloss. .. ......... ... .. ... 10,704 23,177 42,651
Adjusted net profit (unaudited)® . ... ... .. .. 163,819 282,603 350,653
Notes:

(1)  Equity-settled share award expense represents the expenses related to our allotting and issuing shares to senior management

in recognition of their contributions to the Group.

(2)  Please refer to the section headed “Financial Information — Non-HKFRS Measure” of this prospectus.
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Our Summary Consolidated Statements of Financial Position

As of December 31,

2013 2014 2015
(RMB’000) (RMB’000) (RMB’000)
Non-current assets . . .................... 876,270 839,363 1,025,508
Current assets . ... ... 1,709,334 2,077,948 2,964,260
Current liabilities . . . .................... 1,958,355 2,400,738 3,185,771
Non-current liabilities . .................. — — 22,160
Net current liabilities ... ................. (249,021) (322,790) (221,511)
Total assets less current liabilities . .. ... ... .. 627,249 516,573 803,997
Net assets . ... v v 627,249 516,573 781,837
Totalequity . ....... .. .. .. .. .. .. .. .. ... 627,249 516,573 781,837

During the Track Record Period, we retained a significant amount of cash on hand because we (i)
received full payment in advance of delivery from distributors for a significant percentage of our sales;
and (ii) benefited from favorable credit terms from our suppliers, such as their acceptance of bank
acceptance bills for a significant percentage of our raw material purchases, which extended the timing of
our payment to suppliers to over six months. As a result, we recorded a significant amount of trade and
bills payable balances and relatively high trade and bills payable turnover days, which contributed to our
net current liabilities positions during the Track Record Period. See “Financial Information — Certain
Balance Sheet Items — Trade and bills payables” on page 282 of this prospectus for more details
regarding our use of bank acceptance bills.

To manage our significant cash on hand, we purchased and redeemed wealth management products
using them as our “cash pool” from which we could readily access cash as needed and, generate higher
yield than bank deposits, as these products are highly liquid and bear a relatively low level of risk. The
underlying financial assets of the wealth management products in which we invested primarily consist of
PRC treasury bonds, commercial paper, interbank borrowings and bills issued by the PBOC. During the
Track Record Period, all of the wealth management products in which we had invested were redeemable
within six months. For the years ended December 31, 2013, 2014 and 2015, the average rate of return of
our wealth management products was 3.34%, 3.23% and 4.31%, respectively. As of the Latest Practicable
Date, all of our wealth management products were principal-protected. We plan to only purchase
principal-protected products in the future. See “Business — Cashflow and Investment Management” on
page 184 of this prospectus for more details regarding our cash management strategy, policies and

procedures.
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Our Summary Consolidated Statements of Cash Flows

As of and for the year ended December 31,
2013 2014 2015
(RMB’000) (RMB’000) (RMB’000)

Net cash flows generated from operating

ACHIVILICS . . oot 444,077 861,648 793,857
Net cash flows used in investing activities . . . . . . (333,346) (256,077) (410,876)
Net cash flows (used in)/generated from

financing activities . . .. ........ .. .. .. ... 52,490 (387,273) (98,219)
Net increase in cash and cash equivalents . ... .. 163,221 218,298 284,762

Key Financial Ratios”

As of and for the year ended December 31,

2013 2014 2015
Gross profit margin (%) . .................. 12.9 16.6 18.9
Net profit margin (%) . ................... 3.4 3.8 5.8
Inventory turnover days ................... 31.4 19.6 10.5
Return on equity (%) .. ....... ... ... ...... 322 39.1 57.8
Return on total assets (%) . . ... ............. 8.0 8.1 10.9
Interest coverage . ... .......... ... ... ... 529.0 1,222.9 20,453.8

As of December 31,

2013 2014 2015
Currentratio .. ...... ..., 0.87 0.87 0.93
Quickratio. .. ... ... ... 0.69 0.80 0.89
Gearingratio . . ........... .. .. .. .. .. .. .. 1.6 - 1.7

We recorded net current liabilities of RMB249.0 million, RMB322.8 million, and RMB221.5
million as of December 31, 2013, 2014 and 2015, respectively. Taking into account cash generated from
our operations and our available banking facilities (including RMB456.7 million in unutilized general
banking facilities and RMB83.3 million in unutilized banking facilities available for issuing bank
acceptance bills) as of the Latest Practicable Date, our Directors are satisfied, after due and careful
inquiry, that we have sufficient available working capital for our requirements for at least the 12 months

from the date of this prospectus.

(1)  Please refer to the sections headed “Financial Information — Key Financial Ratios” on page 301 and “Financial
Information — Certain Balance Sheet Items — Inventories” on page 276 of this prospectus for further details on the
calculation methodology for the key financial ratios.
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Sensitivity Analysis

For the years ended December 31, 2013, 2014 and 2015, if our cost of raw materials had been 5%
higher or lower, our gross profit would have decreased or increased, respectively, by 31.3%, 23.0% and
19.6%, respectively, and our net profit would have decreased or increased, respectively, by 117.5%,
99.5% and 63.6%, respectively, assuming all other factors remained constant. For the same years, if the
average selling price of our products had been 5% higher or lower, our gross profit would have increased
or decreased, respectively, by 38.6%, 30.1% and 26.4%, and our net profit would have increased or
decreased by 145.3%, 130.3% and 85.6% for those years respectively, assuming all other factors
remained constant.

RISK FACTORS

There are certain risks relating to our operations, some of which are beyond our control. A summary
of certain of these risk factors is set forth below. This summary should be read together with the section
headed “Risk Factors” in its entirety. Any of the following developments may have a material and adverse
effect on our business, financial condition, results of operations and prospects:

o Our success is dependent on our continued innovation, successful launches of new products
and promoting our brand through marketing investments, and we may not be able to anticipate
or make timely responses to changes in the preferences of consumers.

o We rely substantially on third party distributors and our success depends on our distribution
and logistics networks.

° We rely heavily on our brand image to sell our products. Negative publicity relating to our
products, brand, employees, operations, distributors and industry, or products similar to ours,
adversely affects consumer perceptions of our products and results in decreased demand for
our products.

° Regulation of electric two-wheeled vehicles may become more stringent in China.

o We rely substantially on external suppliers for certain components of our products.

o We operate in a highly competitive industry and may face increased competition.

o We may be affected by the introduction of new policies, regulations, new industry standards or
laws affecting the industry in which we operate, including those targeting the production of the
raw materials that we use, the production of our products or the sales or use of our products.

NON-COMPLIANCE INCIDENTS

During the Track Record Period, the Group had certain incidents of material or systemic
non-compliance with applicable PRC laws and regulations, including non-compliance related to the
production of gasoline engine boosted scooters, environmental impact assessment approval and social

insurance and housing provident fund payments. Please see “Business — Legal Proceedings and
Compliance — Compliance” commencing on page 205 of this prospectus for further details.
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UNAUTHORIZED ALTERATIONS BY DISTRIBUTORS

During the Track Record Period and up to the Latest Practicable Date, several of our distributors
were subject to administrative penalty decisions (1T E{& £1) and Inspection Announcements (‘& & & I 44
R\ 7R) issued by relevant PRC administrative agencies due to sales of non-conforming vehicles. Those
vehicles were altered and sold by our distributors without our approval. All the penalties related to the
alterations by our distributors have been duly settled by the relevant distributors. We do not expect these
penalties to have any material adverse effect on our business operations or operating results.
Furthermore, in order to minimize alterations by our distributors, we have adopted a number of
preventative measures. For further details, please see “Business — Unauthorized Alterations of our
products by distributors” on page 212 of this prospectus. For potential risks we may face as a result of
these incidents, see “Risk Factors — Risks Relating to Our Business — Some of our distributors have
been subject to penalties for making unauthorized alterations to our products, which could adversely
affect our reputation, business, financial condition, results of operations and prospects” on page 39 of this

prospectus.
BUSINESS IN SANCTIONED COUNTRIES

During the Track Record Period, we engaged in limited business activities in sanctioned countries,
namely Iran, Sudan and Russia. For the years ended December 31, 2013, 2014 and 2015, our revenue
derived from business activities in for those countries was minimal, accounting for approximately
0.010% and 0.008% and nil of our total revenue for those years, respectively. We discontinued all such
business activities in June 2014 and have no intention of resuming business activities in any sanctioned
countries. As advised by our Sanctions Laws Legal Advisors, the sanctions risk imposed by the U.S., EU
and Australian sanctions programs on our Company, our investors and Shareholders and persons who
might, directly or indirectly, be involved in permitting the listing, trading and clearing of our Shares,
including the Stock Exchange, and related group companies is very low. For details, see “Business —
Sanctions Risk in Relation to Sales of Our Products to Customers in Certain Sanctioned Countries” on
page 163 of this prospectus.

SHAREHOLDER INFORMATION

Immediately after completion of the Capitalization Issue and the Global Offering, Mr. Dong and Ms.
Qian, who are husband and wife, will own (indirectly through the investment holding companies, Dai Wei
and Fang Yuan, respectively) approximately 46.6% and 19.8% of the issued share capital of the Company,
respectively (assuming the Over-allotment Option is not exercised). Accordingly, Mr. Dong, Ms. Qian,
Dai Wei and Fang Yuan will continue to be the Controlling Shareholders. Please refer to the section

headed “Relationship with Controlling Shareholders” on page 236 of this prospectus for further details.
For details of the shareholding structure of the Company, please refer to the section headed

“History, Development and Reorganization — Shareholding Structure Upon Completion of the Global
Offering” on page 125 of this prospectus.
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PRE-IPO INVESTMENTS

The Pre-IPO Share Subscription Agreement was entered into by and among the Company, the First
Pre-IPO Investor, the Controlling Shareholders, Yadea Group Management and Yadea HK on October 27,
2014, pursuant to which we issued 1,930 Series A Preferred Shares with a par value of US$1.00 each to
the First Pre-IPO Investor on December 10, 2014 for a consideration equivalent to RMB125,000,000 in
U.S. dollars. Pursuant to the Pre-IPO Shareholders Agreement, the First Pre-IPO Investor was granted
certain special rights, which, except for certain restrictions on transfer of shares, rights of first refusal
and tag-along rights, will be terminated upon the Listing.

The Series A Preferred Shares Transfer Agreement was entered into by the First Pre-IPO Investor
and the Second Pre-IPO Investor on June 11, 2015, pursuant to which the First Pre-IPO Investor agreed to
sell to the Second Pre-IPO Investor, and the Second Pre-IPO Investor agreed to purchase from the First
Pre-IPO Investor, a total of 438 Series A Preferred Shares with a par value of US$1.00 each for a
consideration of RMB99.86 million. Pursuant to the Deed of Adherence entered into by the Company, the
Controlling Shareholders, the First Pre-IPO Investor and the Second Pre-IPO Investor in relation to the
Second Pre-IPO Investment and in accordance with the Pre-IPO Shareholders Agreement, the Second
Pre-IPO Investor unconditionally, irrevocably and perpetually waived, and undertook not to exercise, any
and all of the rights it may otherwise have with respect to the Series A Preferred Shares pursuant to the
Pre-IPO Shareholders Agreement and the Memorandum and Articles of Association as a permitted assign
of the First Pre-IPO Investor. Pursuant to the Deed of Adherence, the Second Pre-IPO Investor shall not
be deemed to have any of the rights of the First Pre-IPO Investor under the Pre-IPO Shareholders
Agreement and the Memorandum and Articles of Association.

The First Pre-IPO Investor and the Second Pre-IPO Investor will hold 125,119,015 Shares and
45,537,620 Shares, respectively, representing approximately 4.2% and 1.5% of our enlarged issued share
capital immediately upon completion of the Capitalization Issue and the Global Offering (assuming the
Over-allotment Option is not exercised). Please refer to the section headed “History, Development and
Reorganization — Pre-IPO Investments” on page 116 of this prospectus for details of the Pre-IPO
Investments.

DIVIDEND POLICY

On January 29, 2015, we declared a special one-time cash dividend in the amount of HK$154.0
million which was paid on January 30, 2015 (except an amount of approximately HK$13.6 million of the
declared dividend remained unpaid and in our share premium account, as the First Pre-IPO Investor
waived its right to receive its portion of the dividend). Other than the aforementioned dividend, the
Company did not declare or pay any dividends during the Track Record Period.

The declaration, payment and amount of any future dividends will be subject to the discretion of our
Directors and will depend on our financial condition, earnings and capital requirements as well as
contractual and legal restrictions and our ability to receive dividend payments from our subsidiaries in
addition to other factors that our Directors deem relevant. We currently do not intend to have our
subsidiaries pay any dividends to the Company in the foreseeable future. We intend to use the retained
earnings of our subsidiaries for expansion of our operations. Additionally, we currently have no plans to
pay dividends to the Shareholders in the foreseeable future. Please refer to the section headed “Financial
Information — Dividend Policy” on page 300 of this prospectus for details of our dividend policy.
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GLOBAL OFFERING STATISTICS

Offersize .. ...... ... ... .. ... .. : Initially 25% of the enlarged issued share capital of
the Company in aggregate, consisting of 24% of
New Shares and 1% of Sale Shares

Offering Structure . . . ................ : Approximately 10% in the Hong Kong Public
Offering (subject to adjustment) and approximately
90% in the International Offering (subject to
adjustment and the Over-allotment Option)

Over-allotment Option. . . . ............ : Up to 15% of the number of Offer Shares initially
available under the Global Offering, consisting of
New Shares

Offer Price per Shares . . . ............. : HKS$1.72 to HK$2.48 per Offer Share

Based on Offer Price of
HK$2.10 (being the
mid-point of the
indicative Offer Price)

Market capitalization of our Shares . ... ........................ HK$6,300,000,000

Unaudited pro forma adjusted consolidated net tangible
assets value per Share .. ....... ... ... . HK$0.76

Notes:
(1)  All statistics in this table are based on the assumption that the Over-allotment Option is not exercised.

(2)  The calculation of market capitalization is based on the assumptions that (i) the Global Offering has been completed; and (ii)
720,000,000 New Shares are expected to be issued under the Global Offering, and 3,000,000,000 Shares are issued and
outstanding immediately following the completion of the Capitalization Issue and the Global Offering.

(3)  The unaudited pro forma adjusted consolidated net tangible asset per Share is calculated after making the adjustments
referred to in “Appendix Il — Unaudited Pro Forma Financial Information” on page 11-1 of this prospectus and on the basis
that 3,000,000,000 Shares are issued and outstanding immediately following the completion of the Capitalization Issue and
the Global Offering.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$1,370.0 million (equivalent to approximately RMB1,140.6 million), assuming an Offer Price of
HK$2.10 per Offer Share (being the mid-point of the Offer Price range stated in this prospectus) and after
deducting the underwriting fees and commissions and estimated expenses payable by us in connection
with the Global Offering and assuming that the Over-allotment Option is not exercised. We intend to use
the net proceeds of the Global Offering for the purposes described below. Please see “Future Plans and

Use of Proceeds” on page 306 of this prospectus for further details.
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We intend to use the net proceeds from the Global Offering for the following purposes:

% of total
Amount estimated net
(RMB million) proceeds Intended use

570 50 Improving distribution and sales as well as marketing,
including (i) brand promotion, advertising and marketing,
(ii) expansion of our distributor points of sales overhaul
campaign, (iii) expansion of our international sales, and
(iv) development of our online platform, including online
sales promotion and marketing

342 30 Business expansion, including (i) purchases of new
automated production equipment and production
expansion and (ii) potential mergers and acquisitions

114 10  Research and development of products, improvement of
research and development facilities, and recruitment of
research and development personnel

114 10 General working capital

We will not receive any of the proceeds from the sale of the Sale Shares by the Selling Shareholder
in the Global Offering. In the event that we receive net proceeds from the Global Offering higher or lower
than the estimated amount stated above, we will increase or decrease the intended use of the net proceeds
for the above purposes on a pro rata basis.

LISTING EXPENSES

We incurred listing expenses of RMBO0.6 million, RMB&.7 million and RMB23.5 million in 2013,
2014 and 2015, respectively, of which RMB25.0 million were expensed and accounted for as part of our
administrative expenses and RMB7.8 million were accounted for as prepayments related to the listing of
the Company’s shares. We expect to incur a further RMB118.3 million of listing expenses for the
completion of the Global Offering (including underwriting commissions of RMB94.4 million, assuming
the Over-allotment Option is not exercised and based on an Offer Price of HK$2.10 per Offer Share
(being the mid-point of the Offer Price range stated in this prospectus), of which we expect to charge
RMB13.1 million to our consolidated statements of profit or loss and to account for RMB105.1 million as
a deduction from equity. The estimated listing expenses described above are the latest practicable
estimate and are for reference only. The actual amount and the accounting treatment may differ from this

estimate.

The underwriting commissions, the Stock Exchange trading fees, SFC transaction levies and other
expenses relating to the Sale Shares payable by the Selling Shareholder, are expected to be RMB3.9
million, assuming the Over-allotment Option is not exercised and based on an Offer Price of HK$2.10 per
Offer Share.

— 14 —
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RECENT DEVELOPMENTS

Subsequent to December 31, 2015, the date of the latest audited financial information appearing in
this prospectus, and up to the date of this prospectus, there was no material adverse industry, market,
operational (including sales performance) or regulatory development relating to our business or any other
event that materially and adversely affected our operating results or financial condition. The sales
volumes of our electric two-wheeled vehicles for the three months ended March 31, 2016 remained
relatively stable as compared to the corresponding period in 2015. The average sales prices of our electric
two-wheeled vehicles during this period increased as compared to the same period in 2015 as we began in
the fourth quarter of 2015 to phase out the previous discounts offered to our distributors. Our revenue and
overall cost of raw materials during this period also increased as compared to the same period in 2015. To
further enhance our liquidity position, we had total unutilized credit facilities amounting to RMB540.0
million (comprising RMB456.7 million in unutilized general credit facilities and RMB83.3 million in

unutilized banking facilities available for issuing bank acceptance bills) as of the Latest Practicable Date.
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In this prospectus, unless the context otherwise requires, the following expressions shall have
the meanings set forth below.

“Application Forms(s)” WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Application Form(s), or where the
context so requires, any of them, relating to the Hong Kong
Public Offering

“AQSIQ” the General Administration of Quality Supervision,
Inspection and Quarantine of the People’s Republic of

China (F#E A RGN B B9 508 2 B B A oA pe 48 )

“Articles” or “Articles of Association” the articles of association of the Company adopted on April
22,2016, which will become effective upon the Listing and
as amended from time to time, a summary of which is set
out in Appendix III to this prospectus

“associate(s)” has the meaning ascribed to it under the Listing Rules
“Board” the board of Directors of the Company
“Business Day” a day on which banks in Hong Kong are generally open for

normal banking business to the public and which is not a
Saturday, Sunday or public holiday in Hong Kong

“BVI” the British Virgin Islands

“CAGR” compound annual growth rate, a measurement to assess the
growth rate of value over time

“Capitalization Issue” the issue of Shares to be made upon capitalization of
certain sums standing to the credit of the share premium
account of the Company, as further described in the section
headed “Statutory and General Information — A. Further
Information About The Company And Our Subsidiaries —
3. Written resolutions of all our Shareholders passed on
April 22, 2016 in Appendix IV to this prospectus

“Cayman Companies Law” the Companies Law (as revised) of the Cayman Islands, as
amended or supplemented or otherwise modified from time
to time

“CCASS” the Central Clearing and Settlement System established

and operated by HKSCC
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“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or the “PRC”

“close associate(s)”

“CNAS”

“Companies Ordinance”

“Companies (Winding Up and

[}

Miscellaneous Provisions) Ordinance’

EE RT3

“Company”, “Our Company” or
“the Company”

“Concert Parties Arrangement”

“connected person(s)”

“Controlling Shareholders”

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

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual, joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

the People’s Republic of China excluding, for the purpose
of this prospectus, Hong Kong, the Macau Special
Administrative Region of China and Taiwan

has the meaning ascribed to it under the Listing Rules

China National Accreditation Service for Conformity
Assessment (1 S FEE B X R & B )

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

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

Yadea Group Holdings Ltd. (HE#i%E B A RAA), a
limited liability company incorporated in the Cayman
Islands on July 17, 2014 under the Cayman Companies
Law

the letter of confirmation and undertaking dated November
13,2015 executed by Mr. Dong and Ms. Qian in relation to
their concert parties arrangement, details of which are set
out in the section headed “Relationship with Controlling
Shareholders” in this prospectus

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules and,

unless the context requires otherwise, refers to Mr. Dong,
Ms. Qian, Dai Wei and Fang Yuan
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“core connected person(s)” has the meaning ascribed to it under the Listing Rules
“CSRC” China Securities Regulatory Commission (' [ 7 75 & &
EMEZEE)

“Dai Wei” Dai Wei Investment Company Limited (KZ#&H RA

), a company incorporated under the laws of BVI on July
18,2014 as DJG Holdings Limited and renamed as Dai Wei
Investment Company Limited (j(??!vif& ﬁﬁ[gﬁi\\ﬁ]) on
January 22, 2015, a Controlling Shareholder and wholly
owned by Mr. Dong

“Deed of Adherence” the deed of adherence dated June 15, 2015 entered into by
the Company, the Controlling Shareholders, the First
Pre-IPO Investor and the Second Pre-IPO Investor in
relation to the Second Pre-IPO Investment and in
accordance with the Pre-IPO Shareholders Agreement

“Ding Chen” Ding Chen Company Limited (4% A FR/2> 7)), a company
incorporated under the laws of the BVI on July 15, 2014 as
XSC Holdings Limited and renamed as Ding Chen
Company Limited (% LA R/ 7)) on January 22, 2015, a
Shareholder and wholly owned by Mr. Shuchang Xu (#F%F
)

“Ding Shun Qi” Ding Shun Qi Company Limited (S:IHZEARAF]), a
company incorporated under the laws of the BVI on July
15, 2014 as WJZ Holdings Limited and renamed as Ding
Shun Qi Company Limited (4#IHZEABRZ 7)) on January
22,2015, a Shareholder and wholly owned by Mr. Jiazhong
Wang (£ FKH)

“Director(s)” director(s) of the Company

“Eligible Applicants” applicants who have made valid applications for the Hong
Kong Offer Shares

“Fang Yuan” Fang Yuan Investment Company Limited (77 [Bl#% & A fR 2~
A]), a company incorporated under the laws of the BVI on
July 18, 2014 as QJH Holdings Limited and renamed as
Fang Yuan Investment Company Limited (J5 [Bl 4% & A R A
#]) on January 26, 2015, a Controlling Shareholder and
wholly owned by Ms. Qian

“First Pre-IPO Investment” the investment in the Company undertaken by the First

Pre-IPO Investor pursuant to the Pre-IPO Share
Subscription Agreement



DEFINITIONS

“First Pre-IPO Investor” Kuanjie (Cayman) Investment Center LP (previously
known as Broad Street (Cayman) Investment Center LP)

“Frost & Sullivan” Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.,
(i W s U A S (A m0) il A IR A /] B2 2 /D), an
Independent Third Party and a market research firm
engaged by the Company to prepare an industry report, the
details of which are set out in the section headed “Industry
Overview” in this prospectus

“Frost & Sullivan Report” the market research report on the electric two-wheeled
vehicle industry prepared by Frost & Sullivan and
commissioned by us

“GDP” gross domestic product

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

“GREEN Application Form(s)” the application form(s) to be completed by the HK eIPO

White Form Service Provider

ELINNT3

“Group”, “Our/our Group”, the Company and its subsidiaries
“We/we” or “us”

“Guangdong Yadea” Guangdong Yadea Technology Development Co., Ltd. (J&

ROE B 3 R AT BR A ), a company established under
the laws of the PRC on March 14, 2011 and our wholly
owned subsidiary

“Guangdong Yadea Motorcycle” Guangdong Yadea Motorcycle Co., Ltd. (J& $ 4l {845
PR/ F]), a company established under the laws of the PRC
on July 15, 2015 and our wholly owned subsidiary

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

“HK eIPO White Form Service Provider” the HK eIPO White Form service provider designated by
the Company, as specified on the designated website of HK
eIPO White Form at www.hkeipo.hk

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

“HKFRS” Hong Kong Financial Reporting Standards
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DEFINITIONS

“HKSCC” Hong Kong Securities Clearing Company Limited

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

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

People’s Republic of China

“Hong Kong Offer Shares” the 75,000,000 New Shares being initially offered by the
Company for subscription at the Offer Price pursuant to the
Hong Kong Public Offering (subject to adjustments as
described in the section headed “Structure of the Global
Offering” in this prospectus)

“Hong Kong Public Offering” the issue and offer for subscription of the Hong Kong Offer
Shares to the public in Hong Kong for cash (subject to
adjustment as described in “Structure of the Global
Offering”) at the Offer Price subject to and in accordance
with the terms and conditions described in this prospectus
and the Application Forms, as further described in the
section headed “Structure of the Global Offering — The
Hong Kong Public Offering” in this prospectus

“Hong Kong Share Registrar” Tricor Investor Services Limited, the Hong Kong share
registrar of the Company

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

“Hong Kong Underwriting Agreement” the underwriting agreement dated May 6, 2016 relating to
the Hong Kong Public Offering and entered into by the
Joint Global Coordinators, the Controlling Shareholders
and the Company as further described in the section headed
“Underwriting” in this prospectus

“Independent Third Party(ies)” person(s) or entity(ies) who/which is/are not a connected
person(s) (as defined in the Listing Rules) of the Company

“Inspection Announcement” the results of periodic inspections by PRC authorities
charged with conducting quality control inspections
(primarily local SAIC bureaus) of electric two-wheeled
vehicles in the market, normally published on the relevant
PRC authorities” website (& & 45 H A R)



DEFINITIONS

“International Offer Shares” the 675,000,000 Shares comprising 645,000,000 New
Shares and 30,000,000 Sale Shares being initially offered
for subscription and purchase at Offer Price under the
International Offering together with, where relevant, any
Shares that may be issued by the Company pursuant to the
exercise of the Over-allotment Option (subject to
adjustments as described in the section headed “Structure
of the Global Offering” in this prospectus)

“International Offering” the offer of the International Offer Shares by the
International Underwriters at the Offer Price (i) in the
United States to qualified institutional buyers in reliance
on Rule 144 A under the U.S. Securities Act and (ii) outside
the United States in offshore transactions in accordance
with Regulation S, as further described in the section
headed “Structure of the Global Offering” in this
prospectus

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

“International Underwriting Agreement” the international underwriting agreement relating to the
International Offering expected to be entered into on or
around May 12, 2016 by, among others, the Selling
Shareholder, the Joint Global Coordinators, the
International Underwriters, the Controlling Shareholders
and the Company, as further described in the section
headed “Underwriting — Underwriting Arrangement and
Expenses — The International Offering” in this prospectus

“Jiangsu Xindi” Jiangsu Xindi Technology Development Co., Ltd. (YLE&#r
PR AR /AT, a company established under the
laws of the PRC on April 28, 2014 and our wholly owned
subsidiary

“Jiangsu Yadea” Jiangsu Yadea Technology Development Co., Ltd. (VL#fHE
PR AR /AT]), a company established under the
laws of the PRC as Wuxi Dongshi Vehicle Industry Co.,
Ltd. (M #ERFEARAF) on June 20, 2001 and
renamed as Jiangsu Dongshi Yadea Technology
Development Co., Ltd. (VLf#f 2 [CHE B8 e A7 BR 2 A
on December 22, 2005 and as Jiangsu Yadea Technology
Development Co., Ltd. (7LfHE# R 5 98 B H R A F]) on
December 18, 2006, and our wholly owned subsidiary



DEFINITIONS

“Jin Hui” Jin Hui Company Limited (83452 F]), a company
incorporated under the laws of the BVI on July 15, 2014 as
CXR Holdings Limited and renamed as Jin Hui Company
Limited (#i## A FR /A A]) on January 22, 2015, a Shareholder
and wholly owned by Mr. Xuerong Chen (P 25 4%)

“Joint Bookrunners” and “Joint Lead in respect of the Hong Kong Public Offering, China
Managers” Securities (International) Corporate Finance Company
Limited, J.P. Morgan Securities (Asia Pacific) Limited,
Huatai Financial Holdings (Hong Kong) Limited and
Alliance Capital Partners Limited, and in respect of the
International Offering, China Securities (International)
Corporate Finance Company Limited, J.P. Morgan
Securities plc, Huatai Financial Holdings (Hong Kong)
Limited and Alliance Capital Partners Limited

“Joint Global Coordinators” China Securities (International) Corporate Finance
Company Limited, J.P. Morgan Securities (Asia Pacific)
Limited, Huatai Financial Holdings (Hong Kong) Limited
and Alliance Capital Partners Limited

“Ke Ding” Ke Ding International Company Limited (B &% B F5 A FR 2
A]), a company incorporated under the laws of the BVI on
July 15,2014 as LYM Holdings Limited and renamed as Ke
Ding International Company Limited (B} & B B A R A
on January 22, 2015, a Shareholder and wholly owned by
Mr. Yeming Liu (%] HER)

“LAT” land appreciation tax (LML {EFL), as defined in the
Provisional Regulations of the People’s Republic of China
on Land Appreciation Tax (' #E A B 3 A1 ] 1 Hb 394 (E Bl 37
f7fl) and the Detailed Implementation Rules on the

Provisional Regulations of the People’s Republic of China
on Land Appreciation Tax ("3 A R 3 A B + b 34 (5 81T
W5 B it 4 1))

“Latest Practicable Date” April 29, 2016, being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining
certain information contained in this prospectus

“Ling Yun” Ling Yun Company Limited (% ZE A FR/AF]), a company
incorporated under the laws of the BVI on July 15, 2014 as
ZCY Holdings Limited and renamed as Ling Yun Company
Limited (EZEAMWAA) on January 22, 2015, a
Shareholder and wholly owned by Mr. Chaoyang Zhou (J#
F)



DEFINITIONS

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Main Board”

“Memorandum”

“Ming Sheng”

“Minority Shareholder Holdcos”

“Minority Shareholders”

“MOFCOM”

“Mr. Dong”

“Ms. Qian”

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

the Listing Committee of the Stock Exchange

the date on which dealing in the Shares first commences on
the Main Board

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

the stock exchange (excluding the option market) operated
by the Stock Exchange which is independent from and
operated in parallel to the Growth Enterprise Market of the
Stock Exchange

the memorandum of association of the Company adopted
on April 22, 2016, which will become effective upon
Listing and as amended from time to time, a summary of
which is set out in Appendix III to this prospectus

Ming Sheng Company Limited (BIEAMRAF), a
company incorporated under the laws of the BVI on July
15, 2014 as CMY Holdings Limited and renamed as Ming
Sheng Company Limited (FE AR/ AE]) on January 22,
2015, a Shareholder and wholly owned by Mr. Mingyou
Chen (FE#5 &)

Ke Ding, Ming Sheng, Jin Hui, Ding Shun Qi, Zhi Cheng,
Ding Chen and Ling Yun

Mr. Yeming Liu (#/HEH]), Mr. Mingyou Chen ({45 %),
Mr. Xuerong Chen (B %5 4§), Mr. Jiazhong Wang (&K H),
Mr. Bo Xue (B%J¥%), Mr. Shuchang Xu (FF#F#) and Mr.
Chaoyang Zhou (J&%1[5)

Ministry of Commerce of the PRC (3 A [ 0[5 7 455
)

Mr. Jinggui Dong (%8 #), the husband of Ms. Qian and
our Chairman, executive Director and Controlling
Shareholder

Ms. Jinghong Qian (£ #%4L), the wife of Mr. Dong and our

vice Chairman, executive Director and Controlling
Shareholder



DEFINITIONS

“National Standards” the General Technical Requirement for Electric Bicycles
(National Standards, GB17761-1999) (& ®) [ 17HL% 4%
flif& 14> ), promulgated by the AQSIQ on May 28, 1999,
which came into effect on October 1, 1999

“NDRC” the National Development and Reform Commission of the
People’s Republic of China (713 A [0 2 [0 5¢ 5% )i £
W B )

“New Shares” the new Shares initially being offered by the Company for

subscription at the Offer Price under the Global Offering

“Offer Price” the final offer price per Offer Share (exclusive of a
brokerage fee of 1.0%, an SFC transaction levy of 0.0027%
and a Stock Exchange trading fee of 0.005%) of not more
than HK$2.48 and expected to be not less than HK$1.72,
such price to be agreed upon by the Company and the Joint
Global Coordinators (on behalf of the Underwriters) on or
before the Price Determination Date

“Offer Shares” the Hong Kong Offer Shares and the International Offer
Shares
“Ordinary Shares” ordinary shares with par value of US$0.00001 each in the

share capital of the Company

“Our/our PRC Legal Advisors” Beijing Lu Tong United Law Firm, our PRC legal advisors
as to PRC laws

“Over-allotment Option” the option to be granted by the Company to the
International Underwriters, exercisable by CSCI on behalf
of the International Underwriters, pursuant to which the
Company may be required to allot and issue up to an
aggregate of 112,500,000 New Shares (representing in
aggregate 15% of the Shares initially being offered under
the Global Offering) at the Offer Price to, among other
things, cover over-allotment in the International Offering,
details of which are described in the section headed
“Structure of the Global Offering” in this prospectus

“PBOC” People’s Bank of China (9B A R4R1T)
“Pre-IPO Investments” the investments in the Company undertaken by the Pre-IPO
Investors before the Listing, details of which are set out in

the section headed “History, Development and
Reorganization — Pre-IPO Investments” in this prospectus
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DEFINITIONS

“Pre-IPO Investors” the First Pre-IPO Investor and the Second Pre-IPO Investor

“Pre-IPO Share Subscription Agreement”  the share subscription agreement dated October 27, 2014
entered into by, among others, the Company, the First
Pre-IPO Investor, the Controlling Shareholders, Yadea
Group Management and Yadea HK in respect of the
subscription of the Series A Preferred Shares by the First
Pre-1PO Investor

“Pre-IPO Shareholders Agreement” the shareholders agreement dated October 27, 2014 (as
supplemented by an amendment agreement dated
December 30, 2014) entered into by and among the
Company, the First Pre-IPO Investor, the Controlling
Shareholders, the Minority Shareholder Holdcos, the
Minority Shareholders and the Pre-IPO Investment
Subsidiaries in relation to the management and operation
of the Group, which will be terminated upon the Listing

>

“Pre-IPO Investment Subsidiaries’ Yadea Group Management, Yadea HK, Wuxi Consulting,
Yadea Group, Zhejiang Yadea, Jiangsu Yadea, Guangdong
Yadea, Yadea Import Export, Tianjin Industry and Tianjin

Weiye

“Price Determination Date” on or before May 12, 2016 or such later time as may be
agreed by the Company and the Joint Global Coordinators
(on behalf of the Underwriters) at which time the Offer
Price is determined

“qualified institutional buyers” qualified institutional buyers as defined by Rule 144A
or “QIBs” under the U.S. Securities Act
“Qualified IPO” for purposes of the Pre-IPO Shareholders Agreement, an

initial public offering in connection with which (i)
ordinary shares of the Company will be listed on the Main
Board of the Stock Exchange or another domestic or
international stock exchange approved by the First Pre-IPO
Investor; (ii) the capitalization of the Company shall be no
less than an amount equivalent to RMB2,835,000,000
(excluding any new shares of the Company issued in such
initial public offering in the calculation of market
capitalization); and (iii) the shares of the Company held by
the First Pre-IPO Investor are expected to gain full
liquidity after the expiration of any lock-up period required
by applicable stock exchange rules and/or the underwriters
of the offering; the parties to the Pre-IPO Shareholders
Agreement have agreed that the Global Offering shall
constitute a Qualified IPO



DEFINITIONS

“Regulation S” Regulation S under the U.S. Securities Act

“Reorganization” the reorganization of the companies within our Group as
set out in the section headed “History, Development and
Reorganization” in this prospectus, pursuant to which the
Company has become the holding company of the other
companies comprising the Group

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

“SAFE” State Administration of Foreign Exchange ([ %4} i 4 3!
JA)) of the PRC

“SAIC” State Administration for Industry and Commerce of the
PRC (3 A\ R A0 B B 5 T A7 B BEARR) )

“Sale Shares” the Shares to be offered by the Selling Shareholder for sale
at the Offer Price under the Global Offering

“Sanction Laws Legal Advisors” Paul Hastings LLP, our legal advisor as to U.S. and
European Union sanctions laws and HWL Ebsworth
Lawyers, our legal advisor as to Australian sanctions laws
in connection with export of our Group’s products in Iran,
Sudan and Russia

“SASAC” State-Owned Assets Supervision and Administration
Commission of the State Council (BB BA & & B8
% B ) of the PRC

“SAT” State Administration of Taxation (B ZBHAJE) of the
PRC

th)

“Second Pre-IPO Investment the investment in the Company undertaken by the Second
Pre-IPO Investor pursuant to the Series A Preferred Shares

Transfer Agreement

“Second Pre-IPO Investor” Junjin Investment Management Ltd
“Selling Shareholder” Kuanjie (Cayman) Investment Center LP, the First Pre-IPO
Investor



DEFINITIONS

“Series A Preferred Shares”

“Series A Preferred Shares Transfer
Agreement”

“SFC”

“SFO”

“Shanghai Yadea”

“Share(s)”

“Shareholder(s)”

“Share Option Scheme”

“Sole Sponsor” or “ CSCI”

“Stabilizing Manager”

“State Council”

“Stock Exchange”

“subsidiaries”

the series A convertible preferred shares with a par value of
US$1.00 each (each of which was subdivided into 100,000
series A convertible preferred shares with a par value of
US$0.00001 on August 28, 2015) in the capital of the
Company issued to the First Pre-IPO Investor pursuant to
the Pre-IPO Share Subscription Agreement on October 27,
2014

the share transfer agreement dated June 11, 2015 entered
into by the First Pre-IPO Investor and the Second Pre-IPO
Investor in respect of the transfer of certain Series A
Preferred Shares by the First Pre-IPO Investor to the
Second Pre-IPO Investor

The Securities and Futures Commission of Hong Kong

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

Shanghai Yadea Investment Co., Ltd. (I &4 R
/3 7)), a company under the laws of the PRC on May 15,
2015 and our wholly owned subsidiary

Ordinary Share(s) and Series A Preferred Share(s), and,
upon completion of the Global Offering, Ordinary Share(s)

holder(s) of our Share(s)

the share option scheme conditionally adopted by the
written resolutions of all Shareholders of the Company
passed on April 22, 2016, the principal terms of which are
summarized in the section headed “Statutory and General
Information — D. Other Information — 1. Share Option

Scheme” in Appendix IV to this prospectus

China Securities (International) Corporate Finance
Company Limited

China Securities (International) Corporate Finance
Company Limited

the State Council of the PRC ([ ZfE A 3 A7 [38 B) %5 B )
The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules



DEFINITIONS

“substantial shareholder” has the meaning ascribed to it under the Listing Rules

“Tianjin Industry” Tianjin Yadea Industry Co., Ltd. (K HEHE# B 3 A R A A),
a company established under the laws of the PRC on
January 25, 2011 and our wholly owned subsidiary

“Tianjin Weiye” Tianjin Yadea Weiye Vehicle Co., Ltd. (K FHEHE {5 3£ H 2
A BRZAF]), a company established under the laws of the
PRC on August 25, 2009 and our wholly owned subsidiary

“Track Record Period” the three financial years ended December 31, 2015

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

“U.S. GAAP” the generally accepted accounting principles of the U.S.
“U.S. Securities Act” the United States Securities Act of 1933, as amended and

supplemented or otherwise modified from time to time, and
the rules and regulations promulgated thereunder

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

International Underwriting Agreement

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

“VAT” value added tax

“WHITE Application Form(s)” the application form(s) for use by the public who require

such Hong Kong Offer Shares to be issued in the
applicants’ own names

“Wuxi Consulting” Wuxi Yadea Consulting Co., Ltd. (48544 55504 BR A
A]), a company established as a sino-foreign enterprise
under the laws of the PRC on June 30, 2014 and our wholly
owned subsidiary



DEFINITIONS

“Wuxi Yuanjiabai”

“Yadea Group”

“Yadea Group Management”

“Yadea HK”

“Yadea Import Export”

“Yadea Sales”

“YELLOW Application Form(s)”

“Zhejiang Yadea”

Wuxi Yuanjiabai Enterprise Management Consulting Co.,
Ltd. (&S oEE BEEMHBHAMRAF), a company
established under the laws of the PRC on March 13, 2014.
It is held by Mr. Dong as to 67.3%, Ms. Qian as to 28.5%,
Mr. Yeming Liu (¥|#EH]) as to 1.7%, Mr. Mingyou Chen
(B4 %) as to 0.7%, Mr. Jiazhong Wang (£ K H) as to
0.65%, Mr. Shuchang Xu (#&F#) as to 0.35%, Mr. Bo
Xue (FEJH) as to 0.35%, Mr. Xuerong Chen (B 25 %%) as to
0.23% and Mr. Chaoyang Zhou (JA#1F%) as to 0.22%

Yadea Technology Group Co., Ltd. (H#R} 47 42 5 A BR
A]), a company established under the laws of the PRC as
Jiangsu Yadea Investment Co., Ltd. (VL8 ffE 4 5 & A7 BR 2
H]) on December 17, 2010 and renamed as Yadea
Technology Group Co., Ltd. (HE#IFH 5 H AR A H]) on
August 11, 2011, and our wholly owned subsidiary

Yadea Group Management Holdings Limited, a company
incorporated under the laws of the BVI on July 24, 2014
and our wholly owned subsidiary

Yadea HK Holdings Limited, a company incorporated in
Hong Kong under the Companies Ordinance on August 5,
2014 and our wholly owned subsidiary

Wuxi Yadea Import and Export Co., Ltd. (85 HE 4 i H 1
A BRZAF]), a company established under the laws of the
PRC on April 5, 2007 and our wholly owned subsidiary

Yadea Technology Group Sales Co., Ltd. (H £} 4% £ 5 &4
EH B/ A]), a company established under the laws of the
PRC on February 7, 2014 and our wholly owned subsidiary

the application form(s) for use by the public who require
such Hong Kong Offer Shares to be deposited directly into
CCASS

Zhejiang Yadea Motorcycle Co., Ltd. (W 7Lk B 5 A R
/3 7)), a company established under the laws of the PRC as
Cixi Zhongshen Motorcycle Co., Ltd. (241 7% W EEFCH AT
FR/AF]) on September 28, 2002 and renamed as Cixi
Kangxin Motorcycle Co., Ltd. (1% H&EELH A RA 7))
on March 28, 2006 and Zhejiang Yadea Motorcycle Co.,
Ltd. (714 i 54 FR/A 7)) on December 28, 2009, and
our wholly owned subsidiary
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DEFINITIONS

“Zhi Cheng” Zhi Cheng Company Limited GE# A FR/A ), a company
incorporated under the laws of the BVI on July 15, 2014 as
XB Holdings Limited and renamed as Zhi Cheng Company
Limited (E#AMAF) on January 22, 2015, a
Shareholder and wholly owned by Mr. Bo Xue (B i)

The English translations of the names of PRC entities, enterprises, nationals, facilities, regulations
from Chinese or another language included in this prospectus are for identification purposes only. To the
extent there is any inconsistency between the Chinese names of the PRC entities, enterprises, nationals,

facilities, regulations and their English translations, the Chinese names shall prevail.



GLOSSARY OF TECHNICAL TERMS

usage of these terms.

This glossary contains technical terms used in this prospectus as they relate to our business. As
such, these terms and their meanings may not always correspond to the standard industry meaning or

“ABS plastics”

“CCC”

“CRM”

“DC-to-DC converter”

“E-ABS”

“electric two-wheeled vehicle(s)”
“GFA”

“GPRS”

“GPS”

“GT”

“GT_R”
“ICP”

“Internet of Things”

“IPM”
“ISO”

s

“Lean Production System’

“PARC”

“PWM”

acrylonitrile butadiene styrene plastics

China Compulsory Certificate, a statutory compulsory
safety certification system aimed at protecting the rights
and interests of consumers and safeguarding the safety of
consumers and their property

customer relationship management

an electronic circuit which converts a source of direct
current (DC) from one voltage level to another

electronic antilock braking system
electric scooter(s) and electric bicycle(s)
gloss floor area

general packet radio service

global positioning system

a performance or luxury automobile capable of high speeds
or of being driven for long-distances

Gran Turismo Racing
Internet Content Provider

interconnection of computer devices within an internet
infrastructure

interior permanent magnet
International Organization for Standardization

a system aimed at reducing raw material inventories and
costs

the total number of vehicles on roads

pulse-width modulation, a technique used to encode a
message into a pulsing signal



FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to the
Company and its subsidiaries that are based on the beliefs of our management as well as assumptions
made by and information currently available to our management. All statements other than statements of
historical fact contained in this prospectus, including, without limitation, those regarding our future
financial position, strategies, plans, objectives, goals and targets, future developments in the markets
where we participate or are seeking to participate and any statements preceded by, followed by or that

tt)

include the words “aim”, “anticipate”, “believe”, “could”, “estimate”, “expect”, “going forward”,

EEINNTS ELINNT3 EEINNTS

“intend”, “may”, “ought to”, “plan”, “project”, “seek”, “should”, “will”, “would” and similar expressions
or the negative thereof, are forward-looking statements. These forward-looking statements are based on
numerous assumptions regarding our present and future business strategies and the environment in which
we will operate in the future. These forward-looking statements reflecting our current views with respect
to future events are not a guarantee of future performance and involve known and unknown risks,
uncertainties, assumptions and other factors, some of which are beyond our control, which may cause our
actual results, performance or achievements, or industry results to be materially different from any future
results, performance or achievements expressed or implied by the forward-looking statements.

Important factors that could cause our actual results, performance or achievements to differ
materially from those in the forward-looking statements include, without limitation, the risk factors set
forth under the section headed “Risk Factors” in this prospectus and the following:

o our operations and business prospects;

° future developments, trends and competition in the industry and markets in which we operate;

° products under development or planning;

° our business strategies, plans, objectives and goals;

° our capital expenditure plans and ability to reduce costs;

° our dividend distribution plans;

° the prospective financial information regarding our business;

° our future financial conditions and results of operations;

° the amount and nature of, and potential for, future development of our business;

o general economic, political and business conditions in the world and in the markets in which

we operate;

o regulatory changes and operating conditions in the markets in which we operate.



FORWARD-LOOKING STATEMENTS

Subject to the requirements of applicable laws, rules and regulations, we do not have any and
undertake no obligation to update or otherwise revise the forward-looking statements in this prospectus,
whether as a result of new information, future events or otherwise. As a result of these and other risks,
uncertainties and assumptions, the forward-looking events and circumstances discussed in this
prospectus might not occur in the way we expect, or at all, and such forward-looking statements do not
guarantee any future performance. Accordingly, you should not place undue reliance on any
forward-looking information. All forward-looking statements contained in this prospectus are qualified

by reference to the cautionary statements set out in this section.
In this prospectus, unless otherwise stated or required by the context, statements of or references to

our intentions or those of any of our Directors are made as of the date of this prospectus. Any such

intentions may change in light of future developments.



RISK FACTORS

You should carefully consider all of the information in this prospectus, including the risks and
uncertainties described below and the accountants’ reports included in Appendix I to this prospectus,
before making an investment in our Shares. You should pay particular attention to the fact that
substantially all of our operations are in China, the legal and regulatory environment of which differs
in certain respects from that which prevails in other countries. Our business, financial condition,
results of operations or prospects may be materially and adversely affected by any of these risks and
the trading price of our Shares may decline as a result. You may lose all or part of your investment.

We believe that there are certain risks involved in our operations, some of which are beyond our
control. These risks can be broadly categorized into: (i) risks relating to our business; (ii) risks relating to
the electric two-wheeled vehicle industry; (iii) risks relating to doing business in China; and (iv) risks
relating to the Shares and the Global Offering.

RISKS RELATING TO OUR BUSINESS

Our success is dependent on our continued innovation and successful launches of new products and
promoting our brand through marketing investments, and we may not be able to anticipate or make
timely responses to changes in the preferences of consumers.

The success of our operations depends on our ability to identify market trends and introduce new or
enhanced products accordingly in a timely manner. Consumer preferences differ across and within each
of the regions in which we operate and shift over time in response to changes in demographic and social
trends, economic circumstances and the marketing efforts of our competitors. There can be no assurance
that our existing product models will continue to be accepted by consumers or that we will be able to
anticipate or respond to changes in consumer preferences in a timely manner. Our failure to anticipate,
identify or react to these particular preferences could adversely affect our sales performance and our
profitability. In addition, demand for many of our consumer products is closely linked to consumer
purchasing power and disposable income levels, which may be adversely affected by unfavorable
economic developments in the countries in which we operate.

We devote significant resources to new product development and product extensions. However, we
may not be successful in developing innovative new products, and our new products may not be
commercially successful. To the extent that we are not able to effectively gauge the direction of our key
markets and successfully identify, develop and manufacture new or improved products in these changing
markets, our financial results and our competitive position will suffer. Moreover, there are inherent
market risks associated with new product introductions, including uncertainties about marketing and
consumer acceptance, and there can be no assurance that we will be successful in introducing new
products. We may expend substantial resources developing and marketing new products which may not
achieve expected sales levels.

In addition, we may not be successful in maintaining or strengthening our brand image. We seek to
maintain and strengthen our brand image through marketing investments, including advertising,
consumer promotions and trade promotions. Maintaining and strengthening our brand image depends on
our ability to adapt to a rapidly changing media environment, including our increasing reliance on social
media and online dissemination of advertising campaigns. If we do not maintain and strengthen our brand
image, our business, financial condition, results of operations and prospects could be materially and
adversely affected.
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We rely substantially on third party distributors and our success depends on our distribution and
logistics networks.

We rely on our distribution network to sell our products. As of December 31, 2015, our distribution
network spanned each of the provinces of China and in total consisted of more than 1,700 distributors.
There can be no assurance that we will be able to maintain our existing relationships with distributors or
to develop relationships with replacement distributors on favorable terms. There can also be no assurance
that our existing distributors will be able to maintain past levels of sales or expand their sales. In addition,
as we seek to expand into new regions and to increase our market penetration in our existing regions,
there can be no assurance that we will be able to successfully establish relationships with new distributors
in these regions on favorable terms or at all.

Furthermore, there can be no assurance that we will be successful in managing our distributors and
detecting non-compliance with the provisions of our distribution agreements by them. For example,
certain of our distributors modified our products during the Track Record Period in violation of relevant
regulations and were fined or censured for such violations. Although, as advised by our PRC Legal
Advisors, we had no legal responsibility for the violation of our distributors, this or any other
non-compliance by our distributors could, among other things, negatively affect our brand reputation,
demand for our products and our relationships with other distributors. Any of these could have a material
and adverse effect on our business, financial condition, results of operations and prospects.

Moreover, our ability to source, transport and sell products is critical to our success across our
operations. Damage or disruption to our distribution logistics due to disputes, weather, natural disasters,
fire, explosions, terrorism, pandemics or labor strikes could impair our ability to distribute or sell our
products. Failure to take adequate steps to mitigate the likelihood or potential impact of such events, or to
effectively manage such events if they occur, could adversely affect our business, financial condition and
results of operations, as well as require additional resources to restore our supply chain.

We depend significantly on our pricing power and our bargaining power with suppliers and may be
materially and adversely affected if we are forced to lower the prices of our products or purchase
raw materials at higher prices.

We may be forced to adjust the prices of our products in accordance with market conditions. For
example, the average selling prices of our electric vehicles decreased for 2015 as compared to 2014 as we
offered discounts to our products, partly in response to market competition (as competitors were able to
lower their prices due to decreases in the market prices of raw materials), during the period from the
second half of 2014 to the third quarter of 2015. Though our financial results for 2015 were not materially
and adversely affected by this decrease in the prices of our products (as the decreases were offset by
decreases in our cost of sales and resulted in an increased sales volume), we cannot assure you that we
will not experience any material and adverse effect on our financial results if we lower the prices of our
products in future. Even slight decreases in the average selling prices of our products have a significant
impact on our financial results. For example, if the actual average selling price of our electric
two-wheeled vehicles had decreased by five percent, we would have had net losses in 2013 and 2014, and
had only a small amount of net profit for 2015, assuming all other factors remained constant. In addition,
we also depend significantly on our bargaining power with our suppliers. Even slight increases in the cost
of our raw materials have a significant impact on our financial results. For example, if the cost of our raw
materials had increased by five percent during the Track Record Period, we would have had net losses in
2013, and had only a small amount of net profit for 2014 and 2015, assuming all other factors remained
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constant. See “Financial Information — Sensitivity Analysis” in this prospectus for further details. Any
need to reduce the selling prices of our products in the future, including in response to increased market
competition or general economic conditions, or any increase in the prices of our raw materials may have
a material adverse impact on our business, financial condition, results of operations and prospects where

there is no corresponding reduction in our raw material and production costs.

We rely substantially on external suppliers for certain components of our products.

Batteries, motors, tires, battery chargers and controllers are the main raw materials we purchase
from external suppliers for use in our operations, and a continuous and stable supply of these raw
materials that meet our standards is crucial to our operations. We expect to continue to rely on external
suppliers for a substantial percentage of our production requirements in the future. We normally enter
into one-year procurement agreements with our raw material suppliers and we did not enter into any
long-term agreements with any of our raw material suppliers during the Track Record Period. In
particular, we are reliant on two main suppliers of batteries for our electric two-wheeled vehicles. In
addition, we also procure a significant portion of electric motors (approximately 55% in 2015) from
multiple, external suppliers. There can be no assurance that we will continue to be able to source
batteries, electric motors or the other main raw materials we use in our electric two-wheeled vehicles at
a reasonable price or at all. For example, our raw material suppliers may increase the prices for the
materials we purchase and/or experience disruptions in their production of these raw materials. In the
event that our supply of raw materials is interrupted for whatever reason or there are significant increases
in the prices of these raw materials, our business, financial condition, results of operations and prospects

may be materially and adversely affected.

We had net current liabilities as of December 31,2013, 2014 and 2015 and cannot assure you that we
will not continue to record net current liabilities in the future or experience liquidity problems.

We recorded net current liabilities of RMB249.0 million, RMB322.8 million and RMB221.5 million
as of December 31, 2013, 2014 and 2015, respectively, primarily relating to our use of bank acceptance
bills to make payments for raw materials to our suppliers and our investment in property, plant and
equipment and land use rights for our production facilities. For additional details on our net current
liabilities, see “Financial Information — Liquidity and Capital Resources — Net Current Liabilities”.
During the Track Record Period, we funded our liquidity and capital requirements primarily with cash
inflows from our operating activities. We seek to maintain a balance between continuity of funding and
flexibility through the combined use of projected cash flows from our operations, shareholders’ capital
injections and bank borrowings. We cannot assure you that we will not experience liquidity problems in
the future as a result of our net current liabilities position. For example, our suppliers may stop accepting
bank acceptance bills as payment for raw materials and we may experience disruptions to our operating
cash flows from slowdowns in our sales or increased credit terms offered to customers. As of the Latest
Practicable Date, we had total unutilized credit facilities amounting to RMB540.0 million (comprising
RMB456.7 million in unutilized general credit facilities and RMB83.3 million in unutilized banking
facilities available for issuing bank acceptance bills). There can be no assurance that these facilities will
continue to be available or that we would be able to obtain other financing on favorable terms or at all in
the event of any liquidity problems. Any liquidity problems, could have a material adverse effect on our

business, financial condition, results of operations and prospects.
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We may be materially and adversely affected by negative publicity.

We rely heavily on our brand image to sell our products. Negative publicity relating to our products,
brand, employees, operations, distributors, industry or products similar to ours, adversely affects
consumer perceptions of our products and results in decreased demand for our products. There have been
various negative reports regarding our products, distributors and Company in the past, including in both
online and traditional media, and there can be no assurance that we will not experience negative publicity
in the future or that such negative publicity will not have a material adverse effect on our business, results
of operations, financial condition or prospects.

We may fail to comply with legal or regulatory requirements or to obtain or adhere to requirements
under relevant licenses or permits.

Our manufacturing and other production facilities as well as the packaging, storage, distribution,
advertising and labeling of our products, are subject to extensive legal and regulatory requirements. For
example, pursuant to the Regulation on the Administration of Production Licenses for Industrial Products
of the PRC (' #E A R AL AN B T3 7 ) A 2 #F nl 95 % B0 1)) and Measures for the Implementation of the
Regulation on the Administration of Production Licenses for Industrial Products of the PRC ({3 A\ &3t
B T3 7 AR E R R AR A PG 9) B i EYS ), we must maintain the Production License for National
Industrial Products for the production of our electric two-wheeled vehicles. Loss of or failure to renew or
obtain necessary permits, licenses, registrations or certificates could delay or prevent us from meeting
product demand, introducing new products, building new facilities or acquiring new businesses and could
materially and adversely affect our operating results. If we are found to be in violation of applicable laws
and regulations, we could be subject to civil remedies, including fines, injunctions, recalls or asset
seizures, as well as potential criminal sanctions, any of which could have a material adverse effect on our
business, financial condition, results of operations and prospects. In addition, future material changes in
industry standards, laws and regulations, such as increased restrictions on manufacturers, could result in
increased operating costs or affect our ordinary operations, which could also have a material adverse
effect on our operations and our financial results. Please refer to the section headed “Regulatory
Overview” for additional details regarding the permits, licenses, registrations and other requirements
applicable to us, our subsidiaries and affiliates. We largely rely on our self-established standards
concerning the production and quality control of such products. While we are committed to producing
high quality products, there can be no assurance that our current production or quality control standards
will satisfy any application laws and regulations that may come into effect in the future.

Our operations may be interrupted by production difficulties due to mechanical failures, utility
shortages or stoppages, fire, acts of God or other calamities at or near our facilities.

We are reliant on equipment and technology in our facilities for the production and quality control
of our products, and our operations are subject to production difficulties such as production facility
capacity constraints, mechanical and systems failures and the need for construction and equipment
upgrades, any of which may cause the suspension of production and reduced output. There can be no
assurance that we will not experience problems with our equipment or technology in the future or that we
will be able to address any such problems in a timely manner. Problems with key equipment or
technology in one or more of our production facilities may affect our ability to produce our products or
cause us to incur significant expense to repair or replace such equipment or technology. Also, scheduled
and unscheduled maintenance programs may affect our production output. Any of these could have a
material adverse effect on our business, financial condition, results of operations and prospects.
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Furthermore, we depend on a continuous supply of utilities, such as electricity and water, to operate
our production facilities. Any disruption to the supply of electricity or other utilities to our production
facilities may disrupt our production, or cause the deterioration or loss of our inventory. This could
adversely affect our ability to fulfill our sales orders and consequently may have an adverse effect on our
business and results of operations. In addition, our operations are subject to operational risks. Fire,
earthquakes, natural disasters, pandemics or extreme weather, including droughts, floods, excessive cold
or heat, typhoons or other storms, could cause power outages, fuel shortages, water shortages, damage to
our production, processing or distribution facilities or disruption of transportation channels, any of which
could impair or interfere with our operations. There can be no assurance that such events will not happen
in the future or that we will take adequate steps to mitigate the likelihood or potential impact of similar
events, or to effectively respond to such events if they occur, which could materially and adversely affect
our business, financial condition, results of operations and prospects.

Our success depends on our ability to retain our core management team and other key personnel.

Our performance depends on the continued service and performance of our Directors and senior
management as they are expected to play an important role in guiding the implementation of our business
strategies and future plans. If any of our Directors or any members of our senior management were to
terminate their service or employment, there can be no assurance that we would be able to find suitable
replacements in a timely manner, at acceptable cost or at all. The loss of services of key personnel or the
inability to identify, hire, train and retain other qualified and managerial personnel in the future may
materially and adversely affect our business, financial condition, results of operations and prospects.

Our distributors may accumulate excess or obsolete inventory and any excessive build-up of
inventory could affect the volume of future orders from our distributors and thus have a material
adverse impact on our business.

In China, our principal market, we sell all of our products to our distributors, who maintain their
own inventories of our products. Our distributors in turn distribute our products to end customers through
their own points of sales or sub-distributors. Our distributors may be unable to sell an adequate amount of
their inventories of our products in a given period, which may result in a build-up of inventory at our
distributors. In such an event, these distributors likely would reduce future orders until their inventory
levels realign with demand. For details on our distribution agreements, please see the section headed
“Business — Sales and Distribution Network”. As such, any excessive build-up of inventory by our
distributors could reduce the volume of future orders that we receive from our distributors and thus may
have a material adverse impact on our sales and, accordingly, our financial condition and results of
operations.

We may not be able to adequately protect our intellectual property and know-how and we may
infringe the intellectual property rights of others.

We rely heavily on our brand, and our continued success and growth depend upon our ability to
protect and promote our brand. Counterfeit products and imitations of our brand are potential threats to
the strength of our brand, which could reduce demand for our products.

We believe that our current intellectual property rights, and those for which we have pending

applications, provide protection to our business and are all the rights necessary for our operations.
However, there can be no assurance that our intellectual property applications, including but not limited
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to the applications for trademark registration of the names of our newly introduced products, will be
approved, that any of our intellectual property rights will adequately protect our intellectual property,
that such intellectual property rights will not be challenged by third parties or found to be invalid or
unenforceable or that our patents will be effective in preventing third parties from utilizing similar
business models, approaches or brand names to offer similar products. We may also be subject to
disputes, claims or litigation involving our intellectual property rights or third-party intellectual property
rights and we may infringe third party intellectual property rights. For further details of a current dispute
relating to intellectual property rights in which we are involved, see “Business — Legal Proceedings and
Compliance”. Any of these developments could disrupt our business and divert our management’s
attention from our operations. The costs associated with such disputes, claims or litigation may be
substantial and any of these risks could have a material adverse effect on our brand image, business,
financial condition, results of operations and prospects.

The preferential tax treatment that we enjoy for a portion of our operations in China may be altered
or terminated or our qualification may be lost or challenged.

We were entitled to certain preferential tax rates in relation to a portion of our operations during the
Track Record Period. One of our subsidiaries, Jiangsu Yadea, qualified for a preferential tax rate of 15%
during 2013 and another of our subsidiaries, Tianjin Industry, was qualified for a preferential tax rate of
15% during 2014 and 2015. Tianjin Industry is expected to be entitled to the preferential tax rate of 15%
until December 31, 2016; however, Tianjin Industry must continue to meet the relevant PRC legal
requirements in order to maintain the qualification. We plan to apply for an extension of the treatment
prior to its expiration. For further details, please see the section headed “Financial Information —
Significant Factors Affecting Our Results of Operations — Taxation.” There can be no assurance that
Tianjin Industry will continue to be able to meet the requirements to be entitled to the preferential tax
treatment or that the preferential rate will not otherwise be challenged, altered or terminated. There can
also be no assurance that our application for renewal will be successful. Any challenge, alteration,
termination or inability or failure to maintain or renew the current preferential tax rate could have a
material adverse effect on our business, financial condition, results of operations and prospects.

Some of our distributors have been subject to penalties for making unauthorized alterations to our
products, which could adversely affect our reputation, business, financial condition, results of
operations and prospects.

The PRC administrative agencies in charge of the quality control of goods in the market (i #H ¥ 3k
P¥i &), primarily the local bureaus of the SAIC, conducted periodic inspections of the electric
two-wheeled vehicles in the market. During the Track Record Period and up to the Latest Practicable
Date, we have found that a few of our distributors were subject to administrative penalty decisions (17E
JE &) and Inspection Announcements (B E;#I%55/27R) due to sales of nonconforming vehicles
without our prior approval or authorization. For further details, see “Business — Unauthorized
Alterations of Our Products by Distributors.” Although the administrative penalty decisions imposed by
relevant PRC administrative authorities were issued to our third-party distributors and our PRC Legal
Advisor has advised that we have no legal liability for the relevant alterations, we cannot assure you that
this will not have any adverse effect on our Group’s reputation. In particular, such Inspection
Announcements did not specify to whom they were issued nor who caused the non-compliance of the
products, consumers of our products may not distinguish where legal liability lies or whether we or our
distributors conducted the alterations, and instead may associate such negative publicity with poor
product quality of “Yadea” branded products. If that occurs, our “Yadea” brand and our reputation may be
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tarnished, and the demand for our products may decline, and as a result, our business, operating results
and growth prospects may be adversely affected.

We have implemented enhanced internal control measures to address these problems. However,
there can be no assurance that these measures we take will be effective or sufficient to prevent distributors
from modifying our products in the future. Any future failure to detect or prevent such alterations by
distributors may cause our products to be removed from the electric two-wheeled vehicles catalogues of
the relevant administrative authorities and result in suspension or prohibition of sales of our products,
which would have a material adverse effect on our reputation, business, financial condition, results of
operations and prospects.

We depend on the availability of human resources and satisfactory relations with our employees.

We face risks relating to our employee relations. As of December 31, 2015, we had over 3,800
employees. The Chinese economy has grown significantly over the past 30 years, which has resulted in an
increased average cost of labor. The overall economy and the average wages in China are expected to
continue to grow and there can be no assurance that we will be able to attract, train and retain qualified
personnel, as our industry requires a skilled workforce. Any shortages in the availability of labor, any
material increases in the cost of labor or any deterioration in employee relations may have a material
adverse effect on our business, financial condition, results of operations and prospects.

We may not have adequate insurance coverage.

We have maintained certain insurance coverage through external insurers during the Track Record
Period. For additional details of our insurance coverage, see the section headed “Business — Insurance.”
However, we do not maintain insurance policies against, interruptions to business operations or
environmental liabilities. Additionally, although we maintain insurance coverage for product liability
claims, there can be no assurance that such coverage will be sufficient or that the insurers will reimburse
us for losses and expenses related to product liability claims in a timely manner or at all. Any events for
which we do not maintain insurance or for which our insurance coverage is inadequate, or for which
insurers do not reimburse us in a timely manner, may materially and adversely affect our business,
financial condition, results of operations and prospects.

We may be subject to warranty and recall claims, which may increase our overhead cost and
adversely affect our financial condition and liquidity.

We provide various quality warranties to our distributors and customers. We face an inherent
business risk of exposure to warranty claims if our products actually or allegedly fail to perform as
expected. There can be no assurance that our quality control and testing measures will be sufficient to
prevent against product defects. There can also be no assurance that we will not incur significant costs to
replace or repair faulty products, make refunds for product returns or defend against such claims. In
addition, if any of our products are or are alleged to be defective, we may be required to recall such
products. Although our suppliers are responsible for repairing or replacing faulty electric two
wheeled-vehicle parts that they supply to us, we cannot assure you that the future cost associated with
providing product warranties and/or bearing the cost of repair or replacement of our products or related
damage to our brand image will not have a material adverse effect on our financial condition and
liquidity.
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The expansion of our production capacity may be delayed and may exceed cost estimates.

Our future growth depends on our ability to expand our production capacity and our ability to meet
demand for our products. We are planning on expanding the number of production lines at our Wuxi
production facility and have recently relocated and expanded our Tianjin production facility. For further
details, see “Business — Production — Production Expansion Plans.” However, we may not successfully
expand our production capacity within the anticipated timeframe or at all. The time required to increase
the production lines and production capacity may be impacted by our inability to obtain or delays in
obtaining necessary regulatory approvals, technical difficulties, human or other resource constraints or
capital investment and funding constraints. Moreover, the expansion of our production capacity may
exceed our cost estimates or we may not reach full utilization of these facilities as envisioned which
would increase our proportionate fixed costs. If any of these events occur, our business, financial
condition, results of operations or prospects may be materially and adversely affected.

We face risks from our investments in financial assets.

We invest surplus cash in wealth management products and derivative financial instruments from
time to time. As of December 31, 2013, 2014 and 2015, the aggregate value of these financial products
was RMB345.6 million, RMB555.0 million and RMB861.7 million. We plan to continue to invest in these
and other similar types of products in the future when we believe that we have surplus cash on-hand and
there are attractive potential investment returns. Although we have put in place certain internal control
procedures aimed at reducing risk in relation to these investments, there can be no assurance that these
procedures will be effective and adequate. There can be no assurance that we will not experience losses
with respect to these investments in the future or that such losses will not have a material adverse effect
on our business, financial condition, results of operations and prospects.

We may be unsuccessful at maintaining or expanding our international sales and our international
sales may subject us to risks that may have a material adverse impact on our business.

Expanding our international sales is a part of our long-term business strategy. We currently sell our
products to numerous countries outside of China, and we plan to expand our international sales in the
future. International sales are subject to various risks, including those relating to political and economic
instability, the imposition of foreign tariffs and other trade barriers, fluctuations in foreign exchange
rates and foreign exchange limitations or difficulties, the impact of foreign government regulations, the
effects of income and withholding taxes, governmental expropriation and differences in business
practices. Our efforts to expand our international sales may not be successful. We may fail to meet the
relevant regulatory requirements for our products in international markets. Furthermore, we may be
subject to product liability claims in international markets, which could cause us to incur substantial
litigation costs. We may incur increased costs or experience delays or disruptions in product deliveries
and payments in connection with international sales that could cause loss of revenues and earnings.
Unfavorable changes in the political, regulatory and business climates could have a material adverse
effect our business, financial condition, results of operations and prospects.

Failures or security breaches of our information technology systems could disrupt our operations
and negatively impact our business.

Information technology is an important part of our business operations and we increasingly rely on
information technology systems to manage business data and increase efficiencies in our production and
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distribution facilities and inventory management processes. We also utilize information technology
systems to process financial information and results of operations for internal reporting purposes and to
comply with regulatory, legal and tax requirements. In addition, we depend on information technology
for digital marketing and electronic communications between our facilities, personnel, customers and
suppliers. Our information technology systems may be vulnerable to a variety of interruptions, including
during the process of upgrading or replacing software, databases or components, natural disasters,
terrorist attacks, telecommunications failures, computer viruses, cyber-attacks, hackers, unauthorized
access attempts and other security issues. The technology security initiatives and disaster recovery plans
we have implemented to address these concerns may not be adequate. Any significant failure of our
systems, including failures that prevent our systems from functioning as intended, could cause
transaction errors, processing inefficiencies, loss of customers and sales, have negative consequences on
our employees and our business partners and have a negative impact on our operations or business
reputation.

In addition, if we are unable to prevent security breaches, we may suffer financial and reputational
damage or penalties because of the unauthorized disclosure of confidential information belonging to us or
to our partners, customers, consumers or suppliers. Further, the disclosure of non-public sensitive
information through external media channels could lead to the loss of intellectual property or damage our
reputation and brand image.

We did not pay social welfare contributions or housing provident fund contribution for certain of
our employees and may be subject to fines or penalties.

PRC labor laws and regulations require us to make social insurance and housing provident fund
payments for certain employees. During the Track Record Period, we did not pay relevant social
insurance to certain employees as required by PRC laws and regulations. According to our PRC Legal
Advisors, we may be required by the relevant authority to pay the amount of unpaid social insurance
within a prescribed time limit, and we will not be punished if we satisfy such requirement. If we fail to do
so within a given period as required by the local social insurance authorities, we may be subject to a
penalty of up to three times of the amount of the delinquent payment, and a late payment surcharge may
be imposed on a daily basis calculated at a rate of 0.05% thereon from the date the unpaid amount became
due. In addition, we failed to make housing provident fund contributions for certain of our employees
during the Track Record Period as required by PRC laws and regulations. According to our PRC Legal
Advisors, we may be ordered by the relevant authority to pay the outstanding housing provident fund
contributions within a prescribed time limit. If we fail to do so within the given period, the relevant
authorities may apply to a PRC court for an order to enforce the payment.

We are not aware of any employee complaints regarding the unpaid social insurance or the unpaid
housing provident fund payments and have not received any relevant legal documentation from a labor
disputes arbitration committee or the People’s Court relating to these unpaid amounts. Although we have
not received any orders to rectify the non-compliance, we cannot assure you that we will not be subject to
such an order, fines or penalties in the future.

RISKS RELATING TO THE ELECTRIC TWO-WHEELED VEHICLE INDUSTRY

We operate in a highly competitive industry and may face increased competition.

We operate in the electric two-wheeled vehicle industry in China and face strong competition in
terms of distribution, brand recognition, quality, price, availability, and product positioning. Although we
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are one of China’s largest manufacturers of electric two-wheeled vehicles, the market is highly
fragmented, and the resources of our competitors may increase due to mergers, consolidations or
alliances, and we may face new competitors in the future. In addition, as we seek to expand our market
share in the markets in which we currently distribute our products and to distribute new products and to
penetrate into new markets, we may have difficulty competing with local producers due to protectionist
efforts by local governments to benefit local companies. From time to time in response to competitive and
customer pressures or to maintain market share, we may be forced to reduce our selling prices or increase
or reallocate spending on marketing, advertising, promotions or selling concessions (e.g. rebates) in
order to compete. These types of actions could decrease our profit margins. Such pressures may also
restrict our ability to increase our selling prices in response to raw material and other cost increases. In
light of the strong competition that we currently face, and which may intensify in the future, there can be
no assurance that we will be able to increase the sales of our products or even maintain our past levels of
sales, or that our profit margins will not be reduced. If we are unable to increase our product sales or to
maintain our past levels of sales and profit margins, our business, financial condition, results of

operations and prospects may be materially and adversely affected.
Regulation of electric two-wheeled vehicles may become more stringent in China.

Substantially all of our products are classified as “non-motorized” vehicles under the PRC Road
Traffic Safety Law and are therefore subject to less stringent regulatory requirements than “motorized
vehicles” as defined therein (which are subject to licensing, driver qualification and road use
requirements as well as higher speed and performance standards). We believe that our products being
classified as “non-motorized vehicles” contributed substantially to the growth in the sales volume of our
products during the Track Record Period. However, there can be no assurance that regulatory
requirements with respect to our products will not be increased in the future. Any such increase in
regulatory requirements could have a material adverse effect on our business, financial condition, results
of operations and prospects.

Furthermore, there are currently five cities, namely Guangzhou, Dongguan, Zhuhai, Shenzhen and
Xiamen, imposing prohibitions or restrictions on the use of electric bicycles'" in certain areas of the

@) Please see the section headed “Industry Overview — Overview of the Electric Two-wheeled

city
Vehicle Market — Regulatory Evolution of the Electric Bicycle Industry” in this prospectus for more
details of the regulatory revolution of the electric bicycle industry. However, there can be no assurance
that additional cities will not adopt policies to restrict or prohibit the use of any electric bicycles in
future. If additional cities adopt such policies, it may restrict our ability to expand our sales or to maintain
past levels of sales, which may have a materially and adverse effect on our business, financial condition,

results of operations and prospects.

Notes:

(1)  Electric bicycles as defined the National Standards refers to both electric bicycles and electric mopeds. For 2013, 2014 and
2015, respectively, our revenue generated from sales of both electric bicycles and electric mopeds contributed 99.4%, 98.6%
and 99.0% of our total revenue from sales of electric two-wheeled vehicles.

(2)  Recently, Beijing also placed restrictions on the use of electric bicycles in the center of the city on Chang’an Avenue and

certain streets in the surrounding area. These areas are heavy traffic areas where all traffic (including cars, trucks, bicycles
and pedestrians) are highly regulated.
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Our results of operations may fluctuate from period to period due to seasonality.

Our business is subject to seasonal fluctuations. There are seasonal patterns for electric
two-wheeled vehicle purchases in China. Historically, we have experienced higher sales in the summer
months and at the end of the year. Purchases from our distributors are highest during the summer months
as that is when their sales to end customers are highest. They also increase their purchases at the end of
the year (i) as we typically have many promotion and marketing activities during that time and (ii) in
preparation for the holiday season. Due to the seasonality of our business, the results of any period of a
year are not necessarily indicative of the results that may be achieved for the full year.

Environmental regulation and related litigation and commitments could have a material adverse
effect on us.

Our past and present business operations and properties are subject to extensive and increasingly
stringent laws and regulations pertaining to protection of the environment, including but not limited to
the treatment and discharge of materials into the environment and the emission of greenhouse gases.
Failure to comply with these laws and regulations may result in significant consequences to us, including
administrative, civil and criminal penalties, liability for damages and negative publicity. For example,
one of our branches put new production facilities with annual production capacity of one million units of
electric scooters into operation in 2010 prior to obtaining the Environment Impact Assessment Approval.
We received an Administrative Penalty Decision to pay a fine of RMB200,000 and were ordered to cease
production until we obtained the certificate. See the section headed “Business — Safety and
Environmental Matters” for further discussion of our regulatory compliance as it relates to environmental
risk. We may be subject to higher compliance costs if environmental protection laws become more
stringent and may not be able to pass on to our customers such increased costs through increased product
prices.

RISKS RELATING TO DOING BUSINESS IN CHINA

Changes in political, social and economic conditions as well as laws, regulations, industry standards
and government policies in China may materially and adversely affect our business, financial
condition, results of operations and prospects.

Our business operations are primarily conducted in China, and we are affected by the economic,
political and legal environment in China. In particular, China’s economy differs from the economies of
most developed countries in many respects, including the fact that it:

° has a high level of government involvement;

° is in the early stages of development of a market-oriented economy;

o has experienced rapid growth; and

o has a tightly controlled foreign exchange policy.

China’s economy has been transitioning from a planned economy towards a more market-oriented

economy. However, a substantial portion of productive assets in China remain state-owned and the PRC
government exercises a high degree of control over these assets. In addition, the PRC government

44 —



RISK FACTORS

continues to play a significant role in regulating industrial development by imposing industrial policies.
For the past three decades, the PRC government has implemented economic reform measures to
emphasize the utilization of market forces in economic development.

China’s economy has grown significantly in recent years; however, there can be no assurance that
such growth will continue. The PRC government exercises 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. Some of
these measures benefit the overall economy of China, but may also have a negative effect on our business.
For example, our financial condition and results of operations may be adversely affected by government
control over capital investments or changes in tax regulations that are applicable to us. As such, our future
success is, to some extent, dependent on the economic conditions in China, and any significant downturn
in market conditions may materially and adversely affect our business prospects, financial condition,
results of operations and prospects.

In particular, we may be affected by the introduction of new policies, regulations, new industry
standards or laws affecting the industry in which we operate, including those targeting the production of
the raw materials that we use, the production of our products or the sales or use of our products. Any new
policies regulations, new industry standards or laws of this type which increase our costs or otherwise
restrict our ability to produce, market and sell our products could have a material and adverse effect on
our business, financial condition, results of operations and prospects.

China’s legal system is evolving and has inherent uncertainties that could limit the legal protection
available to you.

Substantially all of our operations are located in China. The legal system of China is a civil law
system based on written statutes. Unlike common law systems, it is a system in which prior court
decisions have limited value as precedents. Since 1979, the PRC government has promulgated laws and
regulations governing economic matters in general, such as foreign investment, corporate organization
and governance, commerce, taxation and trade. However, China has not developed a fully integrated legal
system. Recently-enacted laws and regulations may not sufficiently cover all aspects of economic
activities in China. In particular, because these laws and regulations are relatively new, and because of the
limited volume of published cases and their non-binding nature, interpretation and enforcement of these
newer laws and regulations involve greater uncertainties than those in jurisdictions available to you. In
addition, China’s legal system is based in part on government policies and administrative rules and many
have retroactive effects. We cannot predict the effect of future developments in China’s legal system,
including the promulgation of new laws, changes to existing laws, or the interpretation or enforcement
thereof, or the pre-emption of local regulations by national laws.

Government control of currency conversion could negatively affect our financial condition,
operations and our ability to pay dividends.

Substantially all of our revenue is denominated and settled in Renminbi. The PRC government
imposes controls on the convertibility of the Renminbi into foreign currencies and, in certain cases, the
remittance of currency out of China. Under existing PRC foreign exchange regulations, payments of
current account items, including profit distributions, interest payments and expenditures from
trade-related transactions, can be made in foreign currencies without prior approval from SAFE provided
that we satisfy certain procedural requirements. However, approval from SAFE or its local counterpart is
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required where Renminbi is to be converted into foreign currency and remitted out of China to pay capital
expenses such as the repayment of loans denominated in foreign currencies. The PRC government may
also, at its discretion, restrict access in the future to foreign currencies for current account transactions.

Since a significant amount of our future cash flow from our China operations will be denominated in
Renminbi, any existing and future restrictions on currency exchange may limit our ability to purchase
goods and services outside of China or otherwise fund our business activities that are conducted in
foreign currencies. This could affect the ability of our subsidiaries in China to obtain foreign exchange
through debt or equity financing, including by means of loans or capital contributions from us.

Under our current corporate structure, our source of funds may include dividend payments and
repayment of inter-company loans by our subsidiaries in China denominated in Renminbi. We cannot
assure you that we will be able to meet all of our foreign currency obligations or to remit profits out of
China. If our China subsidiaries are unable to obtain SAFE approval to repay loans to us, or if future
changes in relevant regulations were to place restrictions on the ability of our subsidiaries in China to
remit dividend payments to us, our liquidity and ability to satisfy our third-party payment and loan
repayment obligations, and our ability to distribute dividends in respect of the Shares (if applicable),
could be materially and adversely affected.

Continued deterioration of economic conditions could negatively impact our business.

Our business may be adversely affected by changes in national or global economic conditions and
local economic conditions in the markets in which we operate, including GDP growth, inflation, interest
rates, availability of and access to capital markets, consumer spending rates, energy availability and costs
(including fuel surcharges) and the effects of governmental initiatives to manage economic conditions.
Any such changes could adversely affect the demand for our products, and we may be required to reduce
the prices of our products, such changes may also adversely affect the cost and availability of our needed
raw materials. Any of these could materially and adversely affect our financial results. For example, there
has recently been significant turmoil in the major Chinese stock markets, declines in the global prices of
commodities, including oil, depreciation in the value of the RMB and significant uncertainty regarding
the Greek debt crisis. In particular, as China transitions to a consumption-based economy, China’s
forecast growth rate is expected to be significantly lower than its average growth rate over the past thirty
years.

Disruptions and instability in credit and other financial markets and deterioration of national and
global economic conditions, could, among other things:

o make it more difficult or costly for us to obtain financing for our operations or investments or
to refinance our debt;

° cause our lenders to depart from prior credit industry practice and make the granting of any
technical or other waivers under our credit agreements more difficult or expensive;

° impair the financial condition of some of our customers, suppliers or counterparties to our
derivative instruments, thereby increasing customer bad debts, non-performance by suppliers

or counterparty failures, negatively impacting our treasury operations;

° negatively impact demand for our products, which could result in a reduction of sales,
operating income and cash flows;
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° decrease the value of our investments in equity and debt securities, including the
company-owned life insurance and pension plan assets, which could result in higher pension

cost and statutorily mandated funding requirements; and

o impair the financial viability of our insurers.

We rely principally on dividends paid by our subsidiaries to fund any cash and financing
requirements we may have, and any limitation on the ability of our subsidiaries in China to pay
dividends to us could have a material adverse effect on our ability to conduct our business.

We are a holding company incorporated in the Cayman Islands, and we operate certain of our core
businesses through our operating subsidiaries in China. Therefore, the availability of funds to pay
dividends to our Shareholders depends upon dividends received from these subsidiaries. If our
subsidiaries incur indebtedness or losses, such indebtedness or losses may impair their ability to pay
dividends or other distributions to us. As a result, our ability to pay dividends will be restricted. The PRC
laws and regulations require that dividends be paid only out of the net profit calculated according to
China’s accounting principles, which differ in many aspects from generally accepted accounting
principles in other jurisdictions, including HKFRS, IFRS and U.S. GAAP. PRC laws and regulations also
require foreign-invested enterprises to set aside a portion of their net profit as statutory reserves. These
statutory reserves are not available for distribution as cash dividends. In addition, restrictive covenants in
bank credit facilities or other agreements that we or our subsidiaries have entered into or may enter into
in the future also restrict or may restrict in the future the ability of our subsidiaries to provide capital or
declare dividends to us and our ability to receive distributions. These restrictions on the availability and
usage of our major source of funding may impact our ability to pay dividends to our Shareholders.

You may experience difficulty in effecting service of legal process, enforcing foreign judgments or
bringing original actions in China or Hong Kong based on foreign laws against us and our directors
and senior management.

We are incorporated in the Cayman Islands. Substantially all of our assets, and some of the assets of
our Directors are located in China. Therefore, it may not be possible for investors to effect service of
process upon us or those persons in China. China has not entered into treaties or arrangements providing
for the recognition and enforcement of judgments made by courts of most other jurisdictions. On July 14,
2006, Hong Kong and China entered into the Arrangement on Reciprocal Recognition and Enforcement
of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the Hong Kong
Special Administrative Region Pursuant to Choice of Court Agreements Between Parties Concerned (the
“Arrangement”), pursuant to which a party with a final court judgment rendered by a Hong Kong court
requiring payment of money in a civil and commercial case according to a written choice of court
agreement may apply for recognition and enforcement of the judgment in China. Similarly, a party with
a final judgment rendered by a PRC court requiring payment of money in a civil and commercial case
pursuant to a choice of court agreement in writing may apply for recognition and enforcement of such
judgment in Hong Kong. A written choice of court agreement is defined as any agreement in writing
entered into between parties after the effective date of the Arrangement in which a Hong Kong court or a
PRC court is expressly designated as the court having sole jurisdiction for the dispute. Therefore, it may
not be possible to enforce a judgment rendered by a Hong Kong court in China if the parties in the dispute

did not agree to enter into a choice of court agreement in writing. As a result, it may be difficult or
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impossible for investors to effect service of process against certain of our assets or Directors in China in
order to seek recognition and enforcement of foreign judgments in China.

Tax laws and tax arrangements on dividend distribution may materially and adversely affect the
results of the operations and financial condition of the Group, and gains on sale of the Shares may
be subject to withholding taxes under PRC tax laws.

Under the EIT Law, a withholding income tax of 20% is applicable to dividends derived from
sources within China paid by foreign-invested Chinese enterprises to their non-Chinese parent
companies, whereas pursuant to the implementation rules of the EIT Law a reduced withholding income
tax of 10% applies to the same case. Similarly, any gain realized on the transfer of shares of
foreign-invested Chinese enterprises by foreign investors is subject to a 10% PRC income tax if such gain
is regarded as income derived from sources within China. Due to the arrangements between China and
Hong Kong for the Avoidance of Double Taxation and Prevention of Fiscal Evasion with respect to Taxes
on Income dated August 21, 2006, a company incorporated in Hong Kong receiving dividends from a
Chinese subsidiary will be subject to withholding income tax of 5% if it holds an interest of 25% or more
in that particular Chinese subsidiary or withholding income tax of 10% if it holds an interest of less than
25% in that subsidiary, subject to other requirements.

However, there is no guarantee that we will be able to continue to enjoy this preferential withholding
income tax rate. Pursuant to a tax notice promulgated by SAT on August 24, 2009 and a supplementary
notice promulgated on June 21, 2010, tax treaty benefits will be denied to “conduit” or shell companies
without business substance and a beneficial ownership analysis based on the “substance-over-form”
principle will be used to determine whether or not any tax treaty benefits can be granted. Our Hong Kong
company operates trading, as well as corporate management and administrative functions, and we believe
it has business substance. It is possible that under the tax notice, our Hong Kong company would not be
considered as the “beneficial owner” of any dividends paid to the Group from its Chinese subsidiary
through our Hong Kong company. If the preferential withholding income tax treatment of 5% does not
apply to the Group for any of the reasons mentioned above, the Group’s financial condition and results of
operations could be adversely affected.

We face uncertainty relating to the Public Announcement on Several Issues Concerning Enterprise
Income Tax for Indirect Transfer of Assets by Non-Resident Enterprises (R EERL XM IZEE
HMELCEREHRE TEENQE)) (“SAT Circular No.7”) issued by the PRC State Administration
of Taxation.

On February 3, 2015, the PRC State Administration of Taxation issued the SAT Circular No. 7,
which abolished certain provisions in the Circular on Strengthening the Administration of Enterprise.

Income Tax on Non-PRC Resident Enterprises’ Share Transfers (<[B 7 i1 8 FF Ja B A 3 A i g oy
oA £ 15 B FRAY4E A1) (“SAT Circular No. 698”), previously issued by the State Administration of
Taxation on December 10, 2009. SAT Circular No. 7 provides comprehensive guidelines relating to
indirect transfers by a non-PRC resident enterprise of assets (including equity interests) of a PRC
resident enterprise (“PRC Taxable Assets”). For example, SAT Circular No. 7 specifies that the PRC tax
authorities are entitled to reclassify the nature of an indirect transfer of PRC Taxable Assets, when a
non-PRC resident enterprise transfers PRC Taxable Assets indirectly by disposing of equity interests in
an overseas holding company directly or indirectly holding such PRC Taxable Assets. The PRC tax
authorities may disregard the existence of such overseas holding company and
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consider the transaction to be a direct transfer of PRC Taxable Assets, if such transfer is deemed to have
been conducted for the purposes of avoiding PRC EIT and lack any other reasonable commercial purpose.
Although SAT Circular No. 7 contains certain exemptions (including (i) where a non-resident enterprise
derives income from the indirect transfer of PRC Taxable Assets by acquiring and selling shares of a
listed overseas holding company which holds such PRC Taxable Assets on a public market; and (ii) where
there is an indirect transfer of PRC Taxable Assets, but if the non-resident enterprise had directly held and
disposed of such PRC Taxable Assets, the income from the transfer would have been exempted from PRC
EIT under an applicable tax treaty or arrangement), it remains unclear whether any exemptions under
SAT Circular No. 7 will be applicable to the transfer of our Shares or to any future acquisition by us
outside of the PRC involving PRC Taxable Assets, or whether the PRC tax authorities will reclassify such
transaction by applying SAT Circular No. 7. SAT Circular No. 7 may be determined by the tax authorities
to be applicable to our Reorganization, if such transaction were determined by the tax authorities to lack
reasonable commercial purpose. As a result, we may be subject to tax under SAT Circular No. 7 and may
be required to expend valuable resources to comply with SAT Circular No. 7 or to establish that we should
not be taxed under SAT Circular No. 7, which may have a material adverse effect on our business,
financial condition, results of operations and growth prospects.

The PRC regulations of loans and investments by offshore holding companies to Chinese entities
may hinder us from using the net proceeds of the Global Offering to fund our business operations in
China.

Any capital contributions or loans that our offshore holding companies make to our operating
subsidiaries in China are subject to PRC regulations. In particular, any of our loans to our Chinese
subsidiaries cannot exceed the difference between the total amount of investment our Chinese
subsidiaries are approved to make under relevant PRC laws and the registered capital of our Chinese
subsidiaries, and such loans must be registered with the local branch of SAFE. In addition, our capital
contributions to our Chinese subsidiaries must be approved by MOFCOM or its local counterpart. We
cannot guarantee that we will be able to complete all of the relevant necessary government registrations
or obtain all required government approvals on a timely basis. Should we fail to complete such
registrations and obtain such approvals, our ability to utilize the net proceeds from the Global Offering to
capitalize our Chinese subsidiaries or otherwise fund our business operations in China in the manner
described in the section headed “Future Plans and Use of Proceeds” in this prospectus may be adversely
affected, which could in turn adversely affect the liquidity of our Chinese subsidiaries, our ability to
expand our Chinese subsidiaries’ operations and the financial positions and results of operations of our
Chinese subsidiaries.

We face risks related to the outbreak of epidemics, which could have a material adverse effect on
our business and results of operations.

Our business is subject to the general economic, environmental and social conditions. In particular,
it is possible for our business to be materially and adversely affected by the outbreak of epidemics. For
example, over the past few decades, China has suffered health epidemics related to the outbreak of A
(H5N1 and H7N9) influenza, or avian flu, A (HIN1) influenza and severe acute respiratory syndrome, or
SARS. Any prolonged recurrence of avian influenza A, influenza A, SARS or other adverse public health
developments in China may have a material and adverse effect on our business operations. These could
include restrictions on our ability to travel or ship products, as well as temporary closure of our factories
and distribution facilities. Such closures and/or travel or shipment restrictions would severely disrupt our
business operations and adversely affect our results of operations. Similarly, war, terrorist activity,
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threats of war or terrorist activity, social unrest and the corresponding heightened travel security
measures instituted in response to such events, as well as geopolitical uncertainty and international
conflict and tension, would affect economic development. In turn, there could be a material adverse effect
on our business, financial condition and results of operations.

RISKS RELATING TO THE SHARES AND THE GLOBAL OFFERING

Because there has been no prior public market for our Shares, their market price may be volatile
and an active trading market in our Shares may not develop.

Prior to the Global Offering, there has been no public market for our Shares. The Offer Price may
differ significantly from the market price of our Shares following the Global Offering. We have applied
for listing and permission to trade our Shares on the Hong Kong Stock Exchange. A listing on the Stock
Exchange, however, does not guarantee that an active trading market for our Shares will develop, or if it
does develop, that it will be sustainable following the Global Offering or that the market price of our
Shares will not decline after the Global Offering.

Furthermore, the price and trading volume of our Shares may be volatile. The following factors,
among others, may cause the market price of our Shares after the Global Offering to vary significantly
from the Offer Price:

° variations in our revenue, earnings and cash flow;

° unexpected business interruptions resulting from natural disasters, epidemics or power
shortages;

o major changes in our key personnel or senior management;

o our inability to obtain or maintain regulatory approval for our operations;

° our inability to compete effectively in the market;

° political, economic, financial and social developments in China, the U.S. and globally;

° fluctuations in stock market prices and volume;

o changes in analysts’ estimates of our financial performance; and

o involvement in material litigation.
Future issuances or sales, or perceived issuances or sales, of substantial amounts of our Shares in
the public market could materially and adversely affect the prevailing market price of our Shares
and our ability to raise capital in the future.

The market price of our Shares could decline as a result of future sales of substantial amounts of
Shares or other securities relating to the Shares in the public market, including by the Company’s

substantial shareholders, or the issuance of new Shares by the Company, or the perception that such sales
or issuances may occur. Future sales, or perceived sales, of substantial amounts of the Shares could also
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materially and adversely affect our ability to raise capital in the future at a time and at a price favorable
to us, and our Shareholders will experience dilution in their holdings upon our issuance or sale of
additional securities in the future.

The market price of the Shares after trading begins could be lower than the Offer Price.

The initial price to the public of the Shares sold in the Global Offering will be determined on the
Price Determination Date. However, the Shares will not commence trading on the Hong Kong Stock
Exchange until they are delivered, which is expected to be the fifth Business Day after the Price
Determination Date. As a result, investors may not be able to sell or otherwise deal in the Shares during
that period. Accordingly, holders of the Shares are subject to the risk that the price of the Shares after
trading begins could be lower than the Offer Price as a result of adverse market conditions or other
adverse developments that may occur between the time of sale and the time trading begins.

Future financing may cause a dilution in your shareholding or place restrictions on our operations.

We may need to raise additional funds in the future to finance further expansion of our capacity and
business relating to our existing operations, acquisitions or strategic partnerships. If additional funds are
raised through the issuance of new equity or equity-linked securities of the Company other than on a pro
rata basis to existing Shareholders, the percentage ownership of such Shareholders in the Company may
be reduced, and such new securities may confer rights and privileges that take priority over those
conferred by the Shares. Alternatively, if we meet such funding requirements by way of additional debt
financing, we may have restrictions placed on us through such debt financing arrangements which may:

o further limit our ability to pay dividends or require us to seek consents for the payment of
dividends;

° increase our vulnerability to general adverse economic and industry conditions;

o require us to dedicate a substantial portion of our cash flows from operations to service our
debt, thereby reducing the availability of our cash flow to fund capital expenditure, working
capital requirements and other general corporate needs; and

° limit our flexibility in planning for, or reacting to, changes in our business and our industry.

Potential investors will experience immediate and substantial dilution as a result of the Global
Offering.

Investors will pay a price per Share that substantially exceeds the per Share value of the Company’s
tangible assets after subtracting the Company’s total liabilities and will therefore experience immediate
dilution when investors purchase the Shares in the Global Offering. As a result, if the Company were to
distribute its net tangible assets to the Shareholders immediately following the Global Offering, investors
purchasing in the Global Offering would receive less than the amount they paid for their Shares. See the
section headed “Appendix II — Unaudited Pro Forma Financial Information.”

There can be no assurance if and when we will pay dividends in the future.

During the Track Record Period, we declared a special one-time cash dividend in the amount of
HK$154.0 million which was paid on January 30, 2015. For further details, see “Financial Information —
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Dividend Policy”. Our ability to pay dividends in the future will depend on factors including whether we
are able to generate sufficient earnings. Distributions of dividends will be determined by our Board at
their discretion in accordance with relevant regulations and will be subject to Shareholder approval. A
decision to declare or to pay any dividends and the amount of any dividends will depend on various
factors, including but not limited to our results of operations, cash flows, financial condition, operating
and capital expenditure requirements, distributable profits, our Articles of Association, and any
applicable laws and regulations, market conditions, our strategic plans and prospects for business
development, contractual limits and obligations, payment of dividends to us by our operating
subsidiaries, taxation, regulatory restrictions and any other factors determined by our Board from time to
time to be relevant to the declaration or suspension of dividend payments. As a result, although we have
paid a dividend in the past, there can be no assurance whether, when and in what form we will pay
dividends in the future. Subject to any of the above constraints, we may not be able to pay dividends in
accordance with our dividend policy. We currently do not intend to have our subsidiaries pay any
dividends to the Company in the foreseeable future. We intend to use the retained earnings of our
subsidiaries for expansion of our operations. Additionally, we currently have no plans to pay dividends to
the Shareholders in the foreseeable future. See the section headed “Financial Information — Dividend
Policy” for additional details regarding our dividend policy.

We cannot guarantee the accuracy of facts, forecasts and other statistics obtained from official
government sources and other third parties contained in this prospectus, and statistics in this
prospectus provided by Frost & Sullivan are subject to assumptions and methodologies set forth in
the “Industry Overview” section of this prospectus.

Facts, forecasts and other statistics in this prospectus relating to the economy and the electric
scooter industry on a national, regional and provincial basis have been collected from materials from
official government sources. We cannot assure you regarding, nor make any representation as to, the
accuracy or completeness of such information. Neither we or any of our respective affiliates or advisors,
nor the Underwriters or any of their affiliates or advisors, have prepared or independently verified the
accuracy or completeness of such information directly or indirectly derived from official government
sources. Statistics, industry data and other information relating to the economies and the industry derived
from official government sources used in this prospectus may not be consistent with other information
available from other sources and should not be unduly relied upon. Due to possible flawed collection
methods, discrepancies between published information, different market practices or other issues, the
statistics, industry data and other information relating to the economies and the industry derived from
official government sources and provided by Frost & Sullivan might be inaccurate or might not be
comparable to statistics produced from other sources. The statistics contained in the “Industry Overview”
and other sections of this prospectus provided by Frost & Sullivan should be read in conjunction with the
assumptions and methodologies set forth in the “Industry Overview” of this prospectus. In all cases, you
should carefully consider how much weight or importance you should attach or place on such statistics,
industry data and other information relating to the economies and the industry.

This prospectus contains forward-looking statements relating to our plans, objectives, expectations
and intentions, which may not represent our overall performance for periods of time to which such
statements relate.

This prospectus contains certain forward-looking statements and information relating to us and our

subsidiaries that are based on the beliefs of our management as well as assumptions made by and
information currently available to our management. When used in this prospectus, the words “aim,”
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could,” “estimate,” “expect,” “going forward,” “intend,”
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“ought to,” “may,” “might,
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plan,” “potential,” “predict,” “project,” “seek,” “should,” “will,” “would”

and similar expressions, as they relate to us or our management, are intended to identify forward-looking
statements. Such statements reflect the current views of our management with respect to future events,
operations, liquidity and capital resources, some of which may not materialize or may change. These
statements are subject to certain risks, uncertainties and assumptions, including the other risk factors as
described in this prospectus. You are strongly cautioned that reliance on any forward-looking statements
involves known and unknown risks and uncertainties. The risks and uncertainties facing us which could
affect the accuracy of forward-looking statements include, but are not limited to, the following:

° our business prospects;

° our future debt levels and capital needs;

° future developments, trends and conditions in the markets in which we operate;

° our strategies, plans, objectives and goals;

° general economic conditions;

° changes to regulatory or operating conditions in the markets in which we operate;

° our ability to reduce costs;

° our dividend policy;

° our capital expenditure plans;

° the amount and nature of, and potential for, future development of our business;

o capital market developments;

° the actions and developments of our competitors;

° certain statements in “Financial Information” with respect to trends in prices, volumes,

operations, margins, overall market trends, risk management and exchange rates; and

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

Subject to the requirements of the Listing Rules, we do not intend to publicly update or otherwise
revise the forward-looking statements in this prospectus, whether as a result of new information, future
events or otherwise. As a result of these and other risks, uncertainties and assumptions, the
forward-looking events and circumstances discussed in this prospectus might not occur in the way we
expect, or at all. Accordingly, you should not place undue reliance on any forward-looking information.

All forward-looking statements in this prospectus are qualified by reference to this cautionary statement.
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Investors may not be able to participate in rights offerings or elect to receive stock dividends and

may experience dilution of their holdings.

We may, from time to time, distribute rights to our Shareholders, including rights to acquire
securities. We will not distribute rights to a holder of our Shares in the United States unless the
distribution and sale of rights and the securities to which these rights relate are either exempt from
registration, or in a transaction not subject to registration, under the U.S. Securities Act or are registered
under the U.S. Securities Act. We cannot assure you that we will be able to establish an exemption or
exclusion from registration under the U.S. Securities Act, and we are under no obligation to file a
registration statement with respect to any rights or underlying securities or to endeavor to have a
registration statement declared effective under the U.S. Securities Act. Accordingly, holders of the Shares
in the United States or other jurisdictions that have relevant restrictions may be unable to participate in
rights offerings and may experience dilution of their holdings as a result. In addition, if we are unable to
sell rights that are not exercised or not distributed or if the sale is not lawful or reasonably practicable, we

may allow the rights to lapse, in which case holders of the Shares will receive no value for these rights.

You should rely only on this prospectus and not place any reliance on any information contained in
press articles or other media in making your investment decision.

You should rely only on the information contained in this prospectus and the Application Forms to
make your investment decision. We have not authorized anyone to provide you with information that is
not contained in, or is different from what is contained in, this prospectus. Prior or subsequent to the
publication of this prospectus, there has been or may be press and media coverage regarding us and the
Global Offering. We have not authorized any such press and media reports, and the financial information,
financial projections, valuations and other information purportedly about us contained in any such
unauthorized press and media coverage may be untrue and may not reflect what is disclosed in this
prospectus. We make no representation as to the appropriateness, accuracy, completeness or reliability of
any such information or publication, and accordingly do not accept any responsibility for any such press
or media coverage or the inaccuracy or incompleteness of any such information. To the extent that any
such information appearing in the press and media is inconsistent or conflicts with the information
contained in this prospectus, we disclaim it, and accordingly you should not rely on any such information.
In making your decision as to whether to purchase our Shares, you should rely only on the information

included in this prospectus and the Application Forms.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

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

INFORMATION ON THE GLOBAL OFFERING

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and subject to the
conditions set out herein and therein. No person is authorized to give any information in connection with
the Global Offering or to make any representation not contained in this prospectus or the relevant
Application Forms, and any information or representation not contained herein and therein must not be
relied upon as having been authorized by the Company, the Sole Sponsor, the Joint Global Coordinators,
the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of their respective directors,
agents, employees or advisors or any other parties involved in the Global Offering.

Neither the delivery of this prospectus nor any offering, sale or delivery made in connection with the
Offer Shares should, under any circumstances, constitute a representation that there has been no change
or development reasonably likely to involve a change in our affairs since the date of this prospectus or
imply that the information contained in this prospectus is correct as of any date subsequent to the date of
this prospectus.

Details of the structure of the Global Offering, including its conditions, are set out in the section
headed “Structure of the Global Offering” in this prospectus, and the procedures for applying for the
Hong Kong Offer Shares are set out in the section headed “How to Apply for the Hong Kong Offer
Shares” in this prospectus and on the relevant Applications Forms.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering, which forms
part of the Global Offering. For applicants under the Hong Kong Public Offering, this prospectus and the
Application Forms set out the terms and conditions of the Hong Kong Public Offering.

The Listing is sponsored by the Sole Sponsor. The Hong Kong Public Offering is fully underwritten
by the Hong Kong Underwriters under the terms of the Hong Kong Underwriting Agreement, and is
subject to the agreement on the Offer Price between the Joint Global Coordinators (on behalf of the
Underwriters) and the Company on or before the Price Determination Date. An International
Underwriting Agreement relating to the International Offering is expected to be entered into on or around
May 12, 2016, subject to the Offer Price being agreed. The Global Offering is managed by the Joint
Global Coordinators.
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If, for any reason, the Offer Price is not agreed between the Joint Global Coordinators (on behalf of
the Underwriters) and the Company, the Global Offering will not proceed and will lapse. Further details
of the Underwriters and the underwriting arrangement are set out in the section headed “Underwriting —

Underwriting Arrangements and Expenses” in this prospectus.

SALE OF THE SALE SHARES BY THE SELLING SHAREHOLDER

As part of the Global Offering, the Selling Shareholder will offer 30,000,000 Sale Shares for sale
pursuant to the International Offering. Please refer to the section headed “Structure of the Global
Offering” for details of the Sale Shares by the Selling Shareholder.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

Each person acquiring the Hong Kong Offer Shares will be required to confirm, or by his acquisition
of the Offer Shares be deemed to confirm, that he is aware of the restrictions on offers and sales of the

Offer Shares described in this prospectus and the Application Forms.

No action has been taken to permit a public offering of the Offer Shares in any jurisdictions other
than Hong Kong or the distribution of this prospectus and/or the Application Forms in any jurisdictions
other than Hong Kong. Accordingly, this prospectus and/or the Application Forms may not be used for the
purpose of, and does not constitute, an offer or invitation in any jurisdictions or in any circumstances in
which such an offer or invitation is not authorized or to any person to whom it is unlawful to make such
an offer or invitation. The distribution of this prospectus and/or the Application Forms and the offering
and sales of the Offer Shares in other jurisdictions are subject to restrictions and may not be made except
as permitted under the applicable securities laws of such jurisdictions pursuant to registration with or

authorization by the relevant securities regulatory authorities or an exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the Listing Committee for the listing of, and permission to deal in, our
Shares in issue and to be issued pursuant to the Capitalization Issue and the Global Offering (including

any additional Shares which may be issued pursuant to the exercise of the Over-allotment Option).

Save as disclosed in this prospectus, no part of the equity or debt securities of the Company is listed
on or dealt in on any other stock exchange and no such listing or permission to list is being or is proposed
to be sought in the near future.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence on May 19, 2016. The
Shares will be traded in board lots of 2,000 Shares each. The stock code of the Shares will be 1585.
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SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of, listing of, and permission to deal in, our Shares on the Stock Exchange
and the Company’s compliance with the stock admission requirements of HKSCC, our Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect
from the Listing Date or any other date as determined by HKSCC. Settlement of transactions between
participants of the Stock Exchange is required to take place in CCASS on the second business day after
any trading day. All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time. Investors should seek the advice of their stockbrokers
or other professional advisors for details of the settlement arrangement as such arrangements may affect
their rights and interests. All necessary arrangements have been made to enable our Shares to be admitted
into CCASS.

HONG KONG SHARE REGISTER AND STAMP DUTY

All Shares issued pursuant to the applications made in the Global Offering will be registered on the
Company’s share register of members to be maintained in Hong Kong. Our principal register of members
will be maintained by the Company’s principal share registrar in the Cayman Islands.

Dealings in our Shares registered in the share register of the Company in Hong Kong will be subject
to Hong Kong stamp duty.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional advisors if
they are in any doubt as to the tax implications of the subscription for, purchasing, holding or disposing
of, dealing in or the exercise of any rights in relation to our Shares. It is emphasized that none of the
Group, the Joint Global Coordinators, the Sole Sponsor, the Underwriters, any of their respective
directors, agents or advisors or any other persons or parties involved in the Global Offering accepts
responsibility for the tax effects or liabilities resulting from the subscription for, purchase, holding or
disposal of, dealing in or exercise of any rights in relation to our Shares.

OVER-ALLOTMENT AND STABILIZATION

Details of the arrangement relating to the Over-allotment Option are set out under the sections
headed “Structure of the Global Offering — The International Offering — Over-allotment Option” and
“— Stabilization” in this prospectus.

STOCK BORROWING AGREEMENT

In order to facilitate the settlement of over-allocation in connection with the Global Offering, the
Stabilizing Manager may choose to borrow up to 112,500,000 Shares from Dai Wei pursuant to the Stock
Borrowing Agreement. The stock borrowing arrangement under the Stock Borrowing Agreement will
comply with the requirements set out in Rule 10.07(3) of the Listing Rules.

APPLICATION PROCEDURES FOR THE HONG KONG OFFER SHARES

The application procedures for the Hong Kong Offer Shares are set out in the section headed “How
to Apply for the Hong Kong Offer Shares” in this prospectus and on the relevant Application Forms.



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the section

headed “Structure of the Global Offering” in this prospectus.

CURRENCY TRANSLATIONS

Unless otherwise specified, amounts denominated in RMB and US$ have been translated, for the

purpose of illustration only, into Hong Kong dollars in this prospectus at the following rates:

HKS$1: RMB0.83257, being the PBOC rate prevailing on April 29, 2016;

RMB6.4589: US$1, being the PBOC rate prevailing on April 29, 2016; and

HKS$7.7564: US$1, being the noon buying rate as set forth in the H.10 statistical release of the
Federal Reserve Board on April 22, 2016.

No representation is made that any amounts in RMB, US$ or HK$ can be or could have been at the

relevant dates converted at the above rates or any other rates or at all.
LANGUAGE

If there is any inconsistency between the English version and the Chinese translation of this
prospectus, this English version of this prospectus shall prevail. Translated English names of Chinese
laws and regulations, governmental authorities, departments, entities (including certain of our
subsidiaries), institutions, natural persons, facilities, certificates, titles and the like included in this
prospectus and for which no official English translation exists are unofficial translations for

identification purposes only. In the event of any inconsistency, the Chinese name prevails.

ROUNDING

Unless otherwise stated, all the numerical figures are rounded to one or two decimal places. Any

discrepancies in any table or chart between totals and sums of amounts listed therein are due to rounding.
DISCLAIMER REGARDING THE MAPS APPEARING IN THIS PROSPECTUS

All maps in this prospectus are provided only for illustrative purposes and are not drawn to scale.
Neither are they intended to accurately show the size or exact location of our facilities or of the labeled or
otherwise indicated sites or districts, nor do they provide exhaustive or precise information on all sites

located within the area of the maps.



WAIVERS FROM COMPLIANCE WITH THE LISTING RULES

In preparation for the Global Offering, the Company has sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, we must have sufficient management presence in Hong
Kong. This normally means that at least two of the executive Directors must be ordinarily resident in
Hong Kong. Since the core business operations of the Group are primarily in the PRC, the executive
Directors are and will continue to be based in the PRC after Listing. As a result, the Company does not,
and will not, in the foreseeable future, have a sufficient management presence in Hong Kong as required
under Rule 8.12 of the Listing Rules. Further, it would be impractical and commercially unnecessary for
the Company to appoint an additional executive Director who is ordinarily resident in Hong Kong or to
relocate its existing PRC based executive Directors to Hong Kong.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has agreed to
grant, a waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules. In
order to maintain regular and effective communication with the Stock Exchange, we put in place the
following measures:

(i) we have appointed two authorized representatives pursuant to Rule 3.05 of the Listing Rules,
who will act as the Company’s principal channel of communication with the Stock Exchange.
The two authorized representatives of the Company are Mr. Yeming Liu (2| ), an executive
Director, and Ms. Sau Ping Wong, a joint company secretary of the Company. Ms. Sau Ping
Wong is ordinarily resident in Hong Kong;

(i) we will inform the Stock Exchange promptly in respect of any changes in our authorized
representatives;

(iii) each of the authorized representatives will be available to meet with the Stock Exchange within
a reasonable period of time upon the request of the Stock Exchange and will be readily
contactable by telephone, facsimile and email;

(iv) each of the authorized representatives has means to contact all members of the Board
(including the independent non-executive Directors) promptly at all times as and when the
Stock Exchange wishes to contact the Directors for any matters. To enhance the
communication between the Stock Exchange, the authorized representatives and the Directors,
we have implemented a policy that (i) each Director will provide their respective office phone
numbers, mobile phone numbers, facsimile numbers and email addresses to the authorized
representatives; and (ii) all of the Directors and authorized representatives will provide their
office phone numbers, mobile phone numbers, facsimile numbers and email addresses to the
Stock Exchange;

(v) any meeting between the Stock Exchange and the Directors will be arranged through the
authorized representatives;

(vi) the Directors, who are not ordinarily resident in Hong Kong, have confirmed that they possess

or can apply for valid travel documents to visit Hong Kong and are able to meet with the Stock
Exchange within a reasonable period;
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(vii) we have, in compliance with Rule 3A.19 of the Listing Rules, appointed Cinda International
Capital Limited as our compliance advisor who will, among other things, in addition to the two
authorized representatives of the Company, act as the Company’s additional channel of
communication with the Stock Exchange for the period commencing from the Listing Date and
ending on the date on which the Company complies with Rule 13.46 of the Listing Rules in
respect of its financial results for the first full financial year commencing after the Listing
Date. Cinda International Capital Limited will have full access at all times to the authorized

representatives of the Company and the Directors; and
(viii) we will also retain legal advisors to advise on on-going compliance requirements, other issues
arising under the Listing Rules and other applicable laws and regulations in Hong Kong after
the Listing.
JOINT COMPANY SECRETARIES
Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the joint company secretaries of the Company
must be individuals who, by virtue of their academic or professional qualifications or relevant
experience, are, in the opinion of the Stock Exchange, capable of discharging the functions of company

secretaries.

According to Note 1 to Rule 3.28 of the Listing Rules, the Stock Exchange considers the following

academic or professional qualifications to be acceptable:

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

(i1) a solicitor or barrister (as defined in the Legal Practitioners Ordinance (Chapter 159 of the

Laws of Hong Kong)); and

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

Further, under Note 2 to Rule 3.28 of the Listing Rules, the Stock Exchange will consider the
following factors of the individual in assessing “relevant experience”:

(i) length of employment with the Company and other issuers and the roles he played;

(ii) familiarity with the Listing Rules and other relevant laws and regulations including the SFO,

the Companies Ordinance and the Codes on Takeovers and Mergers and Share Buy-backs;
(iii) relevant training taken and/or to be taken in addition to the minimum requirements under Rule
3.29 of the Listing Rules (i.e. taking no less than 15 hours of relevant professional training in

each financial year of the Company); and

(iv) professional qualifications in other jurisdictions.
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We have appointed Mr. Yu Shen (JL¥il) as a joint company secretary of the Company. Mr. Shen is
experienced in business management and has a thorough understanding of the administrative affairs of
the Group. Mr. Shen is also our executive Director and has served as the assistant to the Chairman and
supervisor of the president’s office since joining the Group in May 2005, assisting our Chairman and
president in external affairs and public relations management. For further details of Mr. Shen, please refer
to the section headed “Directors and Senior Management — Board of Directors” in this prospectus.

Having regard to Mr. Shen’s knowledge and experience in handling our administrative and external
affairs, the Company believes that Mr. Shen has a thorough understanding of the operations of the Group
and is able to perform his duties as a joint company secretary of the Company. Given that Mr. Shen is not
a member of The Hong Kong Institute of Chartered Secretaries, a solicitor, a barrister or a professional
accountant, as required under Note (1) of Rule 3.28 of the Listing Rules, Mr. Shen does not possess the
qualifications as stipulated in the notes of Rule 3.28 of the Listing Rules and may not be able to solely
fulfil the requirements under Rules 3.28 and 8.17 of the Listing Rules. As such, we have appointed Ms.
Sau Ping Wong (# 75 ) to act as a joint company secretary of the Company and to provide assistance to
Mr. Shen for an initial period of three years commencing from the Listing Date. Ms. Wong is a senior
manager of the listing services department of TMF Hong Kong Limited (a fellow subsidiary of KCS Hong
Kong Limited). She has over 14 years of professional experience in the company secretarial field and has
acquired extensive knowledge and experience in corporate governance and compliance affairs of listed
companies. Ms. Wong graduated from City University of Hong Kong with a Master of Arts degree in
Professional Accounting and Information Systems. Ms. Wong is an associate member of the Hong Kong
Institute of Chartered Secretaries and the Institute of Chartered Secretaries and Administrators in the
United Kingdom. Accordingly, Ms. Wong possesses the qualifications which satisfy the requirements as
stipulated under Rules 3.28 and 8.17 of the Listing Rules.

Over the course of such three-year period, Ms. Wong will work closely with Mr. Shen to jointly
discharge the duties and responsibilities as joint company secretaries of the Company and assist and
guide Mr. Shen to enable him to acquire the “relevant experience” under Note (2) to Rule 3.28 of the
Listing Rules. Ms. Wong will communicate with Mr. Shen on a regular basis regarding matters in relation
to corporate governance, the Listing Rules as well as other applicable laws and regulations of Hong Kong
which are relevant to the operations and affairs of the Company.

We will ensure that Ms. Wong has access to relevant training and support to familiarize herself with
the Listing Rules and the duties required of a joint company secretary of a Cayman Islands issuer listed
on the Stock Exchange, and Ms. Wong has undertaken to attend such trainings. Mr. Shen and Ms. Wong
have further undertaken to take no less than 15 hours of relevant professional training in each financial
year of the Company to familiarize themselves with the requirements of the Listing Rules and other
regulatory requirements of Hong Kong. Both Mr. Shen and Ms. Wong will be advised by the legal
advisors of the Company as to Hong Kong laws and the compliance advisor of the Company as and when
appropriate and required.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has agreed to
grant, a waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of the Listing
Rules. The waiver is valid for an initial period of three years from the Listing Date and will be revoked
immediately if Ms. Wong ceases to provide assistance to Mr. Shen as a joint company secretary of the
Company during the three years after the Listing Date. Upon expiry of this three-year period, we will
re-evaluate the qualifications and experience of Mr. Shen to consider whether the requirements stipulated
in Rules 3.28 and 8.17 of the Listing Rules can be satisfied solely by Mr. Shen and the need for on-going
assistance from Ms. Wong.
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CONNECTED TRANSACTIONS

We have entered into certain transactions which would constitute continuing connected transactions
for the Company under the Listing Rules following the completion of the Global Offering. We have
applied to the Stock Exchange for, and the Stock Exchange has agreed to grant, a waiver from strict
compliance with the requirements set out in Chapter 14A of the Listing Rules for certain continuing
connected transactions. For details of such continuing connected transactions and the waiver, please refer
to the section headed “Connected Transactions” in this prospectus.



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name

Executive Directors

Mr. Jinggui Dong (& #)

Ms. Jinghong Qian (£ ##4L)

Mr. Yeming Liu (%8 R)

Mr. Rui Shi (£ 8)

Mr. Yu Shen (I %)

Non-executive Director

Mr. Xiang Fan (30 #1)

Residential Address

No. 62, Hehuachi
Zhaqiao Village
Anzhen Town

Xishan District, Wuxi
Jiangsu Province
China

No. 62, Hehuachi
Zhaqgiao Village
Anzhen Town

Xishan District, Wuxi
Jiangsu Province
China

Room 202, Door No. 1, No. 4 Building
No. 2, Chaonei Beixiao Street
Dongcheng District

Beijing

China

Room 101, Unit 1, Building No. 1
No. 61, Wuxing Street

Hanbin District, Ankang

Shaanxi Province

China

Room 202

No. 66, Huiquan Garden
Beitang District

Wuxi, Jiangsu Province
China

Room B, No. 10, 19th Floor, Block A
No. 83 Fuxing Road

Haidian District

Beijing

China

Nationality

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Name Residential Address Nationality

Independent Non-executive

Directors

Mr. Zongwei Li (=75 J%) Room 1101, No. 5 Chinese
Lane 2021, Changyang Road
Yangpu District
Shanghai
China

Mr. Biguang Wu (5 #55%) Room 302, Door 2, Building 17 Chinese
Yangzhuangbeiqu, Shijingshan District
Beijing
China

Mr. Naisheng Yao (WkJ%/B5) Room 602-01, Unit 4, No. 106 Chinese
Zhongguancun East Road, Haidian District
Beijing
China

Further information about the Directors and other senior management members are set out in the

section headed “Directors and Senior Management” in this prospectus.
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PARTIES INVOLVED
Name Address

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

Joint Global Coordinators China Securities (International) Corporate Finance
Company Limited
18/F
Two Exchange Square
8 Connaught Place
Central
Hong Kong

J.P. Morgan Securities (Asia Pacific) Limited
28/F, Chater House

8 Connaught Road Central

Central

Hong Kong

Huatai Financial Holdings (Hong Kong) Limited
Room 5808-12

The Center

99 Queen’s Road Central

Hong Kong

Alliance Capital Partners Limited
Unit 318, 3rd Floor

Shui On Centre

6—8 Harbour Road

Wanchai

Hong Kong
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Joint Bookrunners and Joint Lead Hong Kong Public Offering
Managers

China Securities (International) Corporate Finance
Company Limited
18/F
Two Exchange Square
8 Connaught Place
Central
Hong Kong

J.P. Morgan Securities (Asia Pacific) Limited
28/F, Chater House

8 Connaught Road Central

Central

Hong Kong

Huatai Financial Holdings (Hong Kong) Limited
Room 5808-12

The Center

99 Queen’s Road Central

Hong Kong

Alliance Capital Partners Limited
Unit 318, 3rd Floor

Shui On Centre

6—8 Harbour Road

Wanchai

Hong Kong
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Legal advisors to the Company

International Offering

China Securities (International) Corporate Finance
Company Limited

18/F

Two Exchange Square

8 Connaught Place

Central

Hong Kong

J.P. Morgan Securities plc
25 Bank Street

Canary Wharf

London E14 5JP

United Kingdom

Huatai Financial Holdings (Hong Kong) Limited
Room 5808-12

The Center

99 Queen’s Road Central

Hong Kong

Alliance Capital Partners Limited
Unit 318, 3rd Floor

Shui On Centre

6—8 Harbour Road

Wanchai

Hong Kong

as to Hong Kong and U.S. laws:

Paul Hastings
21-22/F

Bank of China Tower
1 Garden Road

Hong Kong

as to U.S. and European Union sanctions law

related to Iran, Sudan and Russia

Paul Hastings LLP

875 15th Street. N.W.
Washington, D.C. 20005
U.S.
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as to Australian sanctions law
related to Iran, Sudan and Russia

HWL Ebsworth Lawyers

Level 5, HWL Ebsworth Building
6 National Circuit

Barton ACT 2600

Australia

as to PRC law:

Beijing Lu Tong United Law Firm

Floor 6, Building B, Beijing INN Plaza

No. 5 Dongshuijing Hutong, Dongcheng District
Beijing, China

as to Cayman Islands law:

Appleby

2206—19 Jardine House
1 Connaught Place
Central

Hong Kong

Legal advisors to the Underwriters as to Hong Kong and U.S. law:

Sidley Austin

Level 39, Two International Finance Centre,
Central

Hong Kong

as to PRC law:

Jingtian & Gongcheng

34/F, Tower 3, China Central Place
77 Jianguo Road, Chaoyang District
Beijing, China

Reporting accountants Ernst & Young
Certified Public Accountants
22/F, CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong
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Industry consultants Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
Room 1014-1018, Tower B
No. 500 Yunjin Road
Xuhui District
Shanghai, China

Internal control advisor Protiviti Shanghai Co., Ltd.
Unit 2618-38, Central Plaza
No. 381 Huai Hai Zhong Road, Huangpu District
Shanghai, China

Receiving Bank Standard Chartered Bank (Hong Kong) Limited
15/F Standard Chartered Tower
388 Kwun Tong Road
Hong Kong

Compliance Advisor Cinda International Capital Limited
45/F, COSCO Tower
183 Queen’s Road Central
Hong Kong
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Registered office

Head office and principal place of
business in the PRC

Principal place of business in
Hong Kong

Company website

Joint company secretaries

Authorized representatives

Clifton House

75 Fort Street

Grand Cayman KY1-1108
Cayman Islands

Xishan Road

Dacheng Industrial Zone
Anzhen Town

Xishan District

Wuxi, Jiangsu Province
China

36/F, Tower Two, Times Square
1 Matheson Street

Causeway Bay

Hong Kong

www.yadea.com.cn

(The information on the website does not form part of

this prospectus)

Mr. Yu Shen (L)
Room 202

No. 66, Huiquan Garden
Beitang District

Wuxi, Jiangsu Province
China

Ms. Sau Ping Wong (8 75 %), ACIS, ACS
36/F, Tower Two, Times Square

1 Matheson Street

Causeway Bay

Hong Kong

Mr. Yeming Liu (% #HERH)

Room 202, Door No.1, No.4 Building
No.2, Chaonei Beixiao Street
Dongcheng District

Beijing

China

Ms. Sau Ping Wong (¥ 75 %), ACIS, ACS
36/F, Tower Two, Times Square

1 Matheson Street

Causeway Bay

Hong Kong
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Audit Committee

Remuneration Committee

Nomination Committee

Cayman Islands Principal Share
Registrar and Transfer Agent

Hong Kong Share Registrar

Principal Bankers

Mr. Zongwei Li (ZEZ% %) (Chairman)
Mr. Naisheng Yao (Wt J%/H5)
Mr. Biguang Wu (% #85%)

Mr. Biguang Wu (% #85%) (Chairman)
Mr. Yeming Liu (% #HER)
Mr. Naisheng Yao (W73 /B5)

Mr. Jinggui Dong (# £8#) (Chairman)
Ms. Jinghong Qian (88 ##4L)

Mr. Naisheng Yao (#k %)

Mr. Biguang Wu (5 #55%)

Mr. Zongwei Li (&5 7% J#)

Estera Trust (Cayman) Limited
Clifton House

75 Fort Street

PO Box 1350

Grand Cayman KY1-1108
Cayman Islands

Tricor Investor Services Limited
Level 22

Hopewell Centre

183 Queen’s Road East

Hong Kong

Bank of Nanjing, Wuxi Xishan Branch
No. 1 East Xihu Road

Wuxi, Jiangsu Province

China

China Construction Bank, Cixi Branch
No. 279 Shishan Road

Cixi, Zhejiang Province

China

China Everbright Bank, Tianjin Huayuan Branch

No. 62-68 Caizi Yuan

Junction of Huayuan Road and Yashi Avenue

Nankai District, Tianjin
China



INDUSTRY OVERVIEW

The information and statistics set out in this section have been extracted and derived from
various official government publications, publicly available sources and private publications, unless
otherwise indicated. We believe that the sources of this information and statistics are appropriate
sources for such information and statistics and reasonable care has been exercised by our Directors
in extracting and reproducing such information and statistics. We have no reason to believe that such
information and statistics are false or misleading or that any fact has been omitted that would render
such information false or misleading. Neither we nor the Sole Sponsor, the Joint Global Coordinators
or our or their respective directors, advisors and affiliates have independently verified such
information and statistics. Accordingly, Neither we nor the Sole Sponsor, the Joint Global
Coordinators or our or their respective directors and advisors or any other parties involved in the
Global Offering makes any representation as to the accuracy and completeness of such information
and statistics. As such, the information from official and non-official sources contained herein should
not be unduly relied upon. Furthermore, due to the inherent time-lag involved in collecting any
industry and economic data, some of the data contained in this section may only represent the state of
affairs at the time such data were collected. As such, you should also take into account subsequent
movements in the industry and the PRC economy when you evaluate the information contained in this

section.

REPORT COMMISSIONED FROM FROST & SULLIVAN AND SOURCE OF INFORMATION

In connection with the Global Offering, we engaged Frost & Sullivan, an independent third party, to
conduct a study of the electric two-wheeled vehicle industry in China. Frost & Sullivan is a global
consulting company founded in 1961 in New York and has over 40 global offices with more than 1,800
industry consultants, market research analysts, technology analysts and economists. Frost & Sullivan’s
services include technology research, independent market research, economic research, corporate best
practices advising, training, customer research, competitive intelligence and corporate strategy. Frost &
Sullivan has been covering the Chinese market since the 1990s. Frost & Sullivan has four offices in China
and direct access to the knowledgeable experts and market participants in the electric two-wheeled
vehicle industry and its industry consultants, on average, have more than five years of experience.

We have included certain information from the Frost & Sullivan Report in this prospectus because
we believe such information facilitates an understanding of the Chinese electric two-wheeled vehicle
market by prospective investors. The methodology used by Frost & Sullivan in gathering the relevant
market data in compiling the Frost & Sullivan Report included primary interviews and secondary
research. Primary interviews were conducted with industry participants in the electric two-wheeled
vehicle industry to obtain objective and factual data and prospective predictions and the secondary
research involved reviewing company reports and publicly available resources including official
government publications. Frost & Sullivan considered the source of information reliable because (i) it is
general market practice to adopt official data and publicly available government sources; and (ii) the
information obtained from interviews is for reference only and the findings in this report are not directly
based on the results of these interviews.

Frost & Sullivan has a proven track record in providing market research studies to government and
private clients in the regions covered by the Frost & Sullivan Report. In compiling and preparing the Frost
& Sullivan Report, Frost & Sullivan has adopted the following assumptions: (i) China’s economy is likely
to maintain a steady growth in the next decade; (ii) China’s social, economic and political environment is
likely to remain stable in the forecast period, ensuring the stable and healthy development of the electric
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two-wheeled vehicle market; and (iii) there is no war or large scale disaster during the forecast period. We
have agreed to pay Frost & Sullivan a fee of RMB 1,030,000 for the preparation of the Frost & Sullivan
Report. The payment of such amount is not contingent upon the success of the Listing or the findings of
the Frost & Sullivan Report.

Our Directors confirm that, after reasonable investigation, there has been no material adverse
change in the market information since the date of the Frost & Sullivan Report which may qualify,
contradict or have an impact in any material respect on the information in this section.

OVERVIEW OF MACROECONOMIC ENVIRONMENT IN CHINA

GDP in China

Over the past years, the Chinese economy has maintained a solid growth even under the shock of the
global financial crisis. China’s GDP experienced fast growth from 2010 to 2015, with a CAGR of 10.60%.
Nonetheless, it is expected that the overall growth of the economy will slow down in the next three to five
years, and PRC authorities plan to keep utilizing policies, such as “Action Plan on the China-proposed
Silk Road Economic Belt and the 21st-Century Maritime Silk Road Initiative”, “Asian Infrastructure
Investment Bank”, so as to maintain stable economic growth. In the mean time, structural adjustment of
the economy is predicted to be pushed forward strongly by the Chinese authorities to improve the quality
and efficiency of economic development. From 2015 to 2020, it is expected that China’s nominal GDP
will maintain a CAGR of 6.2%.

Nominal GDP (China), 2010-2020E
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Per Capita Disposable Income and Expenditure in China

Significant increases in disposable income have created a sizeable consumer class, which is a strong
driving force to the increase in the overall consumption. The per capita disposable income of urban
households increased significantly, from RMB19,110 in 2010 to RMB31,190 in 2015 with a CAGR of
10.3%. Following China’s strong economic growth, the per capita disposable income of urban households
is expected to further increase to RMB49,470 by 2020, representing a CAGR of 9.7% from 2015 to 2020.
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The per capita disposable income of rural households increased from RMB5,920 in 2010 to
RMB11,420 in 2015, representing a CAGR of 14.0%. The per capita disposable income of rural
households is expected to reach RMB23,610 by the end of 2020, with a CAGR of 15.6% during the period
of 2015 to 2020. An increase in the income of rural households reflects a rapidly growing macro-economy

in rural areas, where the potential market is tremendous and promising.

Per Capita Disposable Income of Urban and Rural Household (China), 2010-2020E
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OVERVIEW OF THE ELECTRIC TWO-WHEELED VEHICLE MARKET

Definitions and Classifications of Electric Scooters and Electric Bicycles

In general, electric two-wheeled vehicles are divided into two categories — electric scooters and
electric bicycles. The appearance of an electric bicycle resembles that of an ordinary bicycle, with fewer
plastic parts coated, and more of the vehicle frame exposed. The battery is placed under the pedal or the
seat. Electric bicycles usually have a riding function, and the vehicles are comparatively light and
portable.

Electric scooters are further categorized into two classes — electric mopeds and electric motorcycles.
The exteriors of electric mopeds incorporate more molded plastic parts than electric bicycles, leaving less
of the vehicle frame exposed. The battery is located under the seat, which makes riding more comfortable
than on vehicles with lower battery placement. Compared with electric bicycles, electric mopeds are
regarded in the industry to be higher-end electric two-wheeled vehicles. In addition, as confirmed by the
PRC Legal Advisors, both electric bicycles and electric mopeds are classified as “electric bicycles” under

the National Standards. See “Regulatory Overview — III. Production Standards for Electric Bicycles.”

An electric motorcycle has a similar exterior appearance to that of an electric moped, with most
parts of the vehicle body coated with plastic parts. An electric motorcycle has a larger and more powerful
motor and a larger loading capacity. It also has a stronger braking system and a better overall

performance. Specific qualifications and licenses are required to produce electric motorcycles.
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According to standards which are commonly accepted in the electric two-wheeled vehicles industry,
the parameters of electric scooters and electric bicycles as shown below:

Product Electric Scooters Electric Bicycles

Electric Motorcycles Electric Mopeds"

Motor .......... Maximum continuous <240W <240W
rated power >4kw

Speed .......... Maximum speed > <20km/h <20km/h
50km/h

Load capacity .... 150kg 75kg 75kg

Cruising range . ... 60-80km 50-80km 50km

Electric bicycles as defined by the National Standards refers to both electric bicycles and electric
mopeds. For 2013, 2014 and 2015, our revenue generated from sales of both electric bicycles and electric
mopeds accounted for 99.4%, 98.6% and 99.0%, respectively, of our total revenue from sales of electric
two-wheeled vehicles. The average product lifecycle of electric two-wheeled vehicles is three to five
years.

Note:

(1)  For the avoidance of doubt, though, according to industry standards, electric mopeds fall within the scope of electric
scooters, electric mopeds are classified as electric bicycles under the National Standards.

Overview of the Global Electric Two-wheeled Vehicles Market

In the global market, the PARC and sales volume of electric two-wheeled vehicles have experienced
continuous growth since 2010. According to Frost & Sullivan, during the period between 2010 and 2015,
the retail sales volume rose from 30.6 million units to 39.2 million units per year, while the PARC
increased from 140.4 million units to 235.4 million units. It is forecast that the annual retail sales volume
and PARC will maintain continuous growth and reach 49.9 million units per year and 321.5 million units
per year, respectively, by the end of 2020.

Electric Scooters and Electric Bicycles by PARC and Retail Sales Volume (Global), 2010-2020E
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300 Retail Sales Value 6.63% 8.36% 25218 269.71
250 219.06

201.99

2010 2011 2012 2013 2014 2015 2016E 2017E 2018E 2019E 2020E

Source: Frost & Sullivan
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The volume of exports of electric two-wheeled vehicles from China to the global market increased
rapidly from 588 thousand units in 2010 to 1,984 thousand units in 2015, representing a CAGR of 27.5%.
Meanwhile, the portion of global total sales volume consisting of exports from China also increased from
1.9% to 5.1% during that time. The exports from China represented approximately 5.1% of the global
sales in 2015 and is forecast to increase to 8.0% by the end of 2020, as a result of growing Chinese
manufacturer production capacity and technology.

Exporting Volume of Electric Two-wheeled Vehicles (China), 2010-2015
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2,500
CAGR: 27.5% 1,984
2,000 -
1,500 1,112
i 819
1,000 ssg 607 665
wi B B N
O _ 1 1 1 1
2010 2011 2012 2013 2014 2015

Source: Frost & Sullivan

Overview of the Electric Two-wheeled Vehicles Market in China

In general, two-wheeled vehicles mainly include bicycles, electric two-wheeled vehicles and
motorcycles. From 2010 to 2015, the total sales volume of two-wheeled vehicles increased from 75.3
million units to 83.5 million units, representing a CAGR of 2.1%. At the same time, the sales volume of
electric two-wheeled vehicles as a percentage of total two-wheeled vehicle sales volume increased from
34.3% in 2010 to 40.2% in 2015, indicating that electric two-wheeled vehicles are gradually replacing
traditional two-wheeled vehicles like bicycles and motorcycles.

China is the largest consumer market for electric two-wheeled vehicles in the world. The rapid
growth of the electric two-wheeled vehicle industry in China has been driven largely by rising disposable
income and increasing demand for convenient transportation. More than half of the market demand is
driven by the purchase of a new product to replace an old one. According to Frost & Sullivan, by the end
of 2015, China’s retail sales volume and PARC accounted for 86.8% and 84.9% of those of the world
respectively.

The electric two-wheeled vehicle industry in China is growing with increasing demand and supply,
according to Frost & Sullivan. Meanwhile, as consumers seek well-designed and branded products,
market players have increasingly focused on brand building and product design. As such, manufacturers
with well-known brands and strong research and development capabilities are expected to enjoy a higher
growth potential.

According to Frost & Sullivan, the PARC of electric scooters and electric bicycles reached 199.8
million units in 2015 and is estimated to climb to 276.3 million units in 2020. The retail sales volume of
electric scooters and electric bicycles in China increased from 25.9 million units in 2010 to 34.0 million
units in 2015, with a CAGR of 5.6%. It is estimated that the retail sales volume in China will reach 44.0
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million units by the end of 2020, with a CAGR of 5.3%. Meanwhile, the retail sales value of electric
scooters and electric bicycles in China has experienced fast growth during the last few years, rising from
RMB58.2 billion in 2010 to RMBS82.2 billion in 2015, with a CAGR of 7.1%. Along with increasing
demand and rising retail prices, the sales value in China is expected to rise to RMB124.7 billion by 2020,
a CAGR of 8.7% from 2015. Consequently, the electric two-wheeled vehicle industry in China will

maintain steady growth in the coming years.

Market Size by PARC, Retail Sales Volume and Retail Sales Value (China), 2010-2020E

B PARC (Million Units) [ Retail Sales Volume (Million Units)
PARC 11.87% 6.69% M Retail Sales Value (Billion RMB)
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As aresult, according to Frost & Sullivan, the retail sales volume of electric scooters (consisting of
electric motorcycles and electric mopeds) in China is expected to reach 28.2 million units while the retail
sales value in China is expected to reach RMB®88.87 billion in 2020, CAGRs of 7.5% and 10.8%,
respectively, as compared to expected CAGRs of 2.0% and 4.3% for the retail sales volume and retail
sales value, respectively, of electric bicycles during the same period. For electric bicycles, the retail sales
volume is expected to reach 15.8 million units while the retail sales value is expected to reach RMB35.9
billion in 2020.

Market Size of Electric Scooters (consisting of electric motorcycles and electric mopeds) by Retail
Sales Volume and Retail Sales Value (China), 2010-2020E

M I Retail Sales Volume (Million Units) M Retail Sales Value (Billion RMB)
100 Retail Sales Volume 6.89% 7.48%
88.87
90 Retail Sales Value 8.23% 10.82%
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Market Size of Electric Bicycle by Retail Sales Volume and Retail Sales Value (China), 2010-2020E
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As the electric two-wheeled vehicle market has become more developed, although absolute sales of
both electric scooters and electric bicycles have increased, there has been a clear trend of consumers
purchasing more electric scooters and fewer electric bicycles relative to the size of the overall market. As
illustrated from the tables above, electric bicycles’ aggregate market share is expected to decline from
45.6% in 2010 to 36.0% in 2020 in terms of sales volume, and from 38.5% in 2010 to 28.8% in 2020 in
terms of sales value. In general, we believe that the major drivers of this trend are the increased consumer
purchasing power and preference for the superior comfort, safety, and power and larger load capacities
and product diversification of electric scooters.

Regulatory Evolution of the Electric Bicycle'” Industry
The following is a regulatory history of electric bicycles in China.
1999 to 2003: Relatively Unregulated

The electric bicycle first became popular in the late 1990’s. Its rapid ascent in popularity among
Chinese consumers occurred for obvious reasons—the electric bicycle travelled relatively fast with little
effort and was affordably priced. To meet that demand, a large number of manufacturers of varying sizes,
experience and capabilities entered the market. As a result, China witnessed an electric bicycle industry
that, along with its rapid growth, became very fragmented with thousands of brands of great variances in
terms of brand recognition, manufacturing quality and product reliability.

The first regulations of electric bicycles were adopted in 1999. The General Technical Requirements
for Electric Bicycles (National Standards, GB17761-1999), which were promulgated in May 1999 and
became effective in October 1999, were the main general standards governing electric bicycles product
quality. However, no regulatory body or government agency was designed and established to be in charge
of implementation (such as setting license registration requirements and rules of the road) and

Note:
(1)  Electric bicycle as defined by the National Standards refers to both electric bicycles and electric mopeds. For 2013, 2014 and

2015, our revenue generated from sales of both electric bicycles and electric mopeds contributed 99.4%, 98.6% and 99.0% of
our total revenue from sales of electric two-wheeled vehicles, respectively.
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enforcement. In addition, the electric bicycle was developed at a time of a growing regulatory trend to
restrict the use of motorcycles due to concerns about safety and environmental friendliness. There was
still significant uncertainty as to whether the electric bicycle should be regulated as a motorcycle (i.e. a
“motorized vehicle” in the language of the law) or a bicycle (which, as a “non-motorized vehicle” was
largely unregulated).

The result of these regulatory uncertainties was that, despite the promulgation of the National
Standards, there remained little actual regulatory oversight over the product, the industry, and the rules of

the road for electric bicycles in China.

2004 to 2008: Increasing Regulation but Varying Approaches

The Road Traffic Safety Law of the PRC, promulgated in May 2004 had a significant impact on the
regulatory development of electric bicycles. To resolve the previous confusion, the law clearly stated
electric bicycles would be categorized as “non-motorized vehicles” and would be regulated as such. In
particular, the law required that “non-motorized vehicles” should be “registered based on laws and
regulations” before use. The Road Traffic Safety Law, therefore, set a clear direction for the adoption of
a product catalogue regime on the regulation of electric bicycles nationwide. In general, under a product
catalogue regime, if a branded product meets the government-set technical standards, such product, upon
completion of an application process, will be included in the product catalogue and qualify for sale and

use.

The Road Traffic Safety Law delegated the promulgation and implementation of detailed
regulations on “non-motorized vehicles”, including electric bicycles, to provincial level governments. In
practice, however, development and implementation of these regulations required significant time, and
the Road Traffic Safety Law did not specify a time frame for implementation. As a result, the direction set
by the PRC central government regulation, i.e. through product catalogue, gained little momentum, and
there remained substantial inconsistencies in regulatory approaches among the various regions in China.
While some cities have developed and implemented a product catalogue regime, many cities and
provinces at the time had no regulations on electric bicycles. Certain other cities effectively imposed an
outright prohibition on the use of electric bicycles through restrictions on granting of license plates or use
in some areas. Between 2004 and 2008, 12 cities implemented such regulations, including Wuhan
(August 2005), Haikou (December 2006), Shenyang (January 2007), Foshan (December, 2008),
Shenzhen (May 2007) and Xiamen (December 2008) to the city centers and other specific areas but not to
the suburbs of the cities where the electric bicycles may continue to be used legally, and Taiyuan (August
2005), Zhuhai (July 2005), Guangzhou (November 2006), Changzhou (January 2007), Fuzhou (July
2007), Dongguan (August 2007) where such regulations applied to the entire cities.
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2009 to Present: Toward a Well-regulated Market with Product Catalogue Regime

As the demand and market for electric bicycles continue to grow (particularly driven by increasing
environmental consciousness), and as the consumption power of Chinese consumers continue to increase,
brand recognition and product quality became increasingly important. Government support for
environmentally friendly products has also continued. For instance, in June 2010, the PRC government
promulgated a government subsidies program for manufacturers of “highly efficient” engines (including
those manufacturers of products incorporating such engines)‘". The electric bicycle industry experienced
an increasing consolidation towards the leading brands, which generally have more resources in product
development, manufacturing and as a result better product quality than the lesser known brands and
smaller manufacturers.

The regulatory landscape for electric bicycles, which before then was rather disjointed, also began
to coalesce. The regulatory approach that increasingly gained acceptance throughout China was
regulation through a product catalogue regime, which was consistent with the direction set by the 2004

Road Traffic Safety Law, particularly as the law was implemented at the local levels across China.

To date, all four municipalities have promulgated and implemented product catalogues for electric
bicycles. Of the 23 provinces, nine regulate through product catalogues, with the remaining in the process
of promulgating such product catalogues. Of the five autonomous regions, two have promulgated and

implemented product catalogues, with the remaining in the process of promulgation.

Of the abovementioned 12 cities that promulgated regulations to restrict the use of electric bicycles
between 2004 and 2008, seven (including Taiyuan (August 2014), Wuhan (June 2011), Haikou
(September 2011), Changzhou (November 2010), Shenyang (June 2012), Fuzhou (April 2010) and
Foshan (May 2013)), have loosened such restrictions and instead have regulated through license
registration or by developing product catalogues.® Furthermore, since 2009 there have been no new

regulations at the local level that imposed outright prohibition or restriction on use of electric bicycles.

Notes:

(1)  The Ministry of Finance and NDRC of PRC encourage the manufacture of “highly efficient” engines by promulgating and
implementing the “Implementation Rules of Energy Saving, Consumer Benefiting, Highly Efficient Engine Promotion” ( i fE
iy 2R R 1 30 I S D A HY) (“Implementation Rules”), which came into force on May 31, 2010. Since our
Group’s products fell under the scope of “highly efficient” engines as defined in the Implementation Rules, and we met all
eligibility requirements, we were approved to be included in the Catalogue of the Energy Saving, Consumer Benefiting,
Highly Efficient Engine Promotion ( Hfi GE & i 25 [ T2 ey 8¢ S 4/ H £%) in 2013. As a result, we have received relevant
subsidies from the government.

(2) In 2013 and 2014, our aggregate revenue derived from distributors in Taiyuan, Shenyang and Foshan during the respective
period when regulations restricting electric bicycles were in effect totaled RMBI11.6 million and RMB6.1 million,
respectively, or 0.23% and 0.10% of our total revenue, respectively. As advised by our PRC Legal Advisors, revenue derived
from our distributors in these cities were legal income as the relevant prohibitions or restrictions apply to the use of rather
than the sale of electric bicycles, and therefore we are not subject to any government penalties for our sales of electric
bicycles in the relevant cities.
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As of the Latest Practicable Date, only five cities prohibit or restrict the use of electric bicycles:
Guangzhou, Shenzhen, Dongguan, Zhuhai and Xiamen."” Guangdong province, where the former four of
the five cities are located, promulgated a regulation to implement a product catalogue regime for electric
bicycles in October 2013. Although the regulation set out the technical standards, the product catalogues
(which would contain qualified product brands) have not been published to date, but are expected to be
published in the near future. With respect to Xiamen, the prohibition on the use of electric bicycles
applies only to a limited number of roads.

KEY DEVELOPMENT DRIVERS AND MARKET OPPORTUNITIES OF THE ELECTRIC
TWO-WHEELED VEHICLE INDUSTRY IN CHINA

Key Development Drivers

Key development drivers of the electric two-wheeled vehicle industry in China can be categorized
into three categories: demand side, supply side and regulatory side.

Demand side:

Rising disposable income. According to Frost & Sullivan, the per capita disposable income of urban and
rural households in China increased significantly from 2010 to 2015. Meanwhile, it is estimated that the
per capita disposable income of urban and rural households will reach RMB49,470 and RMB23,610
respectively by 2020. As more consumers can afford electric two-wheeled vehicles, especially electric
scooters, the sales volume of electric two-wheeled vehicles is expected to grow further. On the other
hand, current users of electric two-wheeled vehicles are able to allocate more budgets to purchase the
upgrading products, which will lead to a faster turnover rate and stimulate growth.

Gradually maturing consumer preference and consumption habits. According to Frost & Sullivan,
consumer purchase behavior has become increasingly mature and rational. The key factors that
consumers consider during their purchases have changed from production quality and price to diversified
functionality, riding comfortability, product appearance, and design and, secondarily, branding.
Moreover, consumers are attracted to high-end brands and willing to pay more for intelligent and stylish
products with greater user experience and riding pleasure. In view of the gradually maturing consumer
preference and consumption habits, manufacturers continue to invest in product research and
development, which will stimulate the overall development and virtuous cycle of the market.

Increasing demand for convenient transportation. Public transportation systems in urban cities have been
under great pressure in China. According to Frost & Sullivan, the average time spent on commutes to
work (round-trip) is 124 minutes in Beijing and 98 minutes in Shanghai. Commuters spend a significant
amount of time on their daily commutes. As environmental friendly, convenient and cost efficient
vehicles, electric two-wheeled vehicles are suitable for short-distance transportation, and have become
increasingly popular.

Note:

(1) In2013, 2014 and 2015, revenue derived from our distributors in these regions totalled RMB26.5 million, RMB71.4 million
and RMB112.2 million, respectively, representing 0.52%, 1.23% and 1.74% of our total revenue, respectively. Recently,
Beijing also placed restrictions on the use of electric bicycles in the center of the city on Chang’an Avenue and certain streets
in the surrounding area. These areas are heavy traffic areas where all traffic (including cars, trucks, bicycles and
pedestrians) are highly regulated.
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Supply side:

Increasing brand building and marketing, and continuing investment in product research and
development. In order to broaden market influence and capture more potential consumers, market players
now put an increasing emphasis on brand building and marketing. Meanwhile, continuous investment in
product research and development by manufacturers are expected to stimulate an industrial upgrade of

the whole market.

Continuing improvement in product design and industry consolidation. The designs and styles of electric
two-wheeled vehicles greatly affect consumer purchase decisions. Upon realizing the advantages they
derive from well-designed products, manufacturers of electric two-wheeled vehicles are less likely to be
confined in the competition that results from product homogenization, thus promoting product
differentiation in the electric two-wheeled vehicle industry. Meanwhile, the electric two-wheeled vehicle
industry has begun to consolidate, as competition has concentrated on several large-scale manufacturers.
Therefore, the competitive advantages of large-scale and branded companies will become more
prominent, and the competition concentration is expected to increase further, leading to an industrial

restructuring.

Regulatory side:

Continuing support of development of electric vehicle products. Due to severe air pollution and serious
environmental problems, the PRC government has implemented a series of measures to support the
development of electric vehicle products to protect the environment, including electric two-wheeled
vehicle products. These policies are expected to stimulate the continued development of the electric

two-wheeled vehicle industry.

Improving regulatory control. To regulate the electric two-wheeled vehicle market, the central and
regional governments in China have published a series of laws, rules and regulations which serve to
regulate the product standards. A continuous improvement of the legal environment helps ensure a
sustainable and healthy development of the market. Thus, industry leaders will gain more and more
benefit from the regulated market. According to Frost & Sullivan, in terms of revenue, our market share
of the Chinese electric two-wheeled vehicle market increased from approximately 9.33% in 2013 to
approximately 10.50% in 2015.
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COMPETITIVE LANDSCAPE OF THE ELECTRIC TWO-WHEELED VEHICLE MARKET IN
CHINA

The electric two-wheeled vehicle market in China has experienced integration and consolidation
during the past few years. In 2010, there were over 2,500 electric two-wheeled vehicle brands in the
market. Due to the rapid growth of the electric two-wheeled vehicle industry in China, there were a large
number of small- and medium-size players in the market. By the end of 2015, the industry had
consolidated to about 250 manufacturers above designated scale (FA#EDA E{3), which are
manufacturers with an annual revenue of not less than RMB200 million. Among all players in the electric
scooters and electric bicycles market, We ranked the highest in terms of revenue and net profit,
accounting for 10.5% and 24.0% of the total market in 2015, respectively. Furthermore, among all the
players in the electric scooters and electric bicycles market, we experienced the highest growth during the
Track Record Period in market share in terms of sales volume, revenue and net profit. Our market share in
terms of sales volume, revenue and net profit increased from 8.2%, 9.3% and 19.0% in 2013 to 9.8%,
10.5% and 24.0% in 2015, respectively.

Overall Market Share of Electric Scooter Market Share by Electric Bicycle Market Share by
Major Competitors by Revenue (China), 2015 Revenue (China), 2015
Revenue (China),2015.
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The table below sets forth the background of the top five competitors in the electric two-wheeled
vehicle industry in China:

Market Share

by Revenue Establishment Production Capacity
Company (2015) Year Headquarters (2015)
the Group . 10.50% 2001 Wuxi 5.0 million units
Aima . ... 8.75% 1999 Tianjin 5.9 million units
Luyuan . .. 495% 1997 Jinhua 1.9 million units
Sunra . ... 4.76% 1999 Wuxi 3.5 million units
Tailg . ... 4.33% 2004 Shenzhen 2.0 million units

Source: Frost & Sullivan
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According to Frost & Sullivan, the top five players in the electric two-wheeled vehicle industry in
the PRC had gross profit margins ranging from 15.0% to 18.9% in 2015, with the Company having the
highest gross profit margin. This reflects a combination of the Company’s focus on high-end products and

its leading industry position.

BARRIERS TO ENTRY IN THE ELECTRIC TWO-WHEELED VEHICLE INDUSTRY IN CHINA

There are several market entry barriers that prevent competitors from entering the electric

two-wheeled vehicle market. The key barriers to entry to the market include:

o Branding. Leading companies have already generated a high level of brand awareness among
consumers. Also, leading companies are able to develop different branding or various product
line strategies according to the diverse demands of target customers, which will help them
further accumulate brand reputation, and once the brand awareness increases and brand

positioning is recognized in the minds of consumers, it will be difficult to be replaced.

° Research and development capacity. Leading manufacturers have already established
well-organized in-house research and development systems to support new product
development, such as intelligent products, and existing product upgrade. Comparatively, new
entrants usually do not have enough capital investment and experienced team to support
research and development, resulting in competitive disadvantages in product design and
quality.

o Distribution. It is expected to take a long time for new entrants to build a solid and widespread
distribution network. In comparison, leading companies have already established a strong
distribution network, with deeper and wider marketing channels in major cities, as well as in
rural areas. As the sales of electric two-wheeled vehicles rely heavily on the distribution
network, it is hard for new entrants to alter the leading positions of existing large-scale

companies.

e After-sales services. Before making purchase decisions, consumers put more emphasis on
after-sales networks and service quality. It is difficult for new entrants to build a large and

mature network to compete.

° Comprehension of consumer demand. Existing market players usually have a better
understanding of consumer demand, which allows them to make timely adjustments on
products and sales strategies to adapt to changes in consumer demand and preferences. New
entrants, such as motorcycle and bicycle manufacturers, however, will have difficulties in
recognizing, understanding and capturing consumer demand and requirements to provide

corresponding products and services.
° Capital. Large-scale factories and sophisticated supply chain management require intensive

capital investment. It is unlikely that a new competitor will be able to threaten existing large

enterprises in light of such high requirements on capital and experience.
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PRICE TRENDS OF ELECTRIC TWO-WHEELED VEHICLES IN CHINA

The average retail sales price of electric two-wheeled vehicles has increased from RMB2,252 in
2010 to RMB2,419 in 2015, representing a CAGR of 1.4%. In light of the rising living standards and the
trend of developing high-end products, consumers have higher requirements for the safety and
appearance of electric two-wheeled vehicles, which in turn generally create demand for more expensive
products with higher quality. Accordingly, the average retail sales price of electric two-wheeled vehicles
is projected to increase to RMB2,836 at the end of 2020, according to Frost & Sullivan.

Both average retail prices (including batteries and chargers) and average wholesale prices
(excluding batteries and chargers) decreased in the second half of 2014 and in 2015 due to the drop in the
average prices of raw materials (especially batteries and motors) and increasing market competition. The
average retail price (including batteries and chargers) of electric two-wheeled vehicles was RMB2,483 in
2014, which dropped slightly to RMB2,419 in 2015. The average wholesale price for 2015 was
RMB1,385, also representing a slight decrease, from RMB1,432 in 2014.

Average Retail Sales Price in Retail Stores of Electric Scooters and
Electric Bicycles (China), 2010-2020E
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The table below shows the average retail selling prices (including the price of batteries and
chargers) and average wholesale-prices (excluding the price of batteries and chargers) of high-end and
low-end electric two-wheeled scooters and bicycles in 2015:

Retail Price for 2015 Wholesale Price for 2015
(including batteries and chargers) (excluding batteries and chargers'")
Electric Bicycles Electric Scooters Electric Bicycles Electric Scooters
High-end . .. .. >RMB2,239 >RMB3,139 >RMB1,201 >RMB1,694
Low-end. .. ... <RMBI1,591 <RMB2,288 <RMBS815 <RMBI,106

Note:

(1) When selling our products to distributors, the revenue of batteries and chargers are normally calculated separately

from the revenue of the electric two-wheeled vehicles.
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Price Trend of Key Raw Materials

The manufacture of electric scooters and electric bicycles are affected by fluctuations in prices of
raw materials, mainly batteries and electric motors. Prices of batteries and electric motors are in turn
affected by fluctuations in commodities such as lead, copper and steel. Since batteries and electric motors
are among the major raw materials used for our Group’s electric two-wheeled vehicles, fluctuations in the

prices of these two raw materials are key factors which affect our Group’s cost of production.

The following chart illustrates the market prices of our major raw materials in China from 2010 to
2015, including 48V 12AH battery set, 48V 20AH battery set, 24mm motor and 35mm motor:

Average Retail Price of Battery and Electric Motor (China), 2010-2015
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Source: Frost & Sullivan

Battery

The average retail price of batteries was mainly affected by the price of raw materials and the
demand for electric scooters and electric bicycles. Stimulated by the increased demand from electric
two-wheeled vehicle industry, the average retail price of a 48V 12AH battery set and a 48V 20AH battery
set experienced an increase from approximately RMB412.3 and approximately RMB723.7 in 2010
respectively to approximately RMB490.5 and approximately RMB791.0 in 2011 respectively. However,
the average retail price of electric batteries has declined in recent years due to slight decreases in the cost
of the raw materials used in production. The average retail price of a 48V 12AH battery set and a 48V
20AH battery set experienced a recovery in July and August 2015, as the demand for battery set was
stronger than expected. Then the average retail price of a 48V 12AH battery set and a 48V 20AH battery
set finally dropped to RMB295.1 and RMB484.1, respectively, in December 2015.
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Electric Motor

Relative to the demand from electric two-wheeled vehicle industry and the price of its raw materials,
the average retail price of electric motor has evolved in similar trend. The average retail price of 24mm
motor and 35mm motor reached approximately RMB296.7 and approximately RMB368.0 respectively in
2011, which were mainly driven by the increasing demand of electric two-wheeled vehicle industry. From
2011 onwards, due to the decline of the prices of raw materials, the average retail price of 24mm motor
and 35mm motor dropped to approximately RMB224.5 and approximately RMB286.7 respectively in
2015.

TECHNICAL STANDARDS IN THE INTERNATIONAL MARKET

According to relevant EU regulations and as advised by our Industry Expert, Frost & Sullivan, any
electric two-wheeled vehicles must obtain the CE Marking certificate and EC Type-approval certificate
before selling to the European Economic Area and Turkey. CE Marking, affixed on products, are key
conformity marking signaling compliance with all applicable EC directives, and enables the free
movement of products within the European Economic Area and Turkey; the EC type approval certificate,
on the other hand, approves the satisfaction of a particular vehicle, whether unique or not, with the

relevant administration provisions and technical requirements of the relevant EU regulations.

All EU member states shall designate relevant accredited technical inspection centers/authorities to
test the safety and quality of the products to be imported to their countries and issue the above mentioned
international technical inspection certificates. Such certificates, once issued by designated inspection

agencies, are recognized in all member states in EU and Turkey.

With respect to our international sales, all of our exported products have obtained CE Marking
certificate and EC Type-approval certificate from RDW and TUV SUD before selling to European
Economic Area and Turkey. RDW is the Department of Road Transport of the Netherlands, the
administrative authority in the Netherlands that is responsible for supervising the inspection tests and
issuing the international inspection Certificates. It has developed extensive expertise through its years of
experience in executing its statutory and assigned tasks in the area of licensing of vehicles and vehicle
parts, supervision and enforcement, registration, information provision and issuing documents; TUV
SUD is an international technical service organization focusing on consulting, testing, certification and
training. It is headquartered in Munich, Germany with more than 22,000 employees across 800 locations.
TUV SUD is designated by Central Authority of the German Federal States for Safety (“ZLS”) to issue
the relevant certificates.

The Industry Expert, Frost & Sullivan, is of the view that CE Marking and EC Type-approval
certificates represent some of the highest standards in the world, and TUV SUD and RDW, being the
designated technical inspection centers/authorities of EU member states, are internationally recognized

testing agencies and are competent to issue CE Marking and EC Type-approval certificates.
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I. PRODUCTION LICENSES FOR ELECTRIC BICYCLES

The Regulations of the People’s Republic of China on the Administration of Production Licenses for
Industrial Products (€ % A R ILHN B T35 2 5 A 7 o] 75 8 B 91)) (the “Production License
Regulations”) were promulgated on July 9, 2005 by the State Council and became effective on
September 1, 2005 to regulate the quality and safety of products. Subsequently, the Measures for the
Implementation of the Regulations of the People’s Republic of China on the Administration of Production
Licenses for Industrial Products ({3 A RN [E] T 28 5 o AR 28 7 ] o6 85 UG ) BD R HFIS ) (the
“Production License Measures”), which were promulgated by the General Administration of Quality
Supervision, Inspection and Quarantine of the People’s Republic of China (“AQSIQ”) on September 15,
2005 for the implementation of the Production License Regulations, and the revised version were
promulgated on April 21, 2014, and implemented on August 1, 2014. Pursuant to the Production License
Regulations and the Production License Measures, relevant authorities above the provincial level are
responsible for issuing production licenses to enterprises that engage in the production of various
industrial products directly related to public safety, human health and the safety of life and property, such
as meat, dairy products, beverages, rice, cooking oil, alcohol, electric blankets, pressure pots, safety
helmets, hazardous chemicals as well as their packaging materials and containers. From time to time, the
AQSIQ formulates and revises the catalogue for the implementation of the system of production licenses
for industrial products. Enterprises which engage in producing products that are listed in the catalogue
are required to apply to the competent authorities to obtain a production license. Any enterprises which
have not obtained a production license from producing the relevant products. Enterprises which violate
the regulation will face warnings, fines, confiscations of illegally manufactured products and the sale
proceeds thereof, or suspensions or even closures of their businesses. In cases of serious violations,
criminal liability may also be imposed on the violating enterprises. The production licenses are valid for
three to five years. Before the expiry of the production licenses, enterprises are required to follow the

renewal procedure to renew the licenses in order to continue production.

According to the Announcement of the Product Catalogue Implementing the Production Licensing
System (2010 No. 90) (CBETA -G T A7 AL A R ) ol ) B2 4 B0 2 ot H 8% 09 22 15 ) (20104F2590%%) )
promulgated by the AQSIQ on August 25, 2010, the electric bicycles produced by the Company are
classified as electrical bicycles and are listed in the Product Catalogue Implementing the Production

Licensing System (CE 474 7 o7 a5 il B 487 B A0 28 5 H 8% ).
II. PRODUCTION LICENSES FOR ELECTRIC SPECIALTY VEHICLES

The Regulations on Safety Supervision of Special Equipment ({4558 5% 5 % 42 B 224 61 )) (which
became effective in 2003 and were revised in 2009) and relevant regulations were promulgated by the
State Council. Special equipment refers to boilers, pressure containers (including gas cylinders), pressure
pipelines, elevators, lifting machines, passenger ropeways, large amusement facilities and special motor
vehicles for special indoor (plant) use, which involve life safety and are associated with elevated degrees
of risk. Without approval from the Bureau of Safety Supervision of Special Equipment under the State
Council (B B 55 fl 5 % & B 48 31 7)), manufacturers of special equipment, including
battery-powered sightseeing vehicles and battery-powered platform trucks, such as sightseeing vehicles
for special indoor (plant) use and specialized motor vehicles for special indoor (plant) use, shall not carry

out any production and assembly activities.
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III. PRODUCTION STANDARDS FOR ELECTRIC BICYCLES

“Electric bicycles” as defined by the National Standards refers to both electric bicycles and electric
mopeds. The Electric Moped is classified under electric bicycles according to the Industry Standard and
governed by the National Standards (CEE®E)H 178 A FMIHAF)). Light Electric Motorcycle is
classified under Electric Motorcycles according to the Industry Standard and governed by the General
Technical Requirements on Electric Motorcycles and Light Electric Motorcycles (< 7& By JB T i 1 75 5 #¢
{6 JEE FE H 38 FH B A4 ) ). For 2013, 2014 and 2015, our revenue generated from sales of both electric
bicycles and electric mopeds contributed 99.4%, 98.6% and 99.0%, respectively, of our total revenue
from sales of electric two-wheeled vehicles. The remainder of our revenue during these periods was
derived from sales of light electric motorcycles.

1. Standards for Electric Bicycles

The General Technical Requirements for Electric Bicycles (National Standards,
GB17761-1999) (& By B 47578 F # M0 1F) (Bl RAZHEGB17761-1999) ), which came into effect
in 1999, are the main general standards governing electric bicycles. According to the General
Technical Requirements for Electric Bicycles (National Standards, GB17761-1999) (&) A 17
A MG) (A IEHEGB17761-1999) ) promulgated by the AQSIQ on May 28, 1999 and
which came into effect on October 1, 1999, inspections of electric bicycles are divided into
ex-factory inspections and type inspections (including periodic inspections and identification
inspections), and electric bicycles must pass the inspection by the quality inspection department of
the manufacturing plant and obtain an inspection certificate before the bicycles are allowed to leave
the factory. For type inspections, periodic inspections shall be conducted every three months for
manufacturers with output of 10,000 vehicles per month on four randomly selected samples
vehicles. The identification inspections are performed only for new products. There is no specific
National Standards requiring the type inspections to be performed by third-party inspection
agencies, hence they can be carried out by the inspection department of the company. Ex-factory
inspections are conducted on a one-by-one basis in batches. The ex-factory products must meet the
technical requirements for the inspected items or the requirements of the contracts between the
purchasers and the suppliers. The National Standards have specified veto items (including maximum
speed, braking performance, frame/front fork assembly strength), major items (including vehicle
weight, etc.) and general items. A product is considered qualified if its type inspection results meet
the following criteria: if its veto items completely meet the standard requirements, if 15 or more of
the major items meet the standard requirements, and, simultaneously, if nine or more of the general
items meet the standard requirements.

Provisions of the
standards

Technical ~ Inspection  Ex-factory Periodic  Identification

Categories of items Items inspected requirements  methods inspection  inspection  inspection
Veto items . . . . . .. Maximum Speed 5.1 6.1.1 X v/ "
Braking performance 5.2.1 6.2.1 X v/ v/
Frame/front fork assembly
strength 522 6.2.2 X v/ "
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Provisions of the

standards
Technical ~ Inspection  Ex-factory Periodic Identification
Categories of items Items inspected requirements  methods inspection  inspection  inspection
Major items . . . . . . Overall weight 512 6.1.2 X v/ "
Pedal riding performance 5.13 6.1.3 X v/ v/
Riding distance 5.1.4 6.1.4 X v/ v
Maximum cycling noise level 5.1.5 6.1.5 X v/ "
Motor power 5.1.7 6.1.7 X v/ "
Handlebar stem torque 5232 6.2.3.2 X v/ "
Horizontal tube and handlebar
stem torque 5234 6.2.3.4 X v/ v/
Handlebar stem and front fork
stem torque 5235 6.2.3.5 X v v/
Wheel static load 524.1 6.2.4.1 X v/ "
Wheel clamping force 5242 6.2.4.2 X v/ "
pedal spacing 525 6.2.5 X v/ "
Seat adjustment clamping strength 52.6.2 6.2.6.2 X v/ v/
Insulating ability 5282 6.2.8.2 v v/ v
Nominal voltage of the
accumulator battery 52.84 0.2.8.4 v/ v/ v/
Brake power cut-off device 5285 6.2.8.5 v/ v/ "
Undervoltage and over-current
protection 52.8.6 6.2.8.6 v v v
Overall riding requirements 5.5 6.5 X A "
General items . . . . . Power consumption per 100km 5.1.6 6.1.6 X v/ v
Handlebar stem safety line 5231 6.2.3.1 X v/ "
Tire width 5243 6.2.4.3 X v/ v
Seat tube safety line 5.2.6.1 6.2.6.1 X v/ v
Reflector and horn device 527 6.2.7 X v/ v
Electrical installations 5.2.8.1 6.2.8.1 X v/ v
Accumulator battery sealing 5283 6.2.8.3 X v/ v
Overall requirements 531 6.3.1 v/ v/ "
Wheel rim radial and end circular
run-out 532 6.3.2 X v/ v
Front/rear wheel rim and front
fork/frame flat and vertical
sides spacing 533 6.3.3 X v/ "
Front and rear wheel center plane
spacing 534 6.3.4 X v v
Physical appearance requirements
of vehicles 54 6.4 " v/ v
Manual specifications 5.6 6.6 v/ v/ "
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Remarks:

v represents items that must be inspected;

A represents items that are inspected on an as needed basis; and
X represents items that are not required to be inspected.

The following is a description of the specifications of select items in the above table.
Veto items
Maximum speed: less than 20km/hour

Braking performance: Braking distance in dry conditions and in wet conditions at maximum
speed is less than 4m and less than 15m respectively.

Frame/front fork assembly strength:

When a heavy object falls, the permanent distortion of distance between the front and rear
axles does not exceed 40mm. No visible cracks are seen in the shock test.

Major items
Overall weight: less than 40kg
Pedal riding performance: Pedal riding distance in 30 minutes shall be no less than 7km.
Nominal voltage of the accumulator battery: less than 48V

According to the Standardization Law of the People’s Republic of China ({H#E A [ 3 1 B 4%
#{b#%)) and its implementation regulations which was implemented on April 1, 1989, the
standards are divided into mandatory standards and recommended standards. Mandatory standards
are standards that are formulated for the protection of human health, personal and property safety
and standards that are legally enforceable pursuant to legal and administrative regulations, while
other standards are recommended standards. Certain standards which apply to electric bicycles are
mandatory standards.

The Law of the People’s Republic of China on Product Quality (the Product Quality Law)
(CHR#E N R ILFNEE VB 8295 )) (the “Product Quality Law™), was adopted by the Standing
Committee of the National People’s Congress on February 22, 1993 and was amended on July 8,
2000 and August 27, 2009, respectively. The Product Quality Law applies to all production and
marketing activities in the PRC. This law was made for the purpose of reinforcing the supervision
and management of product quality, clarifying product liabilities, protecting the key rights and
interests of consumers and maintaining the social and economic order.

The State Council has established a regulatory department to regulate nationwide product
quality, while local authorities conduct such duty at the local level. Products for sale must comply
with relevant quality and safety standards. Enterprises are prohibited from manufacturing or selling
counterfeit products in any way, including counterfeiting brand labels or providing false
information in relation to the manufacturers of the products. Failure to comply with national or
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industry human health standards, and any other relevant violations, may lead to civil liability and
penalties, such as damages, fines, suspensions or closures of businesses or confiscations of illegally
manufactured and sold products and the sales proceeds thereof. In serious cases of violations, the
responsible individuals or enterprises may be held criminally liable. The manufacturers of the
products shall pay compensation for the personal and property damages that are caused by the
potential defects of the products.

2. Ex-factory Inspections and Quality Control

According to the Bicycle Production License Implementing Regulations (€ B JJ 51z /) 4E 7€ #F
IS EEANHI)) (the “Implementing Regulations”) issued and implemented by the AQSIQ on
January 19, 2011 with its appendix revised in March 2014, the Implementing Regulations shall
apply to electric bicycles and gasoline bicycles. At the same time, such regulations also require that
a bicycle product shall be subject to inspection pursuant to the National Standards before leaving the
factory and the items to be inspected shall include its insulating ability, nominal battery voltage,
braking power-off device, undervoltage, over-current protection performance and the product’s
compliance with the general requirements, the overall appearance requirements and the
specifications set out in the manual.

The Notice on the Strengthening the Administration of Electric Bicycles (B il 5& 78 &) 7 17
HAE PR N)) was jointly issued by the Ministry of Public Security of the PRC, the Ministry of
Industry and Information Technology of the PRC, the State Administration for Industry and
Commerce of the PRC and the AQSIQ on March 18, 2011 to regulate the production, sale and use
management of electric bicycles. According to the abovementioned notice, the Provincial General
Administration for Quality Supervision and Inspection and Quarantine and the Provincial Industry
and Information Technology Department (& 'H & BB tulgtsye /& & T3EAE B ALHE) shall,
among other things, (i) strengthen the supervision and management towards electric bicycle
manufacturers and ensure that the manufacturers strictly comply with national production standards
and (ii) penalize electric bicycle manufacturers and sellers who fail to meet the National Standards
by ordering them to rectify issues of non-compliance within specified periods, imposing fines or
revoking their business licenses etc.

According to the Electric Bicycle Technical Safety Requirements ({T&E) B 17H % 4 7 fif 2
3K)) (the “Zhejiang Local Standards”) issued on August 29, 2005 and implemented on October 1,
2005 by the Zhejiang Bureau of Quality and Technical Supervision of the PRC, inspections of
electric bicycles are divided into ex-factory inspections and type inspections (including periodic
inspections and identification inspections), and electric bicycles must pass the inspection of the
quality inspection department of the manufacturing plant and obtain an inspection certificate before
the bicycles are allowed to leave the factory. Ex-factory inspections are conducted on a one-by-one
basis in batches. The ex-factory products must meet the technical requirements for the inspection
items or the provisions of the contracts between the purchasers and the suppliers. The Zhejiang
Local Standards have specified veto items (including maximum speed, braking performance,
frame/front fork assembly strength), major items (including vehicle weight, etc.) and general items.
A product is considered qualified if its type inspection results meet the following criteria: if its veto
items completely meet the standard requirements, 13 or more of the major items meet the standard
requirements and eight or more of the general items meet the standard requirements.

According to the Notice of the Jiangsu Provincial Government Office on Forwarding the
Opinions of the Provincial Public Security Bureau and Other Departments on the Enhancement of
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Electric Bicycle Management (7T #§ & BURT HE 23 BB i 4% 24 2\ 22 BE A5 50 1 BR A Jn s 35 8 13 47 F A5 3
B VLA A1) issued and implemented by the Office of the People’s Government of the Jiangsu
Province on September 8, 2011, products which are not listed on the “List of Registered Electric
Bicycle Production Enterprises and Products in the Jiangsu Province” (VL& & TE#) B 17 #4E & 4>
3£ S f i 2878 )) may not be sold in the Jiangsu Province and may not be registered by the Public
Security Department. According to the Notice of the Distribution of the Administrative Measures
for the Registration of Electric Bicycles in the Jiangsu Province ({VL#% % T8 3 17 514 24 M HF
%)) and the Technical Parameter Standards for the Administration of Registration of Electric
Bicycle Products in the Jiangsu Province (For Trial Implementation) ({VL#% & & 8 5 17 8L 5 5 52
BT 2 BUH # (5017) ) issued by the Economic and Information Commission of Jiangsu
Province, the Public Security Bureau of Jiangsu Province, the Industrial and Commercial
Administrative Bureau of Jiangsu Province and the Quality and Technology Supervision Bureau of
Jiangsu Province in December 2011, the overall performance of registered electric bicycle products
must comply with National Standards and meet the requirements set out in the Technical Parameter
Standards for the Administration of Registration of Electric Bicycle Products in the Jiangsu
Province (For Trial Implementation) (VL& & T8 B 17 8 o 588 HL 42 it 2 BOH &8 GlAT) ).
The standards set out in the Technical Parameter Standards for the Administration of Registration of
Electric Bicycle Products in the Jiangsu Province (For Trial Implementation)
(CTLHR B EE) A AT A R M lr 2 O (5017) )) are as follows: an electric bicycle
product in respect of which registration has been applied for shall, in all respects, be classified to be
a qualified product in accordance with the inspection conducted pursuant to the General Technical
Requirements for Electric Bicycles (National Standards, GB17761-1999) (&) H 178138 I 4% fif
) (B ZAEHEGB17761-1999) ) whereas its technical parameters must also meet the following
requirements: (i) the distance between the centers of its front and back wheels must be less than or
equal to 1,350mm; (ii) the widths of its front and rear decorative parts must be less than or equal to
500mm; (iii) the length of its middle axis must be less than or equal to 400mm; (iv) the widths of its
front and back tires must be less than or equal to 76.2mm; and (v) its weight (excluding batteries)

shall be less than or equal to 55kg.

According to the Notice of the Office of the Peoples’” Government of Guangdong Province on
the Administrative Measures Concerning Electric Bicycle Manufacturing Enterprises and Product
List of Guangdong Province (W& BB HATH AR AR 3 K i H 88 BEE)) forwarded to
the Provincial Public Security Bureau and other departments, which was issued and implemented by
the Office of the People’s Government of Guangdong Province on September 30, 2013, a system
shall be implemented in the Guangdong Province under which a list of electric bicycles approved for
registration shall be announced, and only products that are admitted to the abovementioned list may
be registered and be allowed to travel on the roads. Electric bicycle sales units should check and
inspect incoming goods in accordance with the abovementioned list and shall not sell products that
fail to comply with the various parameters published on the list. Electric bicycles shall conform to
the following technical parameters: the maximum speed, overall weight, pedal performance and
motor power etc. shall meet the national safety standards and the products should be manufactured
in accordance with the national technical standards and the parameters published on the
abovementioned list. To date, such a list of electric bicycles in the Guangdong Province has not yet
been published.
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IV.

At present, the local standards have not been formulated in Tianjin. Currently, the standards for
the production, ex-factory inspection and quality control of electric bicycles that are implemented in
Tianjin are executed with reference to the National Standards.

Where National Standards are silent, extra standards may be implemented by the local
authorities, (including, for example, Jiangsu province, which has implemented three requirements
not found in National Standards, and Zhejiang province, which has implemented six veto items as
compared to three under National Standards), and in these cases, we only sell the vehicle models
that meet local regulatory requirements.

3. Electric Motorcycle Standards Available for Reference

The Announcement of Approved National Standards (Zong No. 148) (<[5 Z % ¥ HEUE M A
) (é@%MS?ﬁ)) issued by the Standardization Administration of the PRC on June 25, 2009 has
specified four sets of standards for electric motorcycles and light electric motorcycles (the “New
Standards”), namely the Safety Requirements for Electric Motorcycles and Light Electric
Motorcycles (75 ) JBE 5 5 Fl 25 B 4 (H BEFL L2 2 225K )) (GB 24155-2009), the Power
Performance Test Method for Electric Motorcycles and Light Electric Motorcycles (€ 7& 5 B 4T i Al
o Y A L LB SRR RABE 77 15)) (GB/T 24156-2009), the Energy Consumption Rate and
Driving Range Test Method for Electric Motorcycles and Light Electric Motorcycles (€ 78 B £ 5
1 38 e JEE B RE BB VH FE R M A B AR BB 075 )) (GB/T 24157-2009) and the General
Technical Requirements on Electric Motorcycles and Light Electric Motorcycles ({7 B JB T 5l
B 5 S {6 JEE FCEAE FH H T4 ) (GB/T 24158-2009). However, pursuant to the Notice on the
Implementation of Standards Relating to Electric Motorcycles (Guo Biao Wei Gong (2009) No. 98)
( A 6 ) 2 4T HRH B PR R B 35 P A 0 (B AR 22 T —[2009]198%%) )) issued by the
Standardization Administration of the PRC on December 15, 2009, the implementation of the
standards involving Light Electric Motorcycles as set out in the New Standards shall be suspended,
while amendment work on the General Technical Requirements for Electric Bicycles (National
Standards, GB17761-1999) (E®) B 17840 FH H M4 ) (B ZEEHEGB17761-1999) ) shall be
accelerated.

Pursuant to the General Technical Requirements for Electric Motorcycles and Electric Mopeds
(78 By JBE + B RN R WY 08¢ (5 B E B A BT 1)), the implementation of which has been
suspended, electric motorcycles are motorcycles driven by electricity and are divided into electric
two-wheel motorcycles and electric tricycles: (i) electric two-wheel motorcycles are two-wheel
motorcycles driven by electricity with a maximum speed of over 50km per hour; and (ii) electric
tricycles are tricycles driven by electricity with a maximum speed of over S0km per hour and an
overall weight of not over 400 kg. Light electric motorcycles are light motorcycles driven by
electricity and are divided into light electric two-wheel motorcycles and light electric tricycle
motorcycles: (i) light electric two-wheel motorcycles are driven by electricity with a maximum
speed of over 20km per hour but not over 50km per hour; and (ii) light electric tricycle motorcycles
are driven by electricity with a maximum speed of not over 50km per hour and an overall weight not
over 400 kg.

REQUIREMENTS RELATING TO THE LICENSING OF AND ROAD USE BY ELECTRIC
TWO-WHEELED VEHICLES

The Road Traffic Safety Law was adopted on October 28, 2003 and came into effect on May 1, 2004.

It was last amended on April 22, 2011, and the amended Road Traffic Safety Law came into effect on May
1, 2011.

— 94



REGULATORY OVERVIEW

The Road Traffic Safety Law distinguishes “non-motorized vehicles” from “motorized vehicles”.
According to Article 119 of the Road Traffic Safety Law, “non-motorized vehicles” refer to such means of
transport as are driven or drawn by man or animals on roads, motor wheelchairs for the disabled and
electrically operated bicycles which have power sets but the designed maximum speed per hour, the light
quality and the external size of which are in conformity with the relevant PRC standards for
non-motorized vehicles. As such, the electric bicycles are categorized as “non-motorized vehicles”, while
the electric motorcycles are “motorized vehicles”. The Road Traffic Safety Law has different
requirements for non-motorized vehicles and motorized vehicles, such as regards driver qualification
(motorized vehicle drivers are required to have a driver’s license, while drivers of non-motorized vehicles
are not), driving requirements (motorized vehicles are required to be driven in road lanes, while
non-motorized vehicles and pedestrians are required to use the sides of roads), and license plate
requirements (motorized vehicles are acquired to have a license plate hung in a certain way in accordance
with relevant regulations, while no such requirement is imposed on non-motorized vehicles).

Also, according to article 18 of the Road Traffic Safety Law, the non-motorized vehicles that are
required to register can be used on the roads only after registering with the government. In addition, the
scope of such non-motorized vehicles shall be specified by local governments based on local conditions,
and any non-motorized vehicles should meet the technical standards in terms of overall weight, braking
performance, overall size and reflector and horn device.

A number of local governments in the PRC, including the municipal governments of Guangzhou
Shenzhen, Dongguan, Zhuhai and Xiamen, have promulgated rules and regulations (provisions) which,
among other things, completely prohibit the riding of electric bicycles/electric scooters and the riding of
non-local electric two-wheeled vehicles in prescribed districts, and also restrict the usage of electric
two-wheeled vehicles. Pursuant to the Road Traffic Safety Administrative Provisions of the Shenzhen
Special Economic Zone (TS84 45 17 48 P& 58 4 % 2 4 #8566 ) ) promulgated on October 31, 2011
and amended on December 25, 2012 by the Shenzhen People’s Congress, no electric bicycles or electric
scooters shall be used on the roads. Pursuant to the Registration Measures for Electric Bicycles in
Xiamen (/&M EH) A 17THEFLHE)) which were promulgated by the Public Security Bureau of
Xiamen on January 30, 2012 and which came into effect on March 1, 2012, electric bicycles are
prohibited from travelling in the Huli District and the Siming District. Pursuant to the Notice on the
Distribution of the Plans for Refusal of Registration and Road Use by Electric Bicycles in Dongguan
from the Dongguan People’s Government of the Guangdong Province ({J& # & W 5¢ 17 A B BUR B A EN
BRGENEE AATHEA TR » AU AT E 7 Z M) issued and implemented by the
Dongguan People’s Government of Guangdong Province on July 25, 2007, it is the spirit of the Reply on
the Prohibition of Electric Bicycles from Registration and Road Use in Dongguan (Yue Fu Han (2007)
No. 146) (CERRZET A UET BB [ 175850 1 B AT B R E R HEE D) (BT K [2007]146%%) ) issued by
the provincial government that no electric bicycles shall be registered or used on the roads within the
entire city.

The local governments in other parts of the PRC, such as Beijing, Shenyang, Nanjing, Shanghai,
Hefei, Wuhan, Chongqing, Changsha, Guiyang, Haikou and Sanya, (i) require that dealers shall apply to
the relevant traffic control departments for the approval of the sale of electric two-wheeled vehicles
(generally referred to as “admission to the relevant list”); (ii) require that end customers shall register
their electric two-wheeled vehicles (generally referred to as “being licensed”); and (iii) restrict or
prohibit the sale and /or use of electric two-wheeled vehicles which fail to conform to the standards
required for electric two-wheeled vehicles. For instance, the Administrative Measures for Non-Motor
Vehicles in Shanghai (€_& i 7 JF #5) #5045 $ 3#7%: ) ) promulgated by the People’s Congress of Shanghai
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on October 20, 2013 stipulates that any non-motor vehicles sold in Shanghai shall be registered with the
relevant authorities. Under the Administrative Measures for Electric Bicycles in Fuzhou ({(f&/JH i &EH) H
1TH A P ) ) which were promulgated in Fuzhou on April 16, 2010 and which took effect on May 20,
2010, sale of electric vehicles which fail to conform to National Standards shall be prohibited, and
electric two-wheeled vehicles shall be registered by their end-users. Pursuant to provisions of the Notice
on Further Strengthening the Administration of Electric Bicycles in Wuhan (a2 17 B A #E — 20 i 5 &8
B HATH A A5 )) and the Administrative Measures for the Registration and Licensing of Electric
Bicycles in Wuhan (CRETTESE A7 8 850 L H B HHEL)), electric bicycles within the
administrative region of this city shall be registered, and, according to the relevant requirements,
“non-compliant vehicles” shall not be registered and shall be prohibited from travelling on the roads.

Henan, Hebei and Jilin Provinces have not promulgated provincial regulations that prohibit the
travelling of electric bicycles within each of the abovementioned provincial areas or require that they
shall only travel on the roads after being registered.

V.  LAWS AND REGULATIONS IN RELATION TO PRODUCTION SAFETY

Pursuant to the Production Safety Law of the People’s Republic of China ({H ¢ A R I B % 4 4
%)) which took effect on November 1, 2002 and which was amended on August 31, 2014, the State
Administration of Work Safety ([ %% 44 i BB & P4 J5)) is in charge of the overall administration
of work safety. This law provides that units engaged in manufacturing business activities shall conform to
the national or industry standards formulated for the protection of production safety, and shall meet the
criteria for production safety as stipulated in the legal and administrative regulations and in the national
or industry standards. Enterprises shall take necessary measures to set up and maintain proper equipment,
monitor production safety procedures, designate specific personnel, conduct on-site training and take all
other measures required by law to ensure the safety of employees and the public. Responsible persons
who, or enterprises which, fail to perform the production safety management duties shall be ordered to
make rectifications within prescribed periods and/or pay fines. Parties who fail to rectify within such
prescribed periods will be ordered to suspend production and business for rectification. In serious cases
of violations involving production safety accidents, the responsible persons shall be held criminally
liable.

VI. LAWS AND REGULATIONS RELATING TO THE IMPORTS AND EXPORTS OF
PRODUCTS

The Foreign Trade Law of the People’s Republic of China ({9 A R AL F1 B 4N 5515 )), which
was promulgated on May 12, 1994 and revised on April 6, 2004, and the Measures for the Archival Filing
and Registration of Foreign Trade Operators ({¥4ME 5588 & i £ &5 )), which were
promulgated by the Ministry of Commerce of the PRC on June 25, 2004 and became effective on July 1,
2004, require that foreign trade operators who engage in the import and export of goods or technologies
shall file a registration with the Ministry of Commerce of the PRC or an institution authorized by the
Ministry of Commerce of the PRC. In addition, if a company imports or exports goods as a consignor or
a consignee, it shall register with the local customs authority and obtain the People’s Republic of China
Customs Declaration Registration Certificate for Consignors and Consignees (€ #& A R L B ifg )
O B N B GE S # D)) pursuant to the Provisions for the Registration of Customs
Declaration Agents (€2 A [ 70 20 147 B 365 e B9 o2 5 1 65 0 8 PR ML ZE ), which were promulgated
on March 31, 2005 and became effective on June 1, 2005. The Provisions of the People’s Republic of
China for the Administration of Registration of Declaration Entities (H#& A & 3 A1 5 g B % B 25007 5
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&L HEBLE ) ), which were promulgated and took effect on March 13, 2014, repealed the foregoing
regulations but remained the registration requirement for the customs declaration enterprises.

Pursuant to the Law of the People’s Republic of China on Import and Export Commodity Inspection
(CHr e N R ILFNE A 10 S A8 B8 %)), which was promulgated by the Standing Committee of the
National People’s Congress on February 21, 1989 and revised on June 29, 2013, and the Regulations for
the Implementation of the Law of the People’s Republic of China on Import and Export Commodity
Inspection (€ H 3 A R A4 1 sl A B8 12 B 06 491 ), which were approved by the State Council
on August 10, 2005, became effective on December 1, 2005 and were amended on July 18, 2013, the
AQSIQ shall take charge of the inspections of import and export commodities nationwide, while local
inspection authorities shall administer the inspections of import and export commodities in the regions
they are responsible for. The content of the inspections shall include items such as quality, specifications,
quantity, weight and packaging, as well as compliance with requirements such as safety, hygiene, health,
environmental protection, prevention of fraud. In addition, the inspections are regulated by the inspection
standards specified under the laws.

VII. LAWS AND REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION

Pursuant to the Environmental Protection Law of the People’s Republic of China (' #E A\ R IL A
RERGEE)), which was promulgated and became effective on December 26, 1989, and was amended on
April 24, 2014, the Environmental Protection Administrative Department of the State Council shall
establish national standards for environment quality. Provinces, autonomous regions and centrally
administered municipalities may establish local environment quality standards with regard to items that
have not been specified in the national standards, and shall submit the standards to the Environmental
Protection Administrative Department of the State Council for record.

Pursuant to the Law of the People’s Republic of China on Appraising of Environment Impacts
(CHp N RGN 30 B 35 52 22 5T /H 74 ) ), which was promulgated on October 28, 2002 and became
effective on September 1, 2003, construction units shall, prior to the commencement of the construction
projects, prepare an environmental impact report stating the possible impacts that the construction
projects may have on the environment or measures for preventing or lessening the impacts, and submit
such report to the governmental department(s) for approval. New facilities that are constructed in
accordance with the approval shall not be put into operation until the relevant department(s) is/are
satisfied that the environmental quality standards have been complied with.

Pursuant to the Regulations on the Administration of Construction Project Environmental Protection
(SRR IH B BRI (R A B A91)), which were promulgated on November 29, 1998 by the Standing
Committee of the National People’s Congress and became effective on November 29, 1998, a
construction project must undergo an environmental impact assessment, obtain the environmental impact
assessment approval, and be subject to an examination in accordance with the environmental quality
standards. An environmental impact report in respect of the construction project must be submitted to the
Environmental Protection Administrative Department prior to the construction of new facilities and the
expansions or alterations of existing facilities, which may cause material impacts on the environment.
New production facilities shall not commence operation until the relevant department(s) is/ are satisfied
that the relevant environmental quality standards have been complied with. Environmental protection
facilities should be designed and constructed and should commence operation simultaneously with the
construction of the main projects.
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The Law of the People’s Republic of China on the Prevention and Control of Water Pollution
(P EE N R ILANE /K5 B4 B R 7% )) was approved by the Standing Committee of the National People’s
Congress on May 11, 1984 and revised on May 15, 1996 and February 28, 2008. Such law implements the
licensing system for pollution discharge. Enterprises and institutions which directly or indirectly
discharge industrial waste water or medical sewage to the water bodies shall obtain the pollution
discharge license before discharging waste water and sewage water. All enterprises and institutions are
prohibited from discharging the above-mentioned waste water and sewage to the water bodies where they
do not hold a pollution discharge license or where performing the above discharge would violate the
terms of the pollutant discharge license.

Pursuant to the Law of the People’s Republic of China on the Prevention and Control of
Environmental Pollution by Solid Waste ({12 A R 3412 & 88 #5415 Y IR BT iR 74 )), which was
promulgated by the Standing Committee of the National People’s Congress on December 29, 2004 and
became effective on April 1, 2005, and was amended on April 24, 2015 the State Council shall adopt
economic and technological policies and measures which could be extensively implemented, recalled in
full and properly utilized. Manufacturers, distributors, importers and users shall be responsible for the
prevention and control of the solid waste pollution.

Pursuant to the Prevention and Technological Policies for Pollution of Hazardous Waste (/& F& £ 4
15 B IR F T EL K ) ), which was promulgated by Ministry of Environmental Protection of the PRC on
December 17, 2001, and the Prevention and Technological Policies for Pollution of Waste Batteries
(BB TS Y B 1A H2 T UK ) ), which was promulgated by Ministry of Environmental Protection of the
PRC on October 9, 2003, waste lead-acid batteries shall be recycled and shall not be disposed of in other
ways. The collection and delivery of waste lead-acid batteries shall be within the scope of hazardous
waste management. Furthermore, the Prevention and Technological Policies for Pollution of Used
Batteries ({5 J PG FMTEH )) further stipulates that manufacturers and importers of
rechargeable batteries, such as lead-acid batteries and lithium-ion batteries, and manufactures who
manufacture products by using rechargeable batteries shall be responsible for the recycling of waste
batteries. The responsible parties shall direct and arrange for the establishment of a recycling system for
waste batteries in accordance with the marketing channels for their own products or appoint relevant
entities under the recycling system to carry out the recycling effectively.

VIII. LAWS AND REGULATIONS RELATING TO PATENT
Protection under the Patent Law

Pursuant to the People’s Republic of China Patent Law ({3 A RILFIE ZLF] %)), which was
promulgated on March 12, 1984 (as amended on August 25, 2000 and December 27, 2008) and the
Implementation Regulations of the Patent Law of the People’s Republic of China (€ H1 # A & 31 [ 2 |
REMANR])), which were promulgated on June 15, 2001 (as amended on December 28, 2002 and
January 9, 2010), there are three categories of patent protection: invention patent protection, utility
model patent protection and design patent protection. Invention patents provide protection to new
technical solutions or measures relating to a product, a process or improvement thereof. Patents for utility
model provide protection to new technical solutions or measures relating to the shape, the structure, or
their combination, of a product, which are fit for practical use. Design patents provide protection to new
designs of the shape, pattern, color, or their combination, of a product, which create an aesthetic feeling
and are fit for industrial application.
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Invention Patents

A product for which the invention patent protection is applied shall possess such features as novelty
and originality, and it shall comply with the requirement that it has not previously been publicly disclosed
and published in any publications. After receiving an application for an invention patent, the patent
administration authority shall normally make an announcement on the date falling 18 months after the
patent application date. Upon the request of the applicant, the patent administration authority may
announce the patent application on an earlier date. Within three years from the date of application for the
invention patent, the patent administration authority may conduct a substantive examination for the
application upon a request made by the applicant at any time. If necessary, and if the patent
administration authority can find no reasons for rejecting the invention patent application after
conducting a substantive examination, the authority will make the decision to grant the invention patent
right, issue an invention patent certificate, make an announcement of the grant and register the invention
patent. The invention patent shall be valid for 20 years from its date of application.

Once an invention patent is granted, unless otherwise stated by the laws, and without the
authorization of the patentee, no individual or entity shall manufacture, use, sell or import the products
protected under such patent, or manufacture, use, sell or import the products obtained directly from the
production technologies or methods protected under such patent.

Utility Model Patents

A product for which the utility model patent protection is applied shall possess such features as
novelty and originality. If the patent administration authority can find no reasons for rejecting a utility
model patent application after conducting a preliminary examination, the authority will make the
decision to grant the utility model patent right and register the utility model patent. The utility model
patent shall comply with the requirement that it has not previously been publicly disclosed and published
in any publications. The utility model patent shall be valid for 10 years from its date of application.

Once a utility model patent is granted, unless otherwise stated by the laws, and without the
authorization of the patentee, no individual or entity shall manufacture, use, sell or import the products
protected under such patent, or manufacture, use, sell or import the products obtained directly from the
production technologies or methods protected under such patent.

Design Patents

A product for which the design patent protection is applied shall not be identical or similar to
designs which have previously been published, or used by the public, in the PRC, nor shall they infringe
any legal interests of a third party. The application procedures and protection periods are the same as
those for utility model patents. Once a design patent is granted, without the authorization of the patentee,
no individual or entity shall manufacture, sell or import the products protected under such patent.

IX. LAWS AND REGULATIONS RELATING TO TRADEMARKS
The People’s Republic of China Trademark Law ({H % A R JLAIE B 5215 )) was promulgated in
1982 and revised on October 27, 2001 and August 30, 2013, and the Implementation Regulations for the

People’s Republic of China Trademark Law (€1 #E A B0 ] 5 A% 15 B it 4 461 ) ) were promulgated on
August 3, 2002, and were revised on April 29, 2014. These laws provide a basic legal framework for the
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regulation of trademarks in the PRC. The Trademark Office of SAIC under the State Council
(“Trademark Office”) is responsible for the registration and administration of trademarks in China.

The PRC laws provide that the following acts constitute infringement of the exclusive right to use a
registered trademark:

o use of a trademark that is identical with or similar to a registered trademark in respect of the
same type of commodities or similar commodities without the authorization of the trademark
registrant;

o sale of commodities that infringe the exclusive right to use the registered trademark;

° counterfeiting or making, without authorization, representations with regard to a registered
trademark of another person, or the marketing of such representations regarding a registered
trademark in selling a product;

° replacing a registered trademark and putting on the market a product on which the registered
trademark has been replaced, without the consent of the trademark registrant; and

° causing other damage to the exclusive right to use the registered trademark of another person.
X. LAWS AND REGULATIONS RELATING TO CURRENCY EXCHANGE

Renminbi is not presently a freely convertible currency. Under the current PRC regulations,
conversion of Renminbi is permitted in the PRC for general foreign exchange transactions for entrant
projects (#£35IHH), including trading and service-related foreign exchange transactions, payment of
dividends and repayment of foreign debts. Conversion of Renminbi for most capital terms, such as direct
investments, investments in the PRC securities markets and round-trip investments, however, is still
subject to approval from the SAFE.

The Notice on Relevant Issues Concerning Foreign Exchange Administration for Domestic
Residents Engaging in Overseas Investment Financing and Inbound Investment via Special Purpose
Vehicles (€[ 5 M A 2R B A 85 1 Jos B AEAR A5 0K H 19 2 R B AMS ~ il & SR R B0 A1 A BELAT B )
1)) was promulgated by the SAFE on July 4, 2014 to supersede Notice No.75. The new notice
refined and made adjustments to matters such as the registration procedures and standard. The new notice
specifies that the circumstances under which registration was required under the preceding Notice No. 75
continue to apply under the new notice. Relevant registrations made prior to the promulgation of the new
notice must comply with Notice No.75 which was effective at the time of such registrations. Persons who
fulfill the registration criteria but who have not registered are prohibited from engaging in foreign
exchange transactions and are subject to penalties and even criminal liability if they violate this
prohibition. In accordance with the above mentioned administration regulations, foreign-invested
enterprises may trade or remit foreign currencies for non-recurring items through banks that are
authorized to conduct foreign exchange transactions in China and are subject to certain procedural
requirements, such as the submission of valid preliminary commercial documents. Obtaining an approval
from the SAFE is the preliminary requirement for most capital transactions. Capital investments
conducted by foreign-invested enterprises outside of the PRC are still subject to the regulations of the
PRC, such as the requirement to obtain prior approvals for certain transactions from the Ministry of
Commerce of the PRC, the SAFE and the NDRC.

— 100 —



REGULATORY OVERVIEW

XI. RESTRICTIONS ON CERTAIN DOMESTIC AND FOREIGN TRANSACTIONS
Special Requirements for the Registration of Foreign Exchange

Notice No. 75 was promulgated by the SAFE in October 2005 and became effective on November 1,
2005. It requires that a domestic resident (whether a natural person or a legal person) who, using domestic
corporate assets or equities held by such person, establishes or controls a foreign enterprise for the
purpose of equity financing, must register such arrangement with the SAFE in the respective region.

The Notice on Relevant Issues Concerning Foreign Exchange Administration for Domestic
Residents to Engaging in Overseas Investment Financing and Inbound Investment via Special Purpose
Vehicles (K[ 5 M E A HE 5 B A 35 1 Jo B AR 50k H A9 2 R B MR ~ il B A B A1 HE A 1A B )
FERY M AT)) was promulgated by the SAFE on July 4, 2014 to supersede Notice No. 75. The new notice
refined and made adjustments to matters such as the registration procedures and standard. The
abovementioned No. 75 Notice specifies that the circumstances under which registration is required
continue to apply under the new notice. Relevant registrations prior to the promulgation of the new notice
shall comply with the No. 75 Notice which was still effective at the time of the registration. Any persons
who fulfill the registration criteria but who have not registered will be prohibited from engaging in
foreign exchange swaps, and are subject to penalties and even criminal liability.

Special Requirements for Mergers and Acquisitions Conducted by Foreign Investors

The Regulations for Mergers and Acquisitions of Domestic Enterprises by Foreign Investors
(CER AN & & D I BE N 268 E ) (the “Order No. 10”) were jointly issued by MOFCOM,
SASAC, SAT, SAIC, CSRC and SAFE on August 8, 2006 and became effective on September 8, 2006.
They were revised by MOFCOM on June 22, 2009.

According to the Order No. 10, where a domestic entity or natural person, in the name of an entity
that such person has legally established or controlled outside of the PRC, merges with such person’s or
entity’s affiliated company within the PRC, that such person or entity is required to report the
arrangement to MOFCOM for approval. The Regulations for the Alteration of Investors’ Equity Interests

in a Foreign-Invested Enterprise ({AIf % & A 3G H MESE Y45 T HIE)) promulgated on May
28, 1997 is applicable to other transactions, including such reorganizations.

XII. LAWS AND REGULATIONS RELATING TO LABOR AND SOCIAL INSURANCE

The Labor Law of the People’s Republic of China (% A [ ILF1[E 25 8) 1% ) ) was promulgated on
July 5, 1994 by the Standing Committee of the National People’s Congress and revised on August 27,
2009. It became effective on January 1, 1995. The People’s Republic of China Employment Contract Law
(e N R ILANE 45 8 5 [F 74)) was promulgated on June 29, 2007 by the Standing Committee of the
National People’s Congress. It became effective on January 1, 2008 and was revised on December 28,
2012, and the revision took effect from July 1, 2013. Pursuant to the above mentioned laws, any persons
who have established an employment relationship must enter into an employment contract within one
month of the commencement of employment, or the employer shall be required to pay the employee a
monthly salary which is two times the original salary. Labor contracts are classified into three categories:
fixed-term labor contracts, non-fixed-term labor contracts and labor contracts with terms subject to the
completion of specific tasks. An employee who has worked for an employer for 10 consecutive years, or
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who has entered into a fixed-term labor contract twice consecutively and intends to renew the labor
contract must enter into a non-fixed-term labor contract.

Pursuant to the Social Insurance Law of the People’s Republic of China (H % A & I B 41 € {7
Bik)) (the “New Social Insurance Law”), which was promulgated on October 28, 2010 and
implemented on July 1, 2011 by the Standing Committee of the National People’s Congress, the Interim
Regulations on the Collection and Payment of Social Insurance Premiums (& £/ B 2 U0 1145
41)), which were promulgated and implemented by the State Council on January 22, 1999, the Trial
Measures on Maternity Insurance for Employees of Enterprises ({1 2£Hk T.2E & fR B il A7 ##%)), which
were promulgated by the former Ministry of Labor of the PRC on December 14, 1994 and implemented
on January 1, 1995, the Regulations on Management of Housing Provident Funds ({f 5 /A& 4 45 #
%)), which were promulgated by the State Council and implemented on April 3, 1999 and revised on
March 24, 2002, the Regulations on Work-Related Injury Insurance (LR BB )), which were
promulgated by the State Council on April 27, 2003 and implemented on January 1, 2004 and revised by
the State Council on December 20, 2010, and the pension, medical and unemployment insurance
regulations of each province and municipality, employers must pay pension insurance, basic medical
insurance, unemployment insurance, injury insurance, maternity insurance and make housing fund
contributions for their employees. Employers who have not fully paid the social insurance premium on a
timely basis since the New Social Insurance Law became effective, may be ordered by the social
insurance premium collection agency to pay up the premiums and to pay a penalty calculated at the rate
of 0.05% of the premium amount per day accruing from the date of non-payment. Any person failing to
pay the overdue balance is subject to a penalty in an amount that is more than double but less than three
times the overdue amount.

XIII. LAWS AND REGULATIONS RELATING TO TAXATION
Enterprise Income Tax

Pursuant to the Enterprise Income Tax Law of the People’s Republic of China (the “Enterprise
Income Tax Law”) ({3 A\ R ALHE 2 r 1581745 )), which was promulgated on March 16, 2007 and
became effective on January 1, 2008, and the Implementation Rules of the Enterprise Income Tax Law of
the People’s Republic of China (€H'¥E A BN 1> 3 i 15 80 1 B e 611)) (the “Implementation
Rules of the Enterprise Income Tax Law”), which were promulgated on December 6, 2007 and became
effective on January 1, 2008, a unified income tax rate of 25% is applicable to enterprises in the PRC and
the foreign-invested enterprises and foreign enterprises which have established entities or offices in the
PRC.

The preferential tax rates of 15% will apply to companies qualifying as new and high technology
enterprises according to relevant PRC laws. In order to qualify as a new and high technology enterprise,
companies must satisfy certain criteria including:

(i) Possess core intellectual property rights in China,

(ii) Offer products (services) falling with a category supported by the State,

(iii) Attain the ratio of the scientific and technical personnel with an educational background of

junior college or higher to the total staff of at least 30 % in that current year, and have over 10%
of its staff in that current year engaged in research and development,
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(iv) Have research and development expenses of not less than 6% of its revenue if its annual
revenue from the most recent year is less than RMBS50 million, not less than 4% if its annual
revenue from the most recent year is between RMB50 million and RMB200 million and not
below 3% if its annual revenue from the most recent year is greater than RMB200 million; and

at least 60% of its total research and development expenses must be incurred in China, and

(v) The company must generate more than 60% of its annual revenue from sales of high-tech
products or services.

Value-added Tax

The Provisional Regulations on Value-added Tax of the People’s Republic of China ({3 A R L F
B 3 (E BB AT 41)), which became effective on January 1, 2009, and the Implementation Rules for the
Provisional Regulations on Value-added Tax of the People’s Republic of China (€ H #e A R A1 5 44 (B Bl
AT AG D) B it A HII)), which were amended on October 28, 2011, are applicable to domestic enterprises
and foreign-invested enterprises that engage in the sale of goods, the provision of processing or
maintenance services or the import of goods into the PRC. Value-added tax (“VAT”) payable is calculated
as output VAT minus input VAT. The input VAT payable during purchases by a company can be recovered
from the output VAT received from its customers. Any portion for which the output VAT exceeds input
VAT is payable to the tax authority. The standard VAT rate is 17%, whereas the VAT rate with respect to

certain categories of goods for sale or imported goods is 13%.
XIV. REGULATIONS ON IMPORTS TO TURKEY

During the Track Record Period, Turkey was our largest export market, accounting for 81.9%,
84.1% and 48.6% of our international sales revenue in 2013, 2014 and 2015, respectively. Below is a

summary of relevant Turkish regulations on imports, according to Frost & Sullivan.
Trade Barriers

On October 3, 2005, the European Commission began EU accession proceedings with the Republic
of Turkey. The process of EU membership is expected to take between ten and fifteen years. Prior to
beginning its move towards EU accession, on January 1, 1996, Turkey and the EU formed a customs
union. The agreement covers industrial products and processed agricultural goods. The Republic of
Turkey adopted the EU’s common external tariff (CCT), resulting in lower duties for imports from
countries outside the union countries, including the United States. Within the union, there are zero duty
rates and no quotas for non-agricultural items of EU and European Free Trade Association (EFTA) origin.
The current import regime is organized in five chapters that list more than 20,000 items, identified with
12 digit harmonized tariff system numbers. The Government of Turkey (GOT) estimates that, as a result
of its accession to the European Customs Union, the average duty rate for imports from the European
Union and EFTA countries has dropped from approximately ten percent to zero. For products imported
from countries outside the union countries, including the United States, the average duty rate has dropped
from ten percent to approximately 4.1 percent.
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Import Tariffs

Import duties are calculated based upon the CIF value. Turkey is a signatory to Article VII of the
General Agreements on Tariffs and Trade (GATT). The agreement stipulates that the customs valuation is
the transaction value (the price that is actually paid or payable plus costs and expenses). Turkey is also
obliged to comply with other Article VII provisions including the rapidity of clearance of goods, currency
convertibility, and appeal privileges and rights. Turkish regulations do not allow for advance rulings on
customs HS classification or on the applicable import duties on particular products.

Customs surcharges including a value-added tax (VAT) being levied on most imported goods and
services. The importer is responsible for paying the VAT. The VAT is calculated based upon a CIF basis
plus duty rate and any other applicable charges levied before the goods clear customs. The VAT for most
agricultural products (basic food) ranges from one to eight percent and can reach up to 18 percent for
certain processed products. Capital goods, certain raw materials, imports by government agencies and

state owned enterprises, and investment products with incentive certificates are exempt from import fees.

Import Requirements

The 1996 Turkish import regime abolished the requirement that every importer needs an import
license and that the importer must obtain an import authorization from a bank. An importer only needs a
tax number to import all but restricted items, e.g., firearms, hazardous materials, etc., which can be
imported only by authorized establishments, or for which the approval of the Directorate General of
Security is required. All agricultural imports require control certificates, which are issued by the Ministry
of Agriculture and Rural Affairs’ General Directorate of Protection and Control.

Products requiring after-sales service, such as motor vehicles, household electrical goods, office
equipment and computers, cash registers, TV and video equipment, heaters, gas-fired burners, industrial
machinery, automobiles, and wireless equipment require an import permit from the Ministry of Industry
and Trade. In order to obtain such a permit, importers must guarantee that they will provide after sales
services and spare-parts, either by establishing offices or by signing agreements with existing
service/parts firms. Requirements regarding the distribution of maintenance facilities within the country
varies depending on the type of the product. For certain product groups where maintenance is frequently
needed, a wide spread network of maintenance facilities in each of Turkey’s seven geographic regions is
required. In July 2001, the GOT codified a regulation which requires additional maintenance facilities to

be established for companies importing automobiles into the Turkish Republic.

To import products into Turkey, the EU, Norway, Liechtenstein and Iceland, exporters are required
to apply CE markings for products covered by specific product legislation. CE marking product
legislation offers manufacturers a number of choices and requires decisions to determine which
safety/health concerns need to be addressed, which conformity assessment module is best suited to the

manufacturing process, and whether or not to use EU-wide harmonized standards.
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Consumer Protection

Turkey’s new consumer protection law came into effect in May 2014. The new law governs various
kinds of consumer transactions and practices concerning consumers, whereas the former law

concentrated on goods and services in the market. The new law requires the following:

. In terms of defective goods, law has been amended to mirror the scope of European Council
Directive numbered 1999/44 and states that the burden of proof for showing that products are
in conformity with the contract of sale is on the seller for six months after the delivery of

goods.

. The period applicable to the right of withdrawal of consumers from 7 days to 14 days. Door
step sales regulated under the former law are now regulated as off-business premises sales
under the new law. It is stated that as these kinds of contracts have a high potential of

influencing consumers by using marketing strategies and tools.

. All consumer-related contracts and information notes should be in writing and have at least a
font size of 12. The language of the contract should be comprehensible, clear, plain, and
legible. Copies of such contracts or information notes should be submitted to consumers in
physical or electronic form. If a contract does not contain any of the mandatory provisions,
such deficiency shall not affect the validity of the contract; however, it will have to be

immediately remedied by the drafting party.

. Payments in instalments are regulated, the new law allows the consumer to withdraw from the

sale contract within seven days without providing any reason or paying any penalty.
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OUR HISTORY

The Company was incorporated in the Cayman Islands as an exempted company with limited
liability on July 17, 2014. We are a leading electric two-wheeled vehicle brand in China. We focus on
designing, researching, developing and selling electric two-wheeled vehicles, which include electric

scooters and electric bicycles.

Prior to 1997, Mr. Dong and Ms. Qian were employed at a motorcycle factory for six years and four
years, respectively, where they acquired relevant industry knowledge and experience. Foreseeing a great
potential for energy efficient vehicles, as well as a market demand for electric vehicles as a means of
transportation, Mr. Dong and his spouse, Ms. Qian, formed a working group in 1997 to acquire a deeper
understanding of the electric vehicle industry. Mr. Dong and Ms. Qian also began frequently attending
industry related seminars and conferences to expand their networks and acquire the latest industry
knowledge and resources. Following the development and growth of the working group, Mr. Dong and
Ms. Qian established Jiangsu Yadea in 2001 (then named Wuxi Dongshi Vehicle Industry Co., Ltd. (#%4}
# [CEZEH BR/A A])) with their personal funds to engage in the production and sales of electric vehicles.

Our Milestones

The following is a summary of the key development milestones of our Group:

Year Event

2001 June . Jiangsu Yadea, the first PRC subsidiary of the Group, was
established as Wuxi Dongshi Vehicle Industry Co., Ltd (#4§%# [C
HEA PR 7)

2007 April d Yadea Import Export was established and we began our expansion

into international markets

2008 May d Jiangsu Yadea became an electric bicycle technology committee
unit member of the Bicycle Committee for Standardization of the
China National Bicycle Association (&5 HTH (L% 5 & &
) A ATHE D Bl 2R B & BAL)

2009 September . Jiangsu Yadea was recognized as a “Jiangsu Engineering Research
Center for Electric Vehicles (VL#F#& 75 B E T FE 5 T 0F 5¢ A 00)”
by Jiangsu Department of Science and Technology (VL#k & FHE: 4
fli %) and Jiangsu Department of Finance (V1.fk & [ EURE)

December . Acquisition of Zhejiang Yadea by our Group

2012 August . Zhejiang Yadea obtained the license for production of electric
motorcycles, being the first company in the electric two-wheeled
vehicle industry to obtain such license according to Frost &
Sullivan

— 106 —



HISTORY, DEVELOPMENT AND REORGANIZATION

Year

Event

2013

2014

2015

August

July

October

April

June

December

Yadea Group released Internet of Things electric two-wheeled
vehicles, and was selected as the only enterprise representative in
the electric two-wheeled vehicle industry to contribute to the
compilation of the standard specifications related to the Internet of
Things electric two-wheeled vehicle application platform
technology

Expansion of our Wuxi facility which increased our Group’s
production capacity for electric scooters

The Company entered into the Pre-IPO Share Subscription
Agreement with the First Pre-IPO Investor, a wholly-owned
subsidiary of the Goldman Sachs Group, Inc.

Expansion of our Tianjin facility which has increased our Group’s
production capacity of electric bicycles

The First Pre-IPO Investor transferred a total of 438 Series A
Preferred Shares to the Second Pre-IPO Investor pursuant to the
series A Preferred Shares Transfer Agreement

We entered into a strategic cooperation agreement with Lightning
Motors, a U.S. company specializing in researching and
developing advanced electric two wheeled vehicles, to jointly
develop and produce high-end products

We acquired approximately 11.1% of Lightning Motors

OUR SUBSIDIARIES ESTABLISHED IN THE PRC

Our operating subsidiaries in the PRC include Yadea Group, Jiangsu Yadea, Tianjin Industry, Tianjin

Weiye, Yadea Import Export, Zhejiang Yadea, Guangdong Yadea, Jiangsu Xindi, Yadea Sales, Shanghai

Yadea and Guangdong Yadea Motorcycle.

Yadea Group

Yadea Group was established on December 17, 2010 as Jiangsu Yadea Investment Co., Ltd. (TL#F T
HE A PR/ F]) by Mr. Dong (as to 60%) and Ms. Qian (as to 40%) with a registered capital of
RMB100,000,000, which was fully paid up at the time of establishment. Yadea Group was renamed Yadea
Technology Group Co., Ltd. (HE#liRH% S # A R A7) on August 11, 2011. Yadea Group is the holding
company of all of our operating subsidiaries in the PRC and is principally engaged in the production of

our electric scooters.
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Jiangsu Yadea

Jiangsu Yadea was established on June 20, 2001 as Wuxi Dongshi Vehicle Industry Co., Ltd. ({85} #
FCHLZEA FR/A Al) by Mr. Dong (as to 90%) and Mr. Huiyu Qian (£ 2 45)" (as to 10%) with a registered
capital of RMB500,000, which was fully paid up at the time of establishment. In preparation for the
acquisition of a certain land parcel by Jiangsu Yadea, the registered capital was increased to
RMB80,000,000 on November 11, 2008 after several capital increases, and each increase in registered
capital was fully paid up by the time of the increase. The registered capital was subsequently decreased to
RMB30,000,000 on June 25, 2009 after Jiangsu Yadea decided not to proceed with the acquisition of such
land parcel. The registered capital was subsequently increased to RMB140,000,000 and
RMB250,000,000 on June 7, 2010 and September 9, 2010, respectively, in preparation for the acquisition
of a certain land parcel by Jiangsu Yadea. The increases in registered capital were fully paid up by the

time of each increase.

Jiangsu Yadea was renamed as Jiangsu Dongshi Yadea Technology Development Co., Ltd. (VL#f#
PG OHE 3 AL 457 %% J2 A7 PR/~ ) on December 22, 2005 and Jiangsu Yadea Technology Development Co., Ltd.
(T RRHE 2 1 3% 2 A BR 22 7)) on December 18, 2006.

On June 30, 2014, to streamline the business of the Group in order to focus our resources on our core
business activities, namely the production of electric two-wheeled vehicles and ancillary products,
Jiangsu Yadea was demerged into Jiangsu Yadea and Jiangsu Yadea Investment Co., Ltd. (JLAfHE# 4% &
AR 7)), with the latter holding its non-core assets unrelated to our core business activities, including
bank investments and investments in certain small loan companies. Due to the demerger of Jiangsu Yadea,
the registered capital of Jiangsu Yadea was decreased from RMB250,000,000 to RMB150,000,000.
Please refer to the sub-section headed “— Reorganization — Onshore Reorganization — Step 1: Disposal

of the non-core assets of Jiangsu Yadea by way of demerger” in this section for details of the demerger.

On July 10, 2014, Mr. Dong and Mr. Huiyu Qian (£ #)‘" transferred each of their respective
equity interests in Jiangsu Yadea to Yadea Group for a consideration of RMB135,000,000 and
RMB 15,000,000, respectively, as part of the Reorganization. The considerations for the transfers were
fully settled on December 23, 2014 and were determined with reference to the registered capital of
Jiangsu Yadea at the time of the transfers. Following the transfers, Jiangsu Yadea became wholly owned
by Yadea Group.

Jiangsu Yadea is principally engaged in the sales of our electric two-wheeled vehicles, and was

previously principally engaged in the production of our electric scooters and electric specialty vehicles.

Note:

(1)  To facilitate his assistance to Ms. Qian in relation to the administration of the corporate matters of Jiangsu Yadea, Mr. Huiyu
Qian (£8E1), the father of Ms. Qian, held his equity interest in Jiangsu Yadea for the benefit of Ms. Qian until the relevant
transfer to Yadea Group in July 2014. Ms. Qian was entitled to all of the rights and obligations arising from such equity
interest held by Mr. Huiyu Qian (£ # %) in Jiangsu Yadea.
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Tianjin Industry

Tianjin Industry was established on January 25, 2011 by Mr. Dong (as to 25%), Ms. Qian (as to
25%) and Yadea Group (as to 50%) with a registered capital of RMB50,000,000, of which
RMB10,000,000 was paid up at the time of its establishment and RMB40,000,000 was paid up on January
19, 2013.

On May 15, 2011, Ms. Qian transferred a 5% equity interest in Tianjin Industry to Yadea Group for
a consideration of RMB2,500,000 as part of our internal shareholding restructuring. The consideration
for the transfer was fully settled on December 23, 2014 and was determined with reference to the
registered capital of Tianjin Industry at the time of the transfer. Following the transfer, Tianjin Industry
was held as to 25%, 20% and 55% by Mr. Dong, Ms. Qian and Yadea Group, respectively.

On August 22, 2014, Mr. Dong and Ms. Qian transferred each of their respective equity interests in
Tianjin Industry to Yadea Group for a consideration of RMB12,500,000 and RMB10,000,000,
respectively, as part of the Reorganization. The considerations for the transfers were fully settled on
December 23, 2014 and were determined with reference to the registered capital of Tianjin Industry at the

time of the transfers. Following the transfers, Tianjin Industry became wholly owned by Yadea Group.

Tianjin Industry is principally engaged in the production of our electric bicycles.

Tianjin Weiye

Tianjin Weiye was established on August 25, 2009 by Mr. Dong (as to 80%) and Ms. Qian (as to
20%) with a registered capital of RMB500,000, which was fully paid up at the time of its establishment.

On April 29, 2011, Mr. Dong transferred a 55% equity interest in Tianjin Weiye to Yadea Group for
a consideration of RMB275,000 as part of our internal shareholding restructuring. The consideration for
the transfer was fully settled on December 23, 2014 and was determined with reference to the registered
capital of Tianjin Weiye at the time of the transfer. Following the transfer, Tianjin Weiye was held as to
25%, 20% and 55% by Mr. Dong, Ms. Qian and Yadea Group, respectively.

On August 22, 2014, Mr. Dong and Ms. Qian transferred each of their respective equity interests in
Tianjin Weiye to Yadea Group for a consideration of RMB 125,000 and RMB 100,000, respectively, as part
of the Reorganization. The considerations for the transfers were fully settled on December 23, 2014 and
were determined with reference to the registered capital of Tianjin Weiye at the time of the transfers.
Following the transfers, Tianjin Weiye became wholly owned by Yadea Group.

Tianjin Weiye is principally engaged in the production of our electric bicycle parts.
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Yadea Import Export

Yadea Import Export was established on April 5, 2007 by Ms. Qian (as to 60.8%) and Ms. Jinmei
Zhu (K& 1K)V (as to 39.2%) with a registered capital of RMB510,000, which was fully paid up at the
time of its establishment.

On December 30, 2010, Ms. Qian and Ms. Jinmei Zhu (R& )" transferred a 30.8% equity
interest and a 20.2% equity interest, respectively, in Yadea Import Export to Yadea Group for a
consideration of RMB157,000 and RMB103,100, respectively, as part of our internal shareholding
restructuring. The considerations for the transfers were fully settled on December 23, 2014 and were
determined with reference to the registered capital of Yadea Import Export at the time of the transfers.
Following the transfers, Yadea Import Export was held as to 30%, 19% and 51% by Ms. Qian, Ms. Jinmei
Zhu (K42 %)" and Yadea Group, respectively.

On June 25, 2014, Ms. Qian and Ms. Jinmei Zhu (K4 )" transferred each of their respective
equity interests in Yadea Import Export to Yadea Group for a consideration for RMB153,000 and
RMB96,900, respectively, as part of the Reorganization. The considerations of the transfers were fully
settled on December 23, 2014 and were determined with reference to the registered capital of Yadea
Import Export at the time of the transfers. Following the transfers, Yadea Import Export became wholly
owned by Yadea Group.

Yadea Import Export is principally engaged in the export sales of our electric two-wheeled vehicles.
Zhejiang Yadea

Since its location and facilities complemented the production needs of the Group, Zhejiang Yadea
(which was then named Cixi Kangxin Motorcycle Co., Ltd. (&% 55 FEFC # 45 B /A F])) was acquired by
Mr. Dong, Ms. Qian and Jiangsu Yadea as to 80%, 10% and 10%, respectively, from Kangxin Group Co.,
Ltd. (JFFHEE AR/ F]) and Mr. Xin Shen (#£%), both Independent Third Parties, on December 28,
2009. The consideration for the transfers was nil, which was determined with reference to the negative net
asset value of Zhejiang Yadea at the time of the transfers. Upon the acquisition, Zhejiang Yadea continued
to be responsible for its then existing debts. Zhejiang Yadea has a registered capital of RMB100,000,000.

Zhejiang Yadea was renamed as Zhejiang Yadea Motorcycle Co., Ltd. (# 7LHE # # B 4 FR 28 &) on
December 28, 2009.

On December 25, 2010, Jiangsu Yadea transferred its equity interest in Zhejiang Yadea to Yadea
Group for a consideration of RMB10,000,000 as part of our internal shareholding restructuring. The
consideration for the transfer was determined with reference to the registered capital of Zhejiang Yadea at
the time of the transfer. Following the transfer, Zhejiang Yadea was held as to 80% by Mr. Dong, 10% by
Yadea Group and 10% by Ms. Qian.

Note:
(1)  To facilitate her assistance to Ms. Qian in relation to the administration of the corporate matters of Yadea Import Export, Ms.
Jinmei Zhu (R EIK), the mother of Ms. Qian, held her equity interest in Yadea Import Export for the benefit of Ms. Qian until

the relevant transfer to Yadea Group in June 2014. Ms. Qian was entitled to all of the rights and obligations arising from such
equity interest held by Ms. Jinmei Zhu (R 1£) in Yadea Import Export.
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On December 25, 2010, Mr. Dong transferred his equity interest in Zhejiang Yadea to Yadea Group
for a consideration of RMBS80,000,000 as part of our internal shareholding restructuring. The
consideration for the transfer was fully settled on December 23, 2014 and was determined with reference
to the registered capital of Zhejiang Yadea at the time of the transfer. Following the transfer, Zhejiang
Yadea was held as to 90% by Yadea Group and 10% by Ms. Qian.

On July 10, 2014, Ms. Qian transferred her equity interest in Zhejiang Yadea to Yadea Group for a
consideration of RMB10,000,000 as part of the Reorganization. The consideration for the transfer was
fully settled on December 23, 2014 and was determined with reference to the registered capital of
Zhejiang Yadea at the time of the transfer. Following the transfer, Zhejiang Yadea became wholly owned
by Yadea Group.

Zhejiang Yadea is principally engaged in the production of our electric scooters.
Guangdong Yadea

Guangdong Yadea was established on March 14, 2011 by Yadea Group with a registered capital of
RMB10,000,000. The registered capital was fully paid up at the time of its establishment.

Guangdong Yadea is principally engaged in the production of our electric scooters.
Jiangsu Xindi

Jiangsu Xindi was established on April 28, 2014 by Yadea Group (as to 5.71%) and Wuxi Longda
Metals Co., Ltd. (555 R 2 4 J& # B A BR /A 7)) (“Wuxi Longda”) (as to 94.29%), an Independent Third
Party, with a registered capital of RMB70,000,000. The registered capital was fully paid up on November
28, 2014.

In order to utilize the land and property of Jiangsu Xindi to expand the Group’s facilities, Yadea
Group acquired from Wuxi Longda its entire equity interest in Jiangsu Xindi for a consideration of
RMB64,976,375 on June 20, 2014. The consideration for the transfer was fully settled on October 9, 2014
and was determined with reference to the registered capital of Jiangsu Xindi at the time of the transfer.

Following the transfer, Jiangsu Xindi became wholly owned by Yadea Group.

Jiangsu Xindi had not yet commenced operations as of the Latest Practicable Date.
Yadea Sales

Yadea Sales was established on February 7, 2014 by Yadea Group with a registered capital of
RMB50,000,000. Pursuant to the constitutional documents of Yadea Sales, the registered capital is to be

paid up by January 2, 2024. Yadea Sales is principally engaged in the sales of our electric two-wheeled

vehicles.
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Shanghai Yadea

Shanghai Yadea was established on May 15, 2015 by Yadea Group with a registered capital of
RMB10,000,000. Pursuant to the constitutional documents of Shanghai Yadea, the registered capital is to
be paid up by May 1, 2025.

Shanghai Yadea had not yet commenced operations as of the Latest Practicable Date.

Guangdong Yadea Motorcycle

Guangdong Yadea Motorcycle was established on July 15, 2015 by Zhejiang Yadea with a registered
capital of RMB10,000,000. Pursuant to the constitutional documents of Guangdong Yadea Motorcycle,
the registered capital is to be paid up by August 30, 2025. Guangdong Yadea Motorcycle had not yet
commenced operations as of the Latest Practicable Date.

REORGANIZATION

We have undertaken various steps to restructure the Group in preparation for the Listing. The
Reorganization can be broadly categorized into two parts: (1) the offshore reorganization (the “Offshore
Reorganization”), which comprises steps undertaken in respect of the Company and our subsidiaries
incorporated outside of the PRC; and (2) the onshore reorganization (the “Onshore Reorganization™),
which comprises steps undertaken in respect of our subsidiaries incorporated in the PRC.

Set forth below is a diagram of our corporate structure immediately before the Reorganization:

Jinmei Zhu® ] [ Ms. Qian ] [ Mr. Dong ] [ Huiyu Qian® ]

60% 90% 10%

Yadea Group

100%

25% | 20% 20% 25% 19% | 30% 10%
v v v v v v N

[ Tianjin Industry ] [ Tianjin Weiye ] [Yadealmport Export] [ Zhejiang Yadea ] [GuangdongYadea] [ Jiangsu Yadea

Tss% T 55% TS]%

100% 94.29% 5.71%

[ Yadea Sales ] [ Wuxi Longda ]—P[ Jiangsu Xindi ]

Notes:

(1) Mr. Huiyu Qian ($8 5 #%), the father of Ms. Qian, held his equity interest in Jiangsu Yadea for the benefit of Ms. Qian, and Ms.
Qian was entitled to all of the rights and obligations arising from such equity interest held by Mr. Huiyu Qian (£8##) in

Jiangsu Yadea.
(2)  Ms. Jinmei Zhu (ZRE1E), the mother of Ms. Qian, held her equity interest in Yadea Import Export for the benefit of Ms. Qian,

and Ms. Qian was entitled to all of the rights and obligations arising from such equity interest held by Ms. Jinmei Zhu (R
IK) in Yadea Import Export.
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Offshore Reorganization
Step 1: Establishment of the offshore shareholding structure
The Company

On July 17, 2014, the Company was incorporated in the Cayman Islands as an exempted company
with limited liability. At the time of its incorporation, the authorized share capital of the Company was
US$50,000 divided into 50,000 shares with a par value of US$1.00 each. On the same day, the Company
allotted and issued one ordinary share with a par value of US$1.00 at par to Reid Services Limited, which
was then transferred by Reid Services Limited to Ming Sheng for a consideration of US$1.00 on July 21,
2014.

On July 21, 2014, the Company allotted and issued 340 ordinary shares, 299 ordinary shares, 130
ordinary shares, 70 ordinary shares, 70 ordinary shares, 46 ordinary shares and 44 ordinary shares, each
with a par value of US$1.00, at par to Ke Ding, Ming Sheng, Ding Shun Qi, Zhi Cheng, Ding Chen, Jin
Hui and Ling Yun, respectively, in recognition of the contributions to the Group of Mr. Yeming Liu (%
M), Mr. Mingyou Chen (B4 &), Mr. Jiazhong Wang (EZE ), Mr. Bo Xue (B£J), Mr. Shuchang Xu G
#¥5), Mr. Xuerong Chen (BfZ %) and Mr. Chaoyang Zhou (JAI¥AF;), respectively, who are all
employees of the Group.

Subsequently, on July 22, 2014, the Company allotted and issued 13,300 ordinary shares and 5,700
ordinary shares, each with a par value of US$1.00, at par to Dai Wei and Fang Yuan, respectively. Upon
completion of the above allotments and issues, the Company was held as to 66.5%, 28.5%, 1.7%, 1.5%,
0.65%, 0.35%, 0.35%, 0.23% and 0.22% by Dai Wei, Fang Yuan, Ke Ding, Ming Sheng, Ding Shun Qi,
Zhi Cheng, Ding Chen, Jin Hui and Ling Yun, respectively.

On November 27, 2014, Dai Wei acquired 160 ordinary shares of the Company with a par value of
US$1.00 each at par from Ming Sheng. The consideration of US$160 was fully paid at the time of
transfer. As a result of the transfer, the Company was held as to 67.3%, 28.5%, 1.7%, 0.70%, 0.65%,
0.35%, 0.35%, 0.23% and 0.22% by Dai Wei, Fang Yuan, Ke Ding, Ming Sheng, Ding Shun Qi, Zhi
Cheng, Ding Chen, Jin Hui and Ling Yun, respectively.

On December 10, 2014, 1,930 out of 50,000 ordinary shares with a par value of US$1.00 each in the
authorized share capital of the Company were re-designated and reclassified as Series A Preferred Shares
with a par value of US$1.00 each and 1,930 Series A Preferred Shares with a par value of US$1.00 each
were issued to the First Pre-IPO Investor pursuant to the Pre-IPO Share Subscription Agreement. Upon
completion of the share re-designation, reclassification and issue, the total issued share capital of the
Company was increased from 20,000 shares to 21,930 shares, comprising 20,000 ordinary shares with a
par value of US$1.00 each and 1,930 Series A Preferred Shares with a par value of US$1.00 each. As a
result of the First Pre-IPO Investment, the Company was held as to 61.4%, 26.0%, 1.6%, 0.64%, 0.59%,
0.32%, 0.32%, 0.21%, 0.20% and 8.8% by Dai Wei, Fang Yuan, Ke Ding, Ming Sheng, Ding Shun Qi, Zhi
Cheng, Ding Chen, Jin Hui, Ling Yun and the First Pre-IPO Investor, respectively. For details of the
Pre-IPO Share Subscription Agreement and the First Pre-IPO Investment, please refer to the sub-section

headed “— Pre-IPO Investments” in this section.
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On June 15, 2015, the First Pre-IPO Investor transferred 438 Series A Preferred Shares with a par
value of US$1.00 each to the Second Pre-IPO Investor pursuant to the Series A Preferred Shares Transfer
Agreement. As a result of the transfer, the Company was held as to 61.4%, 26.0%, 1.6%, 0.64%, 0.59%,
0.32%, 0.32%, 0.21%, 0.20%, 6.8% and 2.0% by Dai Wei, Fang Yuan, Ke Ding, Ming Sheng, Ding Shun
Qi, Zhi Cheng, Ding Chen, Jin Hui, Ling Yun, the First Pre-IPO Investor and the Second Pre-IPO Investor,
respectively. For details of the Series A Preferred Shares Transfer Agreement and the Second Pre-IPO

Investment, please refer to the sub-section headed “— Pre-IPO Investments” in this section.

On August 28, 2015, in preparation for the Listing, each ordinary share with a par value of US$1.00
in the authorized share capital of the Company was subdivided into 100,000 Ordinary Shares with a par
value of US$0.00001 each, and each Series A Preferred Share with a par value of US$1.00 in the
authorized share capital of the Company was subdivided into 100,000 Series A Preferred Shares with a
par value of US$0.00001 each. As a result of the share subdivision, the authorized share capital of the
Company comprises 4,807,000,000 Ordinary Shares with a par value of US$0.00001 each and
193,000,000 Series A Preferred Shares with a par value of US$0.00001 each.

Yadea Group Management

On July 24, 2014, Yadea Group Management was incorporated in the BVI with a maximum number
of authorized shares of 50,000 shares of par value of US$1.00 each in a single class. On the same day,
Yadea Group Management allotted and issued 100 ordinary shares at par to the Company and became

wholly owned by the Company.
Yadea HK

On August 5, 2014, Yadea HK was incorporated in Hong Kong. On the same day, Yadea HK allotted
and issued 100 ordinary shares to Yadea Group Management for a consideration of HK$100 and became

wholly owned by Yadea Group Management.
Step 2: Acquisition of Wuxi Consulting

On December 8, 2014, Yadea HK acquired 95% and 5% equity interests in Wuxi Consulting from
Mr. Ching Feng Liao (B#%%), an Independent Third Party, and Wuxi Yuanjiabai for nil consideration,
which was determined with reference to the net asset value of Wuxi Consulting at the time of transfer.
Following the transfers of shares, Wuxi Consulting became a wholly foreign-owned enterprise of Yadea
HK on December 8, 2014. For details of Wuxi Consulting, please refer to the sub-section headed “—
Reorganization — Onshore Reorganization — Step 3: Establishment and subsequent changes of Wuxi

Consulting” below.
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Onshore Reorganization
Step 1: Disposal of the non-core assets of Jiangsu Yadea by way of demerger

To streamline the business of the Group in order to focus our resources on our core business
activities, namely the production of electric two-wheeled vehicles and ancillary products, Jiangsu Yadea
was demerged into Jiangsu Yadea and Jiangsu Yadea Investment Co., Ltd. (VLAFHE# % &4 FR/AF]) on
June 30, 2014, with the latter holding its non-core assets unrelated to our core business activities,
including bank investments and investments in certain small loan companies. As a result of the demerger
of Jiangsu Yadea, the registered capital of Jiangsu Yadea was decreased from RMB250,000,000 to
RMB 150,000,000 to reflect the value of the disposed assets. As of the Latest Practicable Date, Jiangsu
Yadea Investment Co., Ltd. (YLERHEM $E A BL/AF]) was held by Mr. Dong as to 90% and Mr. Huiyu
Qian (2 H ), the father of Ms. Qian, as to 10%.

Step 2: Transfer of Jiangsu Yadea, Tianjin Industry, Tianjin Weiye, Yadea Import Export, Zhejiang
Yadea and Jiangsu Xindi to Yadea Group

In early 2014, Yadea Group began to acquire the entire equity interests in Jiangsu Yadea, Tianjin
Industry, Tianjin Weiye, Yadea Import Export, Zhejiang Yadea and Jiangsu Xindi from their respective
shareholders. Following the transfers, which were completed on August 22, 2014, Yadea Group became
the holding company of all of our operating subsidiaries incorporated in the PRC. Please refer to the
sub-section headed “— Our Subsidiaries Established in the PRC” in this section for details of the
transfers under this step.

Step 3: Establishment and subsequent changes of Wuxi Consulting

Wuxi Consulting, an investment holding company, was established on June 30, 2014 as a sino-foreign
joint enterprise by Yadea Investment Holdings Limited (as to 95%) and Wuxi Yuanjiabai, with a registered
capital of RMB1,000,000. The registered capital was fully paid up on January 7, 2015.

On November 12, 2014, Yadea Investment Holdings Limited transferred its entire equity interest in
Wuxi Consulting to Mr. Ching Feng Liao (B, an Independent Third Party, for nil consideration,
which was determined with reference to the net asset value of Wuxi Consulting at the time of transfer.
Following the transfer, Wuxi Consulting was owned by Mr. Ching Feng Liao (BEi#%) and Wuxi
Yuanjiabai as to 95% and 5%, respectively.

Step 4: Conversion of Wuxi Consulting into a wholly foreign-owned enterprise

Wuxi Consulting became a wholly foreign-owned enterprise of Yadea HK on December 8, 2014. For
details of the acquisition of Wuxi Consulting by Yadea HK, please refer to the sub-section headed “—
Reorganization — Offshore Reorganization — Step 2: Acquisition of Wuxi Consulting” above.

Step 5: Acquisition of Yadea Group by Wuxi Consulting

On December 9, 2014, Wuxi Consulting acquired the entire equity interests in Yadea Group from
Mr. Dong and Ms. Qian for a consideration of RMB78,614,657.3 and RMB52,409,771.5, respectively.
The considerations were determined with reference to the audited net asset value of Yadea Group as of
December 31, 2013. Following the transfers, Wuxi Consulting became the holding company of all of our
subsidiaries incorporated in the PRC.
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PRE-IPO INVESTMENTS
The Pre-IPO Share Subscription Agreement

The Pre-IPO Share Subscription Agreement was entered into by and among the Company, the First
Pre-IPO Investor, the Controlling Shareholders, Yadea Group Management and Yadea HK on October 27,
2014, pursuant to which we issued 1,930 Series A Preferred Shares with a par value of US$1.00 each to
the First Pre-IPO Investor on December 10, 2014 for a consideration equivalent to RMB 125,000,000 in
U.S. dollars. As a result, the total issued share capital of the Company was increased from 20,000 shares
with a par value of US$1.00 each to 21,930 shares, comprising 20,000 ordinary shares with a par value of
US$1.00 each and 1,930 Series A Preferred Shares with a par value of US$1.00 each.

The consideration is equivalent to a subscription price of RMB64,766.84 per Share and was
determined through arm’s length negotiations among relevant parties, taking into account the business
prospects, results of operations and financial condition of the Group. Such consideration is equivalent to
a subscription price of HK$0.75 per Share upon the completion of the Capitalization Issue, representing
a 64.3% discount to the Offer Price of HK$2.10 (being the mid-point of the Offer Price range).

The table below sets out the key particulars of the First Pre-IPO Investment:
Name of the First Pre-IPO Investor: Kuanjie (Cayman) Investment Center LP (previously

known as Broad Street (Cayman) Investment Center LP).
For details of the First Pre-IPO Investor, please refer to the

sub-section headed “— Pre-IPO Investments —
Information on the Pre-IPO Investors — First Pre-IPO
Investor”
Date of the Pre-IPO Share October 27, 2014
Subscription Agreement:
Consideration: An amount equivalent to RMB 125,000,000 in U.S. dollars.

Such consideration is equivalent to a subscription price of
HK$0.75 per Share upon completion of the Capitalization
Issue and is equivalent to a 64.3% discount to the Offer
Price of HK$2.10 (being the mid-point of the Offer Price
range)

Payment date of the consideration: December 9, 2014
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Lock-up period:

Use of proceeds from the

First Pre-IPO Investment:

Strategic benefits of the

First Pre-IPO Investment:

Special Rights

The terms of the Pre-IPO Investments did not impose any
lock-up obligations over the Shares held by the Pre-IPO
Investors. The Shares held by the First Pre-IPO Investor are
subject to lock-up restrictions (the “Lock-up
Restrictions”) pursuant to the undertakings given by it,
among others, in favour of the Company and the Joint
Global Coordinators not to dispose of any of the Shares
held by it for a period of six months commencing on the
Listing Date (the “Lock-up Period”), subject to the sole
and absolute discretion of the Joint Global Coordinators to
terminate the Lock-up Restrictions before the expiry of the
Lock-up Period. Details of the Lock-up Restrictions are set
out in the sub-section headed “Underwriting —
Underwriting Arrangements and Expenses — Hong Kong
Public Offering — Other Undertakings” in this prospectus.

The Company declared a special one-time cash dividend in
the amount of HK$154,000,000 to be dividend on a pro rata
basis to the existing Shareholders on January 29, 2015 in
recognition of their contributions to the Group. The First
Pre-IPO Investor had waived its right to receive its entitled
portion of the dividend and such waived amount was
remained in the share premium account of the Company

Our Directors are of the view that the Company can benefit
from the First Pre-IPO Investor’s commitment to the
Company as its investment demonstrates its confidence in
the operations of the Group and serves as an endorsement
of the Company’s performance, strength and prospects

In relation to the First Pre-IPO Investment, the Pre-IPO Shareholders Agreement was entered into

by and among the Company, the Controlling Shareholders, the Minority Shareholder Holdcos, the

Minority Shareholders, the Pre-IPO Investment Subsidiaries and the First Pre-IPO Investor on October

27, 2014, pursuant to which the First Pre-IPO Investor was granted certain special rights, a summary of

which is set out below. All such special rights (except for certain restrictions on transfer of shares, a right

of first refusal and tag-along rights), details of which are set out below, granted to the First Pre-IPO

Investor thereunder shall cease to be in effect upon the closing of a Qualified IPO. Please refer to the

paragraphs headed “Restrictions on transfer of shares”, “Right of first refusal” and “Tag-along rights”

below for details regarding the restrictions on transfer of shares, right of first refusal and tag-along rights

which will survive the termination of the Pre-IPO Shareholders Agreement upon the Listing.
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Right to nominate a non-executive Director

The First Pre-IPO Investor is entitled to nominate at least one non-executive Director (the “Investor
Director”) or to appoint and maintain in office up to such portion of the total number of Directors which
will reflect the ratio of its shareholding in the Company on an as converted basis. No voting with respect
to the removal of the Investor Director shall take place unless upon the request of the First Pre-IPO
Investor. In the event that the Investor Director resigns or is removed, the First Pre-IPO Investor has the
right to nominate such Investor Director’s successor or replacement. Unless the First Pre-IPO Investor
fails to nominate such successor or replacement within eight business days (as defined in the Pre-IPO
Shareholders Agreement) after the resignation or removal of the Investor Director, no business shall be
transacted until the successor or replacement nominated by the First Pre-IPO Investor has been elected.
Upon the Listing, the re-appointment and retirement of the Investor Director will be subject to the

requirements under the Articles and the Listing Rules.

Restrictions on transfer of shares

Except for any transfers of shares of the Company or equity interests in the Company from either
Dai Wei or Fang Yuan to a Minority Shareholder Holdco, or vice versa, provided that the aggregate shares
of the Company or equity interest in the Company involved in such transfers shall each not exceed 5% of
the shares of the Company as of the date of the Pre-IPO Shareholders Agreement, none of the Controlling
Shareholders, the Minority Shareholder Holdcos or the Minority Shareholders shall transfer any shares of
or equity interests in the Company, Dai Wei, Fang Yuan or the Minority Shareholder Holdcos, as
applicable, prior to the completion of a Qualified IPO and the expiration of the applicable lock-up period

after the completion of a Qualified IPO without the prior written consent of the First Pre-IPO Investor.

Written notice prior to transfer of Shares

After the completion of a Qualified IPO and the expiration of the applicable lock-up period after the
Qualified IPO, in the case that either Dai Wei or Fang Yuan decides to sell its respective shares of the
Company (i) on the stock exchange on which the ordinary shares of the Company are listed in bona fide
market transactions to unidentified purchasers; or (ii) in offerings through brokers or dealers as
underwriters or agents in bona fide placements to multiple unaffiliated investors, Dai Wei or Fang Yuan
(as the case may be) shall give notice to the First Pre-IPO Investor in writing three business days (as

defined in the Pre-IPO Shareholders Agreement) prior to such sale.
Right of first refusal
If any of the Shareholders who are subject to the Pre-IPO Share Subscription Agreement proposes to

transfer any Shares to any third parties who are not subject to the Pre-IPO Share Subscription Agreement,

the First Pre-IPO Investor is entitled to a right of first refusal with respect to such transfer.
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Tag-along rights

In the event that a proposed transfer of ordinary shares of the Company involves at least either Dai
Wei or Fang Yuan, the First Pre-IPO Investor is entitled to a tag-along right to require the transferee to
purchase from the First Pre-IPO Investor, for the same consideration per ordinary share and upon the
same terms and conditions as to be paid and given to the transferring shareholder(s), up to a maximum of
the number of shares of the Company held by the First Pre-IPO Investor multiplied by a fraction (the
numerator being the number of ordinary shares proposed to be transferred by the transferring
shareholder(s) and the denominator being the total number of ordinary shares held by the transferring
shareholder(s)), in each case on an as converted but otherwise non-diluted basis, provided that the First
Pre-IPO Investor is entitled to require the transferee to purchase up to the entire number of shares of the
Company held by the First Pre-IPO Investor if the transfer by at least either Dai Wei or Fang Yuan will
result in Mr. Dong’s or Ms. Qian’s beneficial ownership (direct or indirect) of the shares of the Company
to be 50% or less than his/her indirect ownership of the shares of the Company as of the date of the
Pre-IPO Share Subscription Agreement.

Preemptive rights

Pursuant to the Pre-IPO Shareholders Agreement, the Company shall not issue any securities of any
type or class unless the Company has offered the First Pre-IPO Investor the right to purchase, on a pro
rata basis, such new securities on the same terms and conditions as are offered to the proposed recipients
of the new securities.

Reserved matters

The Company shall not, and shall cause the members of the Group and its and their respective
directors, officers, employees, advisors and agents not to, without the affirmative written consent or
approval of the First Pre-IPO Investor, take actions involving certain matters, including, among others,
change of principal business activities, amendment of the Memorandum and Articles of Association,
change in authorized or issued share capital, mergers or acquisitions, appointment, termination or
replacement of external auditors, significant capital expenditures in an amount or in a total amount for
related expenditures in excess of RMBS80 million, incurrence of indebtedness for more than RMB300
million or provision of guarantee for more than RMB 100 million in one transaction or a series of related
transactions in any six-month period, and commencement, termination or settlement of any litigation,
arbitration or other proceedings in an amount reasonably or expected to exceed RMBS5 million or that
would have a material impact on the business of the Company.

Conversion rights
The Series A Preferred Shares are convertible as follows:

Optional conversion: Each fully paid Series A Preferred Share may be converted,
at any time at the option of the holder thereof, into the
number of fully paid and non-assessable ordinary shares of
the Company equal to (i) RMB64,766.84 or its equivalent
amount in U.S. dollars per Share, divided by (ii) the Series
A Conversion Price then in effect
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Mandatory Conversion: The Series A Preferred Shares are automatically converted
immediately (i) prior to the completion of a Qualified IPO
or (ii) upon the written consent of the holder(s) of a
majority of the Series A Preferred Shares in issue. Each
fully paid Series A Preferred Share shall be converted into
the number of fully paid and non-assessable ordinary
shares of the Company equal to (i) RMB64,766.84 or its
equivalent amount in U.S. dollars per Share, divided by (ii)
the Series A Conversion Price then in effect

“Series A Conversion Price” means RMB64,766.84 or its equivalent amount in U.S. dollars per
share, subject to the occurrence of (i) subdivision of the issued ordinary shares of the Company into a
larger number of shares; (ii) combination of the issued ordinary shares of the Company into a smaller
number of shares; or (iii) any capital reorganization or reclassification of the ordinary shares of the
Company, in which cases the Series A Conversion Price as in effect immediately prior thereto shall be
adjusted so that the holder of any Series A Preferred Shares thereafter converted shall be entitled to
receive the same number of ordinary shares or securities of the Company and other consideration that
such holder would have owned or been entitled to receive had such Series A Preferred Shares been
converted immediately prior to the effectiveness of such subdivision, combination, reorganization or
reclassification. Alternatively, if the Company at any time issues or sells any ordinary shares of the
Company or the equivalent of ordinary shares of the Company at a price per ordinary share (the “New
Issue Price”) that is less than the Series A Conversion Price in effect on the date which the Company
fixes the offering price for the ordinary shares or their equivalent, the Series A Conversion Price in effect
immediately prior to such issuance shall be adjusted such that it is equal to the New Issue Price.

As of the Latest Practicable Date, each Series A Preferred Share was convertible into one Ordinary
Share. In any event, the adjustment to the conversion price of the Series A Preferred Shares will not be
linked to the Offer Price or the market capitalization of the Company upon Listing and will be in line with
the principles and requirements promulgated by the Stock Exchange.

Put Option

The First Pre-IPO Investor is entitled, to the extent permitted by applicable laws, to require that all
or a portion of the Series A Preferred Shares (or ordinary shares of the Company issuable upon conversion
thereof or otherwise derived therefrom) held by the First Pre-IPO Investor be purchased by any of the
Controlling Shareholders at a price equal to the original consideration paid for such shares under the
Pre-IPO Share Subscription Agreement plus a premium calculated at an annual return of 10% of such
original consideration, compounded annually, from and after January 1, 2018 if a Qualified IPO has not
been completed by then.

Initial public offering

For as long as a Qualified IPO has not been completed, from and after two years from the date of the
Pre-IPO Shareholders Agreement, the First Pre-IPO Investor is entitled to require the Company to prepare
for and complete an initial public offering of the ordinary shares of the Company and shall have the right
to lead the execution of the initial public offering on behalf of the Company, including by replacing and
appointing the chief financial officer of the Company to be primarily responsible for the day-to-day
execution of the initial public offering. From and after three years from the date of the Pre-IPO
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Shareholders Agreement, for as long as a Qualified IPO has not been completed, each of Mr. Dong and
Ms. Qian undertakes (i) to fully support an initial public offering of the ordinary shares of the Company
and use his/her best efforts to enable the completion of an initial public offering of the ordinary shares as
soon as practicable; (ii) to cause Dai Wei and Fang Yuan and their nominees on the Board to vote or
otherwise approve an initial public offering; and (iii) to approve and cause the Company to complete all
actions and matters required for or in furtherance of an initial public offering of the ordinary shares of the

Company.
The Series A Preferred Shares Transfer Agreement

On June 11, 2015, the First Pre-IPO Investor and the Second Pre-IPO Investor entered into the Series
A Preferred Shares Transfer Agreement pursuant to which the First Pre-IPO Investor agreed to sell to the
Second Pre-IPO Investor, and the Second Pre-IPO Investor agreed to purchase from the First Pre-IPO
Investor, a total of 438 Series A Preferred Shares with a par value of US$1.00 each for a consideration of
RMB99.86 million. The consideration is equivalent to a subscription price of RMB227,990.87 per Share
and was determined through arm’s length negotiations among the relevant parties, taking into account the
business prospects, results of operations and financial condition of the Group. Such consideration is
equivalent to a subscription price of HK$2.63 per Share upon completion of the Capitalization issue,
representing a 25.2% premium to the Offer Price of HK$2.10 (being the mid-point of the Offer Price

range).

The table below sets out the key particulars of the Second Pre-IPO Investment:

Name of the Second Pre-IPO Junjin Investment Management Ltd. For details of the
Investor: Second Pre-IPO Investor, please refer to the sub-section
headed “— Pre-IPO Investments — Information on the

Pre-IPO Investors”

Date of the Series A Preferred June 11, 2015
Shares Transfer Agreement:

Payment date of the consideration: June 15, 2015

Consideration: RMB99.86 million, which is equivalent to a subscription
price of HK$2.63 per Share upon completion of the
Capitalization Issue and a 25.2% premium to the Offer
Price of HK$2.10 (being mid-point of the Offer Price
range)
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Lock-up period: The terms of the Pre-IPO Investments did not impose any
lock-up obligations over the Shares held by the Pre-IPO
Investors. The Shares held by the Second Pre-IPO Investor
are subject to lock-up restrictions (the “Lock-up
Restrictions”) pursuant to the undertakings given by it,
among others, in favour of the Company and the Joint
Global Coordinators not to dispose of any of the Shares
held by it for a period of six months commencing on the
Listing Date (the “Lock-up Period”), subject to the sole
and absolute discretion of the Joint Global Coordinators to
terminate the Lock-up Restrictions before the expiry of the
Lock-up Period. Details of the Lock-up Restrictions are set
out in the sub-section headed “Underwriting —
Underwriting Arrangements and Expenses — Hong Kong
Public Offering — Other Undertakings” in this prospectus.

Reason of the Second Pre-1PO The Company procured the relevant parties to enter into the
Investment: Series A Preferred Shares Transfer Agreement in order to
introduce a new shareholder without diluting the

shareholding of existing shareholders

Special rights

In relation to the Second Pre-IPO Investment and in accordance with the Pre-IPO Shareholders
Agreement, the Company, the Controlling Shareholders, the First Pre-IPO Investor and the Second
Pre-IPO Investor entered into the Deed of Adherence on June 15, 2015, pursuant to which the Second
Pre-IPO Investor unconditionally, irrevocably and perpetually waived, and undertook not to exercise, any
and all of the rights it may otherwise have with respect to the Series A Preferred Shares acquired pursuant
to the Pre-IPO Shareholders Agreement and the Memorandum and Articles of Association as a permitted
assign of the First Pre-IPO Investor. Pursuant to the Deed of Adherence, the Second Pre-IPO Investor
shall not be deemed to have any of the rights of the First Pre-IPO Investor under the Pre-IPO Shareholders
Agreement and the Memorandum and Articles of Association.

Information on the Pre-IPO Investors
First Pre-1PO Investor

Kuanjie (Cayman) Investment Center LP (previously known as Broad Street (Cayman) Investment
Center LP) is an exempted limited partnership registered in the Cayman Islands. Its general partner is
Broad Street (Cayman) GP Limited, a wholly-owned subsidiary of The Goldman Sachs Group, Inc., an
Independent Third Party and a company listed on the New York Stock Exchange (ticker symbol: GS). Its
limited partner is Shanghai Broad Street Investment Center, whose limited partner is Broad Street
(Beijing) 2011 Investment Center (Limited Partnership), an investment fund managed and controlled by
affiliates of The Goldman Sachs Group, Inc.

Other than in respect of its shareholding interest in the Company, as disclosed in this prospectus,

and its nomination of Mr. Xiang Fan (i) as a Director, the First Pre-IPO Investor and its ultimate
beneficial owners are independent from the Group and any connected persons of the Company.
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Second Pre-IPO Investor

Junjin Investment Management Ltd is an exempted company incorporated with limited liability and
existing under the laws of the Cayman Islands. It is wholly owned by Shanghai Junjin Investment
Management Limited Company, which is an Independent Third Party and a company established under
the laws of the PRC on June 4, 2015.

Other than in respect of its shareholding interest in the Company, as disclosed in this prospectus, the
Second Pre-IPO Investor and its ultimate beneficial owners are independent from the Group and any

connected persons of the Company.

Public Float

Since the shareholding of the Pre-IPO Investors in the Company upon Listing is less than 10%, the
Shares held by the Pre-IPO Investors will be counted towards part of the public float.

Sole Sponsor’s View

The Sole Sponsor is of the view that the investments by the Pre-IPO Investors is in compliance with
the Guidance Letter HKEx-GL29-12 issued by the Stock Exchange in January 2012, the Guidance Letter
HKEx-GL43-12 issued by the Stock Exchange in October 2012 and updated in July 2013 and the
Guidance Letter HKEx-GL44-12 issued by the Stock Exchange in October 2012.
SALE OF THE SALE SHARES BY THE SELLING SHAREHOLDER

As part of the Global Offering, the Selling Shareholder will offer 30,000,000 Sale Shares for sale

pursuant to the International Offering. Please refer to the section headed “Structure of the Global
Offering” for details of the Sale Shares by the Selling Shareholder.
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CORPORATE STRUCTURE FOLLOWING THE REORGANIZATION AND BEFORE THE
GLOBAL OFFERING

Set forth below is a diagram illustrating our corporate structure upon completion of the

Reorganization and immediately before completion of the Capitalization Issue and the Global Offering:
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Mr. Dong is our Chairman and executive Director. Please refer to the section headed “Directors and Senior Management —
Board of Directors — Executive Directors” in this prospectus for details relating to his background and experience.

Ms. Qian is our vice Chairman and executive Director. Please refer to the section headed “Directors and Senior Management
— Board of Directors — Executive Directors” in this prospectus for details relating to her background and experience.

Mr. Yeming Liu (Z|B#W]) is our executive Director and president. Please refer to the section headed “Directors and Senior
Management — Board of Directors — Executive Directors” in this prospectus for details relating to his background and
experience.

Mr. Jiazhong Wang (£ XK 1), Mr. Bo Xue (FEJ;), Mr. Shuchang Xu (#F&F%7) and Mr. Chaoyang Zhou ( JF1#F3) are members
of our senior management. Please refer to the section headed “Directors and Senior Management — Senior Management” in

this prospectus for details relating to their backgrounds and experience.

Mr. Xuerong Chen (BEZ4E) joined the Group in December 2013 and is an officer of our ancillary facilities management
center.

The shareholding percentage has been calculated based on the assumption that all Series A Preferred Shares had been fully
converted into Ordinary Shares at a 1:1 ratio.
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SHA

REHOLDING STRUCTURE UPON COMPLETION OF THE GLOBAL OFFERING

Set forth below is a diagram illustrating our shareholding structure immediately following the

completion of the Capitalization Issue and the Global Offering (assuming the Over-allotment Option is
not exercised):
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Mr. Dong is our Chairman and executive Director. Please refer to the section headed “Directors and Senior Management —
Board of Directors — Executive Directors” in this prospectus for details relating to his background and experience.

Ms. Qian is our vice Chairman and executive Director. Please refer to the section headed “Directors and Senior Management
— Board of Directors — Executive Directors” in this prospectus for details relating to her background and experience.

Mr. Yeming Liu (Z|B#W]) is our executive Director and president. Please refer to the section headed “Directors and Senior
Management — Board of Directors — Executive Directors” in this prospectus for details relating to his background and
experience.

Mr. Jiazhong Wang (£ XK 1), Mr. Bo Xue (FEJ;), Mr. Shuchang Xu (#F&F%7) and Mr. Chaoyang Zhou ( JF1#F3) are members
of our senior management. Please refer to the section headed “Directors and Senior Management — Senior Management” in

this prospectus for details relating to their backgrounds and experience.

Mr. Xuerong Chen (BEZF4€), an Independent Third Party, joined the Group in December 2013 and is an officer of our
ancillary facilities management center.

The shareholding percentage has been calculated based on the assumption that all Series A Preferred Shares had been fully
converted into Ordinary Shares at a 1:1 ratio.
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PRC REGULATORY REQUIREMENTS

Our PRC Legal Advisors have confirmed that all share transfers and increases in registered capital in
respect of the PRC companies in our Group as described above have obtained all necessary approvals and

permits and the procedures involved are in accordance with PRC laws and regulations.

According to the “Provisions on the Mergers and Acquisitions of Domestic Enterprises by Foreign
Investors” (B SN % & & OF B A 2E 09K E )) (the “Circular No. 10”) jointly issued by the
MOFCOM, SASAC, SAT, CSRC, SAIC and SAFE on August 8, 2006, and effective as of September 8,
2006 and amended in June 22, 2009, where a domestic company, enterprise or natural person intends to
acquire its or his/her related domestic company in the name of an offshore company which it or he/she
lawfully established or controls, the acquisition shall be subject to the examination and approval of the
MOFCOM. As advised by our PRC Legal Advisors, according to the Circular No. 10 and with reference
to the guidance documents issued by the MOFCOM, the requirement of the aforementioned approval only
applies to circumstances where the acquisition target is a non-sino foreign enterprise established in the
PRC. As Wuxi Consulting has been a sino-foreign joint enterprise since the date of its establishment,
Circular No. 10 shall not be applicable to the transfer of shares of Wuxi Consulting. Instead, Regulations
for the Alteration of Investors’ Equity Interests in Foreign Funded Enterprises ({7 % & 1> £ 480 & # B
TESE T )45 T Hi & )) promulgated by the MOFCOM and the SAIC on May 28, 1997 shall be applicable
and the relevant commerce bureau of its place of incorporation has the competent authority to approve
such transfer of shares. As advised by our PRC Legal Advisors, we have obtained all relevant approvals

and made all relevant filings under such regulations.

Further, as advised by our PRC Legal Advisors, Mr. Dong, Ms. Qian, Mr. Yeming Liu (BIHEERH), Mr.
Mingyou Chen (Bf 44 &), Mr. Shuchang Xu (FF&7%7), Mr. Jiazhong Wang (F % 1), Mr. Xuerong Chen (P
F5), Mr. Chaoyang Zhou (Ji51[5) and Mr. Bo Xue (F£ %) have registered with SAFE, Jiangsu Province
Branch for foreign exchange registration of overseas investments and obtained the Domestic Residents
Personal Offshore Investment Foreign Exchange Registration Certificates (3% A J& R AR A 3% SN & S
HH0 %) issued by SAFE, Jiangsu Province Branch on July 14, 2014.

— 126 —



BUSINESS

You should carefully consider all of the information in this prospectus, including the risks and
uncertainties described below and the accountants’ reports included in Appendix I to this prospectus,
before making an investment in our Shares. You should pay particular attention to the fact that
substantially all of our operations are in China, the legal and regulatory environment of which differs
in certain respects from that which prevails in other countries. Our business, financial condition,
results of operations or prospects may be materially and adversely affected by any of these risks and
the trading price of our Shares may decline as a result. You may lose all or part of your investment.

OVERVIEW

We are the leading electric two-wheeled vehicle brand in China both in terms of revenue and
profitability. We are the largest player in the Chinese electric two-wheeled vehicle market, with our
market share accounting for 10.5% in terms of revenue in 2015, according to Frost & Sullivan. We have
adopted a high-end positioning strategy in establishing our premium brand. According to Frost &
Sullivan, we are the most profitable company among the leading players in the electric two-wheeled
vehicle market in terms of net profit and our net profit accounted for 24.0% of the overall market in 2015.
Our market shares were 11.2% in the electric scooter market and 9.2% in the electric bicycle market in
terms of revenue in 2015, ranking first and second respectively, according to Frost & Sullivan. We have
been named the first of the Top 10 Electric Two-wheeled Vehicle Enterprises of China’s Light Industry by
the Chinese National Light Industry Council each year since 2009. We focus on designing, researching,
developing, manufacturing and selling electric two-wheeled vehicles, which include electric scooters and
electric bicycles. We believe that the strong market recognition of our brand and our reputation enable us
to command a price premium for our products.

We sell our products through our nationwide sales and distribution network in China, which
consisted of over 1,700 distributors as well as their sub-distributors as of December 31, 2015. We also
have an extensive international customer base and made sales in over 50 countries during the Track
Record Period through our extensive international distribution network. Our international sales
accounted for 1.9% of the total electric two-wheeled vehicle export volume from China in 2015 according
to Frost & Sullivan. We believe that our market leading position and strong brand recognition have
enabled us to develop long-term relationships with our distributors and suppliers and to obtain favorable
terms from them.

Our headquarters is located in Wuxi in Jiangsu Province and includes our principal office buildings,
our product research and development center and our Wuxi production facilities. In addition to our Wuxi
production facilities, we have three other production facilities, which are located in Tianjin, Cixi and
Dongguan. As of December 31, 2015, we had annual electric two-wheeled vehicle production capacity of
approximately 5.0 million units.

We focus on research and development to enhance our innovation capabilities and our market
competitiveness. We devote significant effort to developing core technologies, such as electric motors
and power systems. We are also in the process of developing and enhancing advanced mobile internet
applications for our electric two-wheeled vehicles, including a remote motor start/stop system, location
tracking applications, an onboard mechanical problem detecting and reporting system, and theft-recovery
applications, some of which have been incorporated into certain of our products. Additionally, we have a
strategic cooperation agreement with Lightning Motors, a U.S. company specializing in researching and
developing advanced electric two wheeled vehicles, to jointly develop and produce high-end products and
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we also own approximately 11.1% of this company. As of the Latest Practicable Date, we held a total of
664 PRC patents, of which 15 were invention patents, 270 were use patents and 379 were design patents,
and had 48 patent applications pending approval.

We experienced significant growth over the Track Record Period. Our profit increased by 28.4%,
from RMB174.1 million in 2013 to RMB223.5 million in 2014 and further increased by 68.0% to
RMB375.5 million in 2015. Our net profit in 2014 was significantly influenced by RMB75.6 million in
share based payments that we made to our senior managements in recognition of their contributions to the
Group. Our revenue grew from RMB5,059.2 million in 2013 to RMB5,824.1 million in 2014 and further
to RMB6,429.2 million in 2015.

OUR COMPETITIVE STRENGTHS

We believe that we have the competitive strengths described below.

1. We are the leader in the electric two-wheeled vehicle market in China both in terms of
revenue and profitability.

We are the leading electric two-wheeled vehicle brand in China, focusing on designing,
researching, developing, manufacturing and selling high-end electric two-wheeled vehicles. We are
the largest player in the Chinese electric two-wheeled vehicle market, with market share of 10.5% in
terms of revenue in 2015, according to Frost & Sullivan. We have adopted a high-end positioning
strategy aimed at establishing our brand in the minds of consumers as the premium brand of
high-end electric two-wheeled vehicles. This strategy has established high-end brand image and
widespread consumer recognition for our brand. According to Frost & Sullivan, we are the most
profitable company among the leading players in the electric two-wheeled vehicle market in China
in terms of net profit, and our net profit accounted for 24.0% of the net profit in the overall market
in 2015. Our share of the Chinese electric two-wheeled vehicle market in 2015 was 10.5% in terms
of revenue, which was higher than the combined revenue of our third and fourth largest competitors
in 2015 according to Frost & Sullivan.

According to Frost & Sullivan, sales of both electric scooters and electric bicycles will
continue to grow in the future but electric scooter sales growth will outpace electric bicycle sales
growth, driven by increasing consumer purchasing power and demand for the better performance of
electric scooters over electric bicycles. We have particular strength in the electric scooters segment,
ranking first in the Chinese market in terms of sales volume and revenue for electric scooters in 2015
according to Frost & Sullivan. Furthermore, Frost & Sullivan predicts that consumers in China will
show an increasing preference for premium high-end brands with stylish and smart products
designed to address specific consumer needs, areas where we believe that we have unmatched

leadership.

The competition in the electric two-wheeled vehicle market is relatively fragmented and we
believe that such fragmentation will spur consolidation in the industry. We believe that our leading
market position and brand put us in a strong position to take advantage of acquisition opportunities

and to capture additional market share during the industry consolidation.
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2.  Our leading brand provides us with strong pricing power.

We are devoted to forging a high-end brand. We have been named the first of the Top 10
Electric Two-wheeled Vehicle Enterprises of China’s Light Industry by the Chinese National Light
Industry Council each year since 2009. Our marketing, design, research and production activities
are aimed towards reinforcing consumer perceptions of our brand as a premium brand of electric
two-wheeled vehicles and expanding consumer recognition of our products. We believe that
consumer recognition of our brand as a high-end brand is well-established and cannot be easily
replicated by competitors, providing us with a significant competitive advantage.

The leading position of our brand has provided us with strong pricing power, financial results,
brand equity and ranking. Our products are generally priced higher than comparable products in the
market. Our leading brand also allows us to benefit from significant bargaining power with our
suppliers and distributors. For example, we benefit from favorable credit terms from our suppliers,
including their acceptance of bank acceptance bills for a significant percentage of our raw material
purchases during the Track Record Period. In addition, we received payment in advance from our
distributors for a significant percentage of our sales during the Track Record Period. These provide

us with a strong liquidity position.

3.  Our strong research, development and design capabilities ensure our market leading
position in product development.

We focus on advancing the technology and design of our products and invest significant
amounts in research and development of new technologies for core parts, components and the
application of such technologies. We frequently introduce unique new products under our Yadea
brand. These products provide high gross profit margins and allow us to obtain price premiums,
which we believe is difficult for our competitors to replicate.

We believe that our leading position in products and technology is evidenced by us being the
only company selected to represent the entire electric two-wheeled vehicle industry in drafting the
national standards relating to the Internet of Things electric two-wheeled vehicle application
platform technology. We were also the only company in the electric two-wheeled vehicle industry to
be awarded the Financial Subsidy for Energy-Efficient Motors from the National Development and
Reform Commission and the Ministry of Finance of the People’s Republic of China, which we
received for our development of an energy efficient motor.

We believe that our strong research, development and design capabilities are demonstrated by:

. Our inventing the GT-R power system which enables our electric two-wheeled vehicles to
achieve longer travel distances with more compact batteries, as well as reach higher
speeds with greater efficiency.

. Our inventing a high-speed, rare earth, permanent magnet motor, model YD-800, which
has industry-leading efficiency and the least efficiency loss under high torque use. In
addition to its superior power performance, the motor also delivers energy-savings of up
to 10%.
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. Our collaboration with Southwest University to develop, and our right to use, the AAT
motor and self-adaptive automatic speedhub. The torque from the advanced motor
enables our electric two-wheeled vehicles advanced performance in climbing inclines

when paired with the advanced automatic shifting hub.

. Our devoting significant resources to product design in addition to the development of
in-house technologies. In particular, our Panda, X-Police, Wingman, Sky-rider and
X-Aurora models are notable for their unique features and integrating popular and stylish
elements into their designs which give users a unique riding experience. In 2015, we

introduced 82 new models.

. Our having a total of 664 PRC patents, of which 15 are invention patents, 270 are use
patents and 379 are design patents, and 48 patent applications pending approval as of the
Latest Practicable Date.

. Our development and enhancement of advanced mobile internet applications for our
electric two-wheeled vehicles, including a remote motor start/stop system, location
tracking applications, an onboard problem detecting and reporting system and
theft-recovery applications. We are also in the process of developing and producing new

intelligent electric scooters powered by lithium batteries.

. Our entering into a strategic cooperation agreement with Lightning Motors, under which
we plan to jointly develop and research products. We also have acquired approximately
11.1% of Lightning Motors. Lightning Motors is a U.S. company specializing in

researching and developing advanced electric two-wheeled vehicles.

We have established research and development centers in Wuxi, Tianjin and Dongguan and had
a total of 198 research and development staff as of the Latest Practicable Date. In order to ensure the
performance of our products, we invest significantly in the research and development of our core
components and manufacture a portion of certain core components (primarily electric motors)
in-house. For the years ended December 31, 2013, 2014 and 2015, we spent RMB83.3 million,
RMB133.8 million and RMB133.7 million, respectively, on research and development. For the year
ended December 31, 2015, we produced in-house approximately 45% of the electric motors that we
used in our electric vehicles. We believe that the significant portion of our components produced
in-house gives us unique control over the quality of our products and production efficiency and we
intend to further expand the percentage of our components produced in-house.
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4. We have an extensive distribution and service network with widespread coverage and
deep market penetration.

We have established an extensive distribution network with a wide geographical reach. Our
domestic network covered almost every administrative region of China and consisted of over 1,700
distributors as of December 31, 2015. Internationally, we made sales in over 50 countries during the
Track Record Period through our extensive international distribution network.

We have maintained stable relationships with our distributors and have an average of four years
of business relationships with them. We are distinct from many other manufacturers in the market as
we provide many “value-added” services and actively guide and monitor the activities, and the
operations of our distributors including their points of sales:

. we provide advice on site selection according to our distributor coverage plans;

. we provide uniform design, renovation materials and display guidance for distributor
points of sales to ensure branding consistency throughout our network;

. we provide training to our distributors on market trends and our new product models and
features as well as pricing guidance;

. we conduct regular site visits to our distributors’ points of sales in order to obtain
feedback with regard to common issues, to assist our distributors in resolving these issues
and ensure compliance with our distribution agreements; and

. in order to perfect the end sales customer experience, we are implementing a campaign to
overhaul the product displays, brand presentation and the points of sales of a significant
percentage of our distributors. For further details of our distributor points of sales
overhaul campaign, see “— Sales and Distribution Network — Distributor Points of Sales
Overhaul Campaign”.

As a supplement to our traditional sales network, we have developed an online platform
“Yadeamall” and opened online flagship stores at various popular Chinese online shopping
platforms to support our distributors and expand their sales coverage. Our customers may order our
products online and pick up the products at the points of sales of our distributors.

One key factor underpinning our brand recognition is our market leading after-sales service.
Our distributors generally provide after-sales services at their points of sales, allowing customers
easy access to such services. 24-hour a day service, seven days per week, is available in some large
cities.

5. We have a professional and experienced management team with a proven track record of
delivering growth and profitability.

Our senior management team has extensive experience in the electric two-wheeled vehicle

industry, with an average of 10 years of experience in the industry. Our President and our founder
Mr. Dong and Ms. Qian both have 19 years of experience in the electric two-wheeled vehicle
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industry. Our president, Mr. Liu, has over 16 years of management experience and significant
experience with Hong Kong listed companies. Our management team also benefits from the support
of the institutional investor, Goldman Sachs, which invested in the company through the First
Pre-IPO Investor, its subsidiary, and has appointed a non-executive Director to our Board. The
Second Pre-IPO Investor, Shanghai Junzhi Corporate Management Company Limited (*_b % & 4
FEE A M/ F”), a well-known consulting company, also provides valuable strategic positioning
advice to our management team. We believe that our management team’s extensive experience is
unmatched and provides us with unique capabilities for analyzing market trends, strategic planning
and business operation. Furthermore, our management team is committed to high standards with
regard to corporate governance, quality control, environmental control and employee welfare. In
addition, our key management members are also shareholders of the Company, helping to ensure
that their incentives align with those of our other shareholders.

OUR STRATEGIES

As the largest electric two-wheeled vehicle brand in China in terms of sales, we aim to continue
leading the development of China’s electric two-wheeled vehicle industry and to be the world’s leader in
the electric two-wheeled vehicle industry in various aspects, including total sales, technological
advancement and brand culture, by leveraging our competitive strengths and implementing the following
strategies:

1. Further establish our brand as a high-end brand and solidify our market leading position
in China.

Our “Yadea” brand is the leading brand in the industry according to Frost & Sullivan and we
believe that consumers associate it with high-quality products with fashionable designs and superior
customer service. We regard the ongoing building of our high-end brand image as one of our most
important development strategies.

We plan to continue to establish an international, technologically advanced high-end brand
image by increasing investment in (i) traditional media, such as promotional campaigns, prime time
television advertising and public relations as well as engaging spokespersons and (ii) new media,
such as internet advertising and mobile internet applications to increase brand recognition and brand
loyalty in order to expand sales. In particular, we are advertising our products in high speed rail
networks and through well known Chinese search engines. We plan to use over 19% of the proceeds
from the Global Offering for brand promotion, advertising and marketing. We also plan to continue
to promote our high-end brand image by researching and developing leading products and
components that incorporate the most advanced technology in the industry. Additionally, we plan to
continue to implement our distributor points of sales overhaul campaign to improve the consumer

experience at our distributors’ points of sales and their perceptions of our brand.

We also plan to continue to solidify and expand our share of the Chinese high-end domestic
market by continually increasing our scale and improving profitability. We also plan to increase our
market share and overall profit by leveraging the strength of our brand and consolidating our

position in the Chinese market by acquiring domestic and foreign enterprises with growth potential.
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2.  Further strengthen our research, development and design capabilities, consolidate our
leading product and technology position and continue to launch innovative products.

Research, development and design capabilities are critical to assuring our leading
technological position, the high quality, design appeal and excellence of our products. We plan to
further increase our technological research efforts in high-end products in the future in order to
maintain our leading product and technological position and strengthen our market position and
reputation. Our plans include the following:

. continue to cooperate with domestic and foreign design firms and educational and
scientific research institutions, including Giovannoni Design SRL, AMV Design, Boxer,
Jiangnan University, Southwest University and the National Electric Two-wheeled
Vehicle Inspection Center, in order to draw on their design, branding and technical

know-how and strength and enhance our research, development and design capabilities;

. continue to cooperate with world renowned high-tech manufacturers to jointly develop
key product components with a view to improving the overall performance of our

products;

. enhance product capabilities to satisfy the needs of high-end customers such as
developing lithium battery powered products; continue to introduce smart products and

applications with connectivity to the Internet of Things;

. increase our use of intelligent manufacturing systems such as utilizing automatic robotic

arms in various production processes;

. continue to increase our investment in research, development and design, recruit more
research, development and design personnel, improve the training of our research,
development, design, procurement and inspection personnel and improve our production

facilities according to the most advanced standards; and

. enhance our leading technological position through mergers and acquisitions.

3. Continue to enhance our sales and service network as well as improve our distributors’
points of sales and the customer experience.

With regard to our existing network, we plan to continue to implement our strategy of
perfecting the end sales experience through cooperation with experienced fashion design firms to
overhaul the points of sales of our distributors. This includes renovating the points of sales and
improving the product displays and layouts in the points of sales according to innovative designs
provided by top design companies, to enhance the shopping experience and portray a high-end brand
image to consumers. We believe that this will help us lead consumer trends and will bring increases
in our overall sales and in sales of mid- to high-end products in particular. We plan to increase our
investment in the overhaul of the distributor points of sales. We plan to use 16% of the proceeds

from the Global Offering for this purpose.
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We plan to improve our distribution, sales and service network through a variety of efforts,
including:

. increasing the number of integrated stores offering both sales and post sales services and
expanding the coverage of our existing sales and service network;

. continuing to increase the penetration of our distribution network by engaging more
distributors of high quality and opening stores to provide customers more convenient
access to our products and services;

. assisting distributors to establish 100 4S stores in the major cities and surrounding areas
where we currently have established networks; expanding our distributors’ points of sales
in both urban and rural areas including assisting distributors;

. setting up a “Riding Club” equipped with large electric two-wheeled vehicle tracks
occupying more than 2,000 sq.m. to provide consumers the opportunity to try out
different models of electric two-wheeled vehicles; and

. seeking opportunities to expand our distribution network by acquiring well-established
businesses in the electric two-wheeled vehicle industry with existing distribution
networks.

Additionally, we plan to strengthen the synergy between our online platform and points of
sales in our distribution network to maximize consumer-shopping convenience. Going forward, we
plan to develop products to be exclusively marketed and sold through our online platform, in
particular, high-end lithium battery powered electric scooters marketed under the “Lightning” brand
of Lightning Motors. Making exclusive products and distinct branding for this sales channel will
allow us to make direct sales to end customers without competing directly with our distributors. We
plan to use 5% of the proceeds from the Global Offering for the development of online platform
including online sales promotions and marketing.

4. Expand our business and promote our brand internationally.

We plan to more actively expand our international sales by deepening penetration in our
existing international markets and entering new international markets which have high growth
potential, including markets in Southeast Asia, Europe and North America. We intend to replicate
our success in China in international markets and to implement our international expansion plan
gradually through a variety of efforts, including:

° pursuing select strategic alliances to expand our brand recognition and sales in emerging
international markets. In this regard, we have already entered into a strategic cooperation
agreement with Lightning Motors to research and develop products together and share
international customer bases and acquired approximately 11.1% of this company;

° continuing to improve our product development and customization capabilities,
cooperating with select domestic and foreign research and development institutions to
introduce new electric two-wheeled vehicle models meeting the requirements and
demand of consumers in international markets and thereby expand our international sales;
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° increasingly focusing resources, management and sales efforts on international markets,
providing more products tailored for our international customers and exploring business

opportunities for the international aftermarket; and

° leveraging our existing overseas resources to actively promote our Yadea brand to
strengthen brand-building by attending popular exhibitions and promoting our brand

through the internet and other new media.

Leveraging our broad range of quality product offerings, product development capabilities and
cost competitiveness, we believe that we are well positioned to expand sales of our products into
international markets. Meanwhile, we plan to continue to advance our technology by taking
advantage of knowledge and experience gained in international markets to produce high-end

products. We also plan to establish overseas production facilities in the future.

5. Continue to recruit, train and incentivize talented professionals.

We plan to continue to focus on recruiting, training and incentivizing talented personnel. We
have established various supervisory and audit mechanisms to monitor, evaluate and manage the
performance of our employees. We established our Share Option Scheme and plan to issue share
options under it to incentivize our employees. We intend to provide successful employees with
additional advancement opportunities. We also plan to provide more educational and training
programs for our management personnel and operational staff. Additionally, we opened an office in
Shanghai in 2015 to use as a platform for expanding our branding, research and development,
information technology and other relevant work. We believe these measures will help us attract,
train and retain talented employees for our business which, in turn, will support the overall high-end
branding strategy, products research and information technology, and therefore, solidify our market

leading position.

With respect to our acquisition plans discussed in the strategies above, we had not identified specific
acquisition targets as of the Latest Practicable Date. When considering a possible acquisition target in the
future, we plan to consider, among other things, the brand, distribution network, scale, positioning and
valuation of the potential target as well as the commercial benefits of the potential transaction to the
Group. When considering a potential production facility for purchase, we plan to consider, among other
things, the location, size and equipment of the potential production facility. We plan to use 13% of the

proceeds from the Global Offering for these mergers and acquisitions.

OUR PRODUCTS

Our main products include electric two-wheeled vehicles, which include electric scooters and
electric bicycles. We also sell batteries and chargers for our electric two-wheeled vehicles as well as
certain other electric two-wheeled vehicle parts. We previously produced certain electric specialty
vehicles, including golf and cleaning vehicles, and related parts, but discontinued production in the third

quarter of 2014 to focus exclusively on our core products.
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The table below sets forth the sales volumes of our electric two-wheeled vehicles during the Track
Record Period.

For the year ended December 31,

Description 2013 2014 2015

Electric scooters™ . .. ... ... ... .. .. ... 1,594,618 1,869,290 2,044,610
Electric bicycles . ......... ... ... ... 1,137,225 1,141,646 1,276,448
Total . . ...... ... .. ... .. ... ... .. ... 2,731,843 3,010,936 3,321,058

The table below sets forth the average selling prices of our electric two-wheeled vehicles during the
Track Record Period (excluding batteries and chargers).

For the year ended December 31,

Description 2013 2014 2015
(RMB) (RMB) (RMB)

Electric scooters™® ... ... ............. 1,635 1,736 1,704

Electric bicycles . ................... 1,102 1,231 1,140

The average prices of our electric scooters and bicycles increased from 2013 to 2014. However, the
average prices of our electric scooters and bicycles decreased in 2015 as compared to 2014, as we offered
discounts to our distributors for certain of our products as part of promotions to capture additional market
share and in response to market competition, as competitors were able to lower their prices due to the
decrease in the market prices of raw materials. In addition, we made downward adjustments to the
suggested retail prices of our products in 2015 in view of the declining trend in the market prices of
electric two-wheeled vehicles. We began to phase out the discounts since the fourth quarter of 2015. For
more information, see “Industry Overview — Price Trends of Electric Two-wheeled Vehicles in China”.

Major details of our electric scooters and electric bicycles are shown below:

Product Electric Scooters Electric Bicycles
Electric Motorcycles Electric Mopeds
Motor . ......... Maximum continuous <240W <240W
rated power >4KW
Speed .......... Maximum speed > <20km/h <20km/h
50km/h
Load capacity .... 150kg 75kg 75kg
Cruising range . ... 60-80km 50-80km 50km
Notes:

(1), (2) The revenue and sales volume of our international sales have been included in the revenue and sales volume of
electric scooters, as those sales represented a minor portion of our total sales during the Track Record Period and
we consider most of the products sold to international customers as high-end models. For the years ended December
31,2013, 2014 and 2015, revenue generated from our international sales accounted for 2.1%, 2.9% and 1.7% of our

total revenue, respectively.
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For avoidance of doubt, with respect to the regulatory classification of our products, electric mopeds
and electric bicycles are classified as “non-motorized vehicles” for purposes of the National Standards,
while electric motorcycles are generally classified as “motorized-vehicles”. For details of the regulatory
classifications please see section headed “Regulatory Overview — IV. Requirements Relating to the
Licensing of and Road Use by Electric Two-wheeled vehicles”. “Electric bicycles” as defined by the
National Standards refers to both electric bicycles and electric mopeds. For 2013, 2014 and 2015, our
revenue generated from sales of electric bicycles and electric mopeds contributed 99.4%, 98.6% and
99.0% of our total revenue from sales of electric two-wheeled vehicles, respectively, while the revenue
from the sales of electric motorcycles contributed 0.6%, 1.4% and 1.0% of the total revenue of our

electric two-wheeled vehicles for the same periods, respectively.

Electric Scooters

Our electric scooters are powered by electric motors and generally have more powerful motors,
more advanced batteries and more advanced designs than our electric bicycles. In particular, more
molded plastic is incorporated into the frames of our electric scooters. Our electric scooters generally
have greater power-use efficiency and provide better riding experiences than our electric bicycles and we
offer a wider range of options in electric scooters as compared to electric bicycles to match a wide-range
of consumer preferences. As of the Latest Practicable Date, we had 93 electric scooter models. The
suggested retail prices for the different models of our electric scooters ranged from RMB2,165 to
RMB3,920 as of December 31, 2015 (excluding batteries and chargers).

— 137 —



BUSINESS

We categorize our electric scooters into electric mopeds and electric motorcycles. Electric
two-wheeled vehicles are classified by us and under PRC law as electric motorcycles if either they are
capable of speeds over 50km/h or they have motor rated power over 4 kw. Compared with our electric
bicycles, our electric mopeds have more powerful motors and greater range and load capacity. Our
electric motorcycles have a similar exterior designs to that of electric mopeds, but have more powerful
motors and greater range and load capacity than mopeds. In addition, they have more robust braking
systems and better overall performance than mopeds. A special qualification is required for the
manufacture of electric motorcycles in the PRC and, according to Frost & Sullivan, we were the first

electric two-wheeled vehicle manufacturer in China to obtain this qualification.
For the years ended December 31, 2013, 2014 and 2015, revenue generated from our electric
scooters amounted to RMB2,607.0 million, RMB3,244 .4 million and RMB3,483.2 million, respectively,

representing 51.5%, 55.7% and 54.2% of our total revenue for those periods, respectively.

Electric Bicycles

Our electric bicycles are powered by electric motors. The appearance of electric bicycles is similar
to that of traditional bicycles, with few covering plastic parts, and most of the vehicle frame exposed. Our
electric bicycles can reach maximum speeds of 20 kilometers per hour when powered by the electric
motor. Most of our electric bicycle models use lead-acid batteries. Electric bicycles are more convenient
to ride than traditional bicycles as riders can rely on the electric motor for propulsion. They are less
expensive and use less power than electric scooters. As of the Latest Practicable Date, we had 76 electric
bicycle models. The suggested retail prices for the different models of our electric bicycles ranged from
RMB1,465 to RMB2,980 as of December 31, 2015 (excluding batteries and chargers).

For the years ended December 31, 2013, 2014 and 2015, our revenue generated from sales of electric

bicycles amounted to RMB1,253.5 million, RMB1,405.9 million and RMB1,455.4 million, respectively,

representing 24.8%, 24.1% and 22.6% of our total revenue for those periods, respectively.
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Batteries and Chargers

We sell batteries and chargers with our electric two-wheeled vehicles. We also sell batteries and
chargers to our distributors for resale in the provision of after sales services. We do not manufacture the
batteries or chargers, but purchase these products from suppliers.

For the years ended December 31, 2013, 2014 and 2015, revenue generated from our sales of
batteries and chargers amounted to RMB1,027.6 million, RMB1,109.6 million and RMB1,427.9 million,
respectively, representing 20.3%, 19.1% and 22.2% of our total revenue for those periods, respectively.

Electric Two-wheeled Vehicle Parts

We produce electric two-wheeled vehicle parts, which include electric motors, vehicle frames and
other components. We primarily use these parts in the production of our electric two-wheeled vehicles but
we also sell a certain portion of the components, such as plastic parts and lights, to our distributors who
resell them in their provision of after sales services.

For the years ended December 31, 2013, 2014 and 2015, our revenue generated from our external
sales of electric two-wheeled vehicle parts amounted to RMB95.8 million, RMB45.8 million and
RMB62.6 million, respectively, representing 1.9%, 0.8% and 1.0% of our total revenue for those periods,
respectively.

Electric Specialty Vehicles

We previously produced certain electric specialty vehicles, including golf carts and cleaning
vehicles. These three-wheeled and four-wheeled vehicles are powered by electric motors and able to
achieve maximum speeds of 35 kilometers per hour. They are designed for specific functions and certain
of the vehicles are able to carry loads of up to 1,200 kilograms. We discontinued production of these
vehicles in the third quarter of 2014 to focus exclusively on our primary products.

For the years ended December 31, 2013, 2014 and 2015, revenue generated from sales of our electric
specialty vehicles amounted to RMB75.3 million, RMB18.4 million and nil, respectively, representing
1.5%, 0.3% and nil of our total revenue for those periods, respectively.

RESEARCH AND DEVELOPMENT

We focus on research and development to enhance our capability for innovation and our market
competitiveness. In particular, we focus our research and development activities on the design of new
products and invest significant amounts in the research and development of new technology for core parts
and components. We are in the process of developing and enhancing advanced internet connected mobile
applications for our electric two-wheeled vehicles, including a remote motor start/stop system, location
tracking applications, an onboard problem detecting and reporting system, an integrated control bracelet
and theft-recovery applications, some of which have been incorporated into certain of our products. As of
the Latest Practicable Date, we held a total of 664 PRC patents, of which 15 were invention patents, 270
were use patents and 379 were design patents, and had 48 patent applications pending approval. Please
see “— Intellectual Property” in this section for further details regarding our patents. During the Track
Record Period and up to the Latest Practicable Date, we introduced a total of 3 new product series,
including more than 169 new product models.

— 139 —



BUSINESS

We have a strong research and development team. As of the Latest Practicable Date, we had 198
research and development personnel, approximately 70% of which had college or advanced degrees. Mr.
Jinlong Wang, who has over 19 years of professional experience in the electric two-wheeled vehicle
industry, leads our research and development team and is responsible for the operation of the research and
development center. Our President, Mr. Liu, oversees the general direction and strategic planning of our
research and development efforts. Our research and development team currently consists of:

(i) a product research and development center in Wuxi where 92 personnel were conducting
electric scooter research as of the Latest Practicable Date;

(i) a product research and development center in Tianjin where 78 personnel were conducting
electric bicycle research as of the Latest Practicable Date;

(iii) an electric equipment research and development center in Wuxi where 11 personnel were
conducting research for electronic products, including motor controllers, meters and chargers
as of the Latest Practicable Date; and

(iv) a technology development department in Dongguan where 17 personnel were focusing on
electric scooter research as of the Latest Practicable Date.

Our research and development center was named “Jiangsu Engineering Research Center for Electric
Vehicles” (VI#% & % B B TR IlT 0 58 #-0) in 2009 by the Jiangsu Province Science and Technology
Department (VL5 BHEF 17 BE) and the Jiangsu Province Department of Finance (VL% & B EUEE).

Our research and development department works closely with our sales and marketing department to
keep abreast of market trends, customer feedback and consumer preferences. Our sales and marketing
department makes recommendations as to the areas of research focus and proposes product development
plans to our research and development department based on its market research. It also provides input on
product parameters during the development process. Our sales and marketing department also provides
feedback, including sales and performance data, to our research and development department after the
products are launched, allowing the research and development department to address any identified
problems and make adjustments in a timely manner.

Our research and development team also works closely with our production department to achieve
seamless cooperation and timely production. Issues relating to the launch of new products or the
development of core components arising in the production process are reported to the research and
development department which makes adjustments to the design of the new products or the development
of the core components. For the years ended December 31, 2013, 2014 and 2015, we spent RMB&83.3
million, RMB133.8 million and RMB133.7 million, respectively, on research and development. Our total
research and development expenses during the Track Record Period amounted to RMB350.8 million. All
of our research and development expenses, including research costs and product development
expenditure, have been expensed into administrative expenses in our financial statements. As our product
development expenditure incurred during the Track Record Period did not meet the criteria set out in our
accounting policies for capitalization as development costs, they have been expensed in the period when
incurred in our financial statements. For more details of our accounting policy relating to research and
development costs, please see note 2.5 in section II of the accountants’ report in Appendix I to this
prospectus.
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Development Process for New Product Models

We have a well-established research and development team and management support system for our
independent research and development. We focus on collaboration between various internal departments
as well as cooperation with external partners, including educational institutions and research and design
companies, to develop and launch new products. Our new product development process normally

includes the following steps:

Overall Layout

Project Planning ——» Design

——»| Structure Design ——» | System Matching ——»

Prototype Vehicle Trial Production ———» Trial Production |——————————»| Mass Production

Project Planning

Our sales and marketing department provides market feedback and research data and crafts
proposals for the development of new products. Our research and development department reviews
the proposals and prepares illustrative drawings. The research and development department submits
proposals for final approval to our management.

Overall Layout Design

Once final approval is received from management, the research and development department

commences with the structural design process and makes virtual three-dimensional models.

Structure Design

Our research and development department undertakes engineering design for new products

and, once finalized, makes a prototype that is used for evaluation prior to production.

System Matching

Our research and development department matches the power system and appropriate

components to achieve the best possible user experience.

Prototype Vehicle Trial Production

The research and development department carries out trial production of prototype vehicles

and conducts performance, safety and reliability testing on the prototype.
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Trial Production

Once a prototype passes the testing phase with acceptable results, it is placed into production.
Typically, production is initially carried out in small batches. The production department is
responsible for confirming the production procedures and processes, and the research and
development department is responsible for final evaluation upon confirming all of the details
relating to product design. We also submit patent applications for newly designed models, where
applicable.

Mass Production

After obtaining the product certification and the inspection reports, and upon approval from
the Ministry of Industry and Information Technology for the new product to be added to the
Ministry’s product management catalogue, where applicable, we commence mass production of the
product.

During the Track Record Period, we launched more than 20 new models of electric
two-wheeled vehicles each year which were developed through our independent research and
development and collaboration with third parties.

Our Independent Development of Technologies

Our in-house research and development department is devoted to researching and developing
technologies for use in our electric two-wheeled vehicles. Our in-house team has developed innovative
features such as:

GT-R Power System

We developed the GT-R power system, which incorporates various technologies, including a
torque tracking control system, which manages torque output according to road and driving
conditions, a motor with high torque and efficiency, an Electric Brake System and continuous
battery recharging technology which increases available battery power by 17% and thus allows our
electric two-wheeled vehicles to travel longer distances. Motors with GT-R power systems are able
to achieve an overall rated efficiency of up to 85%, which is the highest in the entire industry in
China according to Frost & Sullivan. In addition, its peak torque is 15% higher than motors with
normal power systems. These enable our electric two-wheeled vehicles to achieve longer travel
distances with more compact batteries and better power use efficiency.

Electric Motors

We produce electric motors at our Cixi and Tianjin facilities. For the year ended December 31,
2015, we produced approximately 45% of our electric motors in-house. As the motors are key
components of our products, we have focused on researching and developing electric motors and
motor-related technologies for use in, and technologies that improve acceleration, efficiency and
range of, our products. Our electric motor technology development department has developed
patents for various electric motors and motor related products, including magnet type rotary motors,
hub type rotary motors and motor dust covers.

— 142 —



BUSINESS

One of our in-house developed electric motors is the rare earth permanent magnet motor. The

advantages of this electric motor include:

° High efficiency. Compared to competing motors on the market which have rated operating
efficiencies ranging from 83% to 85%, the rated operating efficiency of our rare earth

permanent magnet motor is more than 85%.

° Significant torque output. Peak torque can reach more than four times the rated torque

and, when in operation, it has more stable acceleration with less noise.

° Less efficiency loss under high torque use. The motor is able to achieve 80% efficiency

when operated at 160% of its rated torque capacity.

Electric two-wheeled vehicles powered by the motor are able to accelerate more quickly and
with more power and to travel longer distances. In addition to its superior power performance, the
motor also delivers energy-savings of up to 10%. We were the only company in the electric
two-wheeled vehicle industry to be awarded the Financial Subsidy for Promotion of
Energy-Efficient Motors (1= % i At 7 #% #E % 4 B & &), which we received for our development of
the motor from the National Development and Reform Commission (H#& A [ 1 2 [ 52 4% Jig Fl ok
# 7% H ) and the Ministry of Finance of the People’s Republic of China (" #& A R H 1 B B B,
The amount of financial subsidy we received was RMB14,660,000. For details of government grant,
please see section headed “Financial Information — Description of Selected Income Statement Line

Items”.
Centralized Control and Communication Technology

Our centralized control and communication technology was developed based upon the Local
Interconnect Network design requirements and it is used for connecting a variety of applications and
electrical system components. We were the first in the electric two-wheeled vehicle industry to
implement the centralized control and communication technology. This technology simplifies the
internal design of electric two-wheeled vehicles and the wiring, and thereby improves the
integration and safety of our electric two-wheeled vehicles. The centralized control and
communication technology transmits information from various sensors to the vehicle’s central
control system. We believe that the centralized control and communication system is foundational to

improving technology for the next generation of electric two-wheeled vehicles.
Electronic Anti-lock Braking System (“E-ABS”)

E-ABS is an electronic braking system which we developed independently. It is different from
ordinary mechanical braking systems in several respects. When a braking signal is received, the hub
motor applies the brake promptly. Increased braking pressure is automatically applied when the
vehicle is traveling at higher rates of speed. When powered off, the braking system recharges the
battery through the battery tube controller. E-ABS does not consume battery power, but actually

recharges the battery, extending the distance that may be traveled on a charge.
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DC-to-DC Converter with “Zero Voltage Output” Safety Circuit

We have independently developed a converter which incorporates a “zero voltage output”
safety circuit, making it safer than typical two-wheeled vehicle converters. Typical converters do
not have functionality to detect low current short circuits, which can lead to over-heating and even
fire. Our converter has the functionality to identify all types of short circuits by measuring the

voltage and, once a short circuit is detected, to shut down the converter, providing increased safety.
Cooperation in Development of Technologies

In addition to our in-house research and development efforts, we partner with outside parties to
develop technologies for our electric two-wheeled vehicles. Descriptions of certain of our efforts are set
forth below.

Strategic cooperation with China Mobile Group Jiangsu Company Limited, Wuxi Branch (“Wuxi
Mobile”) and Wuxi Tebbit Technology Co., Ltd (“Wuxi Tebbit”)

We engaged certain large state-owned enterprises such as Wuxi Mobile to develop the Internet of
Things, a control system for our electric two-wheeled vehicles which integrates various technologies,
including GPS satellite positioning and GPRS wireless communication. Through mobile network
platforms, our customers are able to remotely access information regarding their electric two-wheeled
vehicles, including to download the travel history and to check the location of the electric two-wheeled
vehicles. This reduces the risk of theft, provides useful information to the owner and also improves the

riding experience.

In August 2013, we entered into a one year technology development agreement with Wuxi Mobile
and Wuxi Tebbit. Pursuant to the agreement, Wuxi Mobile is responsible for establishing the platform,
overseeing the project and designing the data cards. Wuxi Tebbit, as the terminal supplier, is responsible
for providing the platform software, customer service and market support. We were required to purchase
a certain number of anti-theft control system sets from Wuxi Mobile in 2013 and to make monthly
payments for the use of the technology based on the actual number of orders. We are entitled to use any
intellectual property rights which are developed during the course of the cooperation. The agreement has

been renewed and is currently valid.

Strategic Cooperation with Beijing Datang Telecom Convergence Communications Technology Co.,

Ltd (“Datang”) (It R ABEREEEEMBRA &)

In March 2014, we entered into a strategic cooperation agreement with Datang to develop intelligent
electric two-wheeled vehicles. Pursuant to the agreement, we are responsible for setting up the research
and development center and Datang agreed to develop a second-generation of mobile internet
applications, terminal devices and vehicle control systems for our electric two-wheeled vehicles. Datang
has agreed to provide us discounts on the applications, devices and systems developed. All research
findings and intellectual property rights created during the cooperation will be jointly owned by us and
Datang. Our research and development relating to the management platform for the mobile internet
applications and terminal devices has been completed and has been incorporated into certain of our
products.
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Our second-generation of mobile internet applications are based upon technologies, including GPS
satellite positioning, GPRS wireless communication and radio frequency identification, and are
integrated with functions including smart meters, mobile applications, Bluetooth and background data
analysis, through which riders have access to functions such as view recording, navigation, phone and
music playing, which enhance the riding experience. The details of the above functions are set forth

below:

° Smart meters. The smart meter includes functions similar to those of traditional meters but has
a high definition touch screen, an integrated multimedia player, a map navigation application,

a weather forecast application and caller ID display.

. Mobile internet applications. The mobile applications have functions unique to the “Yadea”
brand. These functions include map navigation, vehicle data display, maintenance problem
identification and remote vehicle control.

° Bluetooth locking and alarm system. Through the use of Bluetooth technology, users are able
to unlock their electric two-wheeled vehicles with one touch by means of a remote controller.
In addition, the electric two-wheeled vehicles automatically lock after the user has left the

vehicle and an alarm is sounded if the vehicle is tampered with when locked.

o Background data analysis system. By means of data recording and monitoring systems in
certain of our electric two-wheeled vehicles, we are able to provide users with more accurate
and timely after sale services. The data collected by these systems is transmitted to us for

analysis which allows us to adjust vehicle designs to improve performance.
Collaborative Efforts in Design

In addition to our in-house design efforts, we have actively and extensively cooperated with certain
colleges, institutions and companies to establish long term strategic partnerships and to develop new

product models. During the Track Record Period, these collaborations included:
Collaboration with Jiangnan University

In May 2014, we entered into a technology development agreement with Jiangnan University (V1.7
KE) for the design of electric scooters mainly targeting female customers who are in their late 20’s.
Pursuant to the agreement, we provide design specifications for the design work to Jiangnan University.
We agreed to pay RMB200,000 for the design work. We are entitled to the intellectual property rights
from the collaboration except for the right of authorship. Jiangnan University is a national university
characterized by its expertise in manufacturing related education. It has numerous experts specialized in
industrial design and artistic design who have extensive design instruction experience. We believe that
our collaboration with Jiangnan University has enhanced the capacity of our design team and improved

our designs.
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Collaboration with Southwest University

In March 2015, we entered into a technology transfer agreement with Southwest University for the
self-adapting automatic speed shifting hub used with our AAT motors and we are entitled to use such
technology with our AAT motors. The high torque from the advanced motor enables our electric
two-wheeled vehicles advanced performance in climbing inclines when paired with the advanced
automatic shifting hubs. Pursuant to the agreement, Southwest University is responsible for offering
technology training and instruction to ensure that the intelligent gear shifting technology is properly
adapted into our electric two-wheeled vehicles. In exchange for the use of the patented technology, we are
obligated to pay a fee in a total amount of RMB12.0 million by installments and we also agreed to pay to
Southwest University an additional RMB10 for each unit sold that incorporates the hub. We have the right
to use any intellectual property rights developed by our group based on the self-adopting automatic speed
shifting hub, and we have a priority right to obtain exclusivity for the use of the new technological
findings developed by Southwest University related to the hub in the international markets. Pursuant to
the agreement, we are currently conducting research and development with Southwest University to
develop an ATT motor prototype that incorporates the hub.

Engagement of Certain Design Companies

We have engaged certain famous international companies, for example, Giovannoni Design SRL,
AMYV Design and Boxer Design and Manufacturing Ltd. (“Boxer”), to assist us in developing our next
generation of high-end electric two-wheeled vehicles to ensure our leading position in the industry and to

enhance the quality of our products and our brand image.

We have engaged the Giovannoni Design SRL (“Giovannoni”) in September 2014 to assist us with
the design of our products in respect of material selection, product appearance and function, through
which, we are striving to deliver to customers a comfortable and multi-functional driving experience. We
agreed to pay a total amount of EUR100,000 by installments for the design work. We have ownership and
use rights for any intellectual property relating to the design work selected and approved by us under the
engagement. Giovannoni is a well-known industrial design company established in Milan in 1989. It has

in-depth experience from cooperating with various well-known international brands.

In November 2014, we engaged AMYV Design, a famous industrial design company established in
1988 in Italy to assist us in industrial design, engineering design and model making to develop new model
designs for us. We agreed to pay EUR53,000 for the design and modeling work. We are entitled to the

ownership of all intellectual property relating to the design and modeling work.

We are cooperating with Boxer to optimize our products and enhance the functionality of our
products while focusing on the product design so that we can launch a new generation of electric
two-wheeled vehicles. We engaged Boxer in October 2014 to design a new two-wheeled electric bicycle
and we agreed to pay a total amount of RMB1.3 million for the design work. We are entitled to the
ownership of all intellectual property relating to the design work selected and approved by us under the
agreement. Boxer is a professional design company for motorcycles. It has partnered with certain world
leading motorcycle manufacturers on product design. It specializes in vehicle design and the design of
core components, such as electric motors, controllers, batteries, shock absorbers, cushions and vehicle

frames.
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We have also engaged top tier design companies, such as Shanghai Chuangcheng Industrial Design
Co., Ltd. (“Chuangcheng”), to conduct design work for our products. Chuangcheng is a top domestic
design company which specializes in vehicle design. It has a high level of innovation ability, technical
skill and particular expertise in branding, product strategy, user research, creative design, structural
engineering and promotion. We entered into an agreement in March 2015 with Chuangcheng with respect
to our strategic cooperation to design products for the U.S. market. Pursuant to the agreement, we agreed
to pay RMBS5 million for the design work and an additional RMB10 or RMBS for each unit sold that is
designed by Chuangcheng. We are entitled to the intellectual property rights from the engagement in

exchange for the design fees we agreed to pay Chuangcheng.

We believe that we have greatly enhanced our design capacity through our cooperation with these
design companies. For example, our electric scooter models “Panda”, “Wingman”, “X-Police”,
“Sky-rider”, “Diamond” and “X-Aurora” were developed during our cooperation with the design
companies and have had successful sales performances. These advanced products have allowed us to
obtain price premiums for our products and the higher profit margins have further improved our

bargaining position with distributors.

X-Police Wingman X-Aurora Diamond Panda

STRATEGIC COOPERATION WITH LIGHTNING MOTORS

We entered into a strategic cooperation agreement with Lightning Motors in June 2015, a U.S.
company specializing in researching and developing advanced electric two-wheeled vehicles, to expand
our international sales. Pursuant to the agreement, Lightning Motors agreed that we would be its
exclusive worldwide electric two-wheeled vehicle partner and granted us exclusivity to use its relevant
intellectual property rights (including but not limited to technology) for electric two-wheeled vehicles.
The agreement also discusses potential collaboration with Lightning Motors for new electric
two-wheeled vehicle products incorporating technologies from their research and development with the
ownership of any resulting intellectual property rights to be agreed in the future between the parties. In
addition, we acquired preferred shares equal to approximately 11.1% of the equity interests on an
as-converted basis in Lightning Motors, in December 2015. The consideration for the acquisition was
approximately USD1.3 million.
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SALES AND DISTRIBUTION NETWORK
Overview of Domestic Sales

We primarily sell our products through our distribution network in China, which as of December 31,
2015, consisted of 1,760 domestic distributors and covered each province and nearly every administrative
region of China. As advised by Frost & Sullivan, the distributorship model is commonly adopted in the
Industry. The map below illustrates the number of distributors we had by province in China as of
December 31, 2015.

Heilongjiang

Ningxia 11

eijing 6

Tianjin 1

Qinghai
1

Shanghai 4

Yunnan
48

Hong Kong
Macau

Our distributors in China are selected according to our internal standards. These distributors either
sell our products directly at points of sales or to sub-distributors who then sell the products at points of
sales. We believe that our use of distributors, which is typical for the industry, allows us to benefit from

their sales networks and strengthens our market penetration.

For the years ended December 31, 2013, 2014 and 2015, sales to our five largest distributors,
amounted to RMB328.8 million, RMB432.5 million and RMB492.8 million, respectively, representing
approximately 6.5%, 7.4% and 7.7% of our total sales in the respective periods. For the years ended
December 31, 2013, 2014 and 2015, sales to our single largest distributor amounted to RMB84.0 million,
RMB126.2 million and RMB135.5 million, respectively, representing approximately 1.7%, 2.2% and

2.1% of our total sales in the respective periods.
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To ensure the quality of our distributors, we monitor their activities and their distribution areas to
ensure compliance with our distribution agreements and standards and we conduct periodic evaluations
of each distributor’s performance. We grade and rank each distributor with respect to a diverse range of
distribution activities, such as purchase amounts, network and points of sales expansion, layout and

standardization of points of sales, financial strength, inventory aging and marketing activities.

We are primarily responsible for marketing efforts in relation to our brand. Our distributors are
responsible for providing after sale services to end customers. To maintain our brand image, we provide
trainings to our distributors regarding our brand promotion, our products and sales practices and our
distributors are required to follow our sales policies and forbidden from any activity that may damage our
reputation in any way.

We also provide rebates to our distributor customers to incentivize them to purchase our products.
We set the rebate amounts and the associated sales targets on a month-by-month, season-to-season or
annual basis depending on market conditions, particular electric two-wheeled vehicle models and other
factors. We take into account each distributor’s recent sales performance in determining the rebates. We
typically deduct rebate amounts from the purchase orders of the distributors in the period after the
distributor meets the sales targets. Our rebate given to our distributor is reflected in the distributor’s
subsequent purchases in the form of a discount, amounting to generally no more than 5% of the
distributor’s gross sales in the prior month when the sales targets were met, provided that all the discounts
are settled before the year end. As of December 31, 2013, 2014 and 2015, we had sales rebate payable
balances of RMB20.3 million, RMB19.7 million and RMB22.7 million, respectively.

We have maintained stable relationships with these distributors and have had between one and
twelve years of business relationships with them. None of these distributors were our suppliers during the
respective periods. None of our Directors, their respective associates or our Shareholders owning five per
cent or more of the total issued share capital of the Company had any interest in any of our five largest
distributors during the Track Record Period. To the best knowledge of our Directors, all of our
distributors were Independent Third Parties, and none of our distributors was wholly-owned or majority

controlled by our current or ex-employees during the Track Record Period.
Our Distribution and Sales Process

Our distribution and sales system primarily consists of the following stages:

J Sales to distributors. We produce and sell our products on a wholesale basis to authorized
distributors. We recognize sales revenue when the electric two-wheeled vehicles are picked up
by the distributors.

. Distributor and sub-distributor resales at points of sales. Our distributors resell our electric

two-wheeled vehicles to consumers at points of sales within their respective distribution areas

or to sub-distributors who resell within their respective distribution areas.
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The diagram below illustrates our management system for our sales and distribution network.

Our headquarters

v

Sales Management Departments
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Distributors

A 4

Sub-distributors
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End Customers

We strive to actively manage our distribution network. At the Group level, we have an area director
for each area who is responsible for the management of distribution in that area. At the provincial level,
we have provincial sales management departments which are managed by senior provincial managers
who are responsible for establishing sales management teams, administrating and supervising our
distribution network. At the regional level, each distribution region is covered by a senior sales manager
who is responsible for managing and supervising distributor points of sales and promotional activities in
that region. Our area directors, senior provincial managers and senior sales managers also make periodic
visits to distributor points of sales for inspections and assessments. We believe that our sales practices are
generally in line with the standard market practice in the industry. Since our distributors are only allowed
to sell our products in their respective sales areas, we believe that there is no material competition among
our distributors.

Network of Domestic Distributors

The table below sets forth the changes in the number of our domestic distributors during the Track
Record Period.

As of December 31,

Domestic distributors 2013 2014 2015

Number of distributors . . .............. 1,549 1,790 1,760

Net change, reflecting .. .............. 200 241 (30)
— Termination . ................... 55 106 350
— Addition . ..... ... ... 255 347 320

The termination of distributors were primarily due to: (1) certain of the distributors failing to make
the minimum monthly required purchases for three to four consecutive months and our terminating our
contracts with them as a result; (2) certain small distributors going out of business due to poor
management; (3) contracts with certain distributors not being renewed by us or the distributors; and (4)
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our terminating agreements with distributors who violated our distribution agreements or policies (such

as by modifying our products). For more details, please refer to “Business — Sales and Distribution

Network — Organization and Management of Our Distribution and Sales System — Termination and

Transfer Process” in this prospectus.

Organization and Management of Our Distribution and Sales System

Criteria for Selection of Distributors

We generally seek to engage distributors based on their business qualifications and marketing

capabilities, such as sales network coverage, network quality, industry experience, operating strategies,

reputation, number of personnel, financial condition and logistics and transport capabilities. We normally

enter into one-year standard distribution agreements with our distributors, and we reserve the right to

terminate distribution agreement if our distributors deviate from any key terms.

Distribution Agreements with our Distributors

We typically enter into one-year standard distribution agreements with our distributors and may

renew distribution agreements with them upon the expiration of these agreements. We do not enter into

agreements directly with sub-distributors. Our distributors and the sub-distributors are only allowed to

distribute within the designated distribution areas of the distributors.

Our distribution agreement with each of our distributors generally includes the following key terms:

Duration:

Payment:

Designated distribution area:

Minimum purchase requirement

and sales target:

The term is typically one year. Renewal is subject to
negotiation and the distributor meeting sales and performance
targets.

Full payment is normally required before pick-up of products
(although we offer credit terms to certain selected distributors
with good credit histories).

Distributors are normally given geographical exclusivity over
designated areas. Our distributors are not allowed to sell our
products outside of their designated areas.

We set a minimum purchase requirement and a sales target for
each of our distributors. If a distributor fails to reach its sales
target for two or three consecutive months, we may adjust its
sales targets or alter its designated distribution area and may
not supply further products to it until it has improved its
performance. If it continues to miss sales targets, we may
terminate the distribution agreement with the distributor and
seek a new distributor for the area.
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Management of sub-distributors: We are entitled to require our distributors to terminate their
sub-distribution agreements with their respective
sub-distributors upon the occurrence of any material breaches
by their respective sub-distributors.

End pricing: We provide our distributors with pricing guidelines for our
products and we normally allow minor deviations of
approximately RMB150 from our suggested prices, which are
generally within 10% of our suggested prices. (Distributors
are not allowed to deviate from the range permitted under our
pricing guidelines.)

Products: According to our agreements entered in to with our
distributors, they are restricted from distributing the products
of our competitors.

Return of products: No returns are allowed, including returns of unsold goods,
except due to material quality defects.

Delivery: We are responsible for arranging the delivery of our products.
The transportation costs are usually borne by the distributors.
However, we also pay freight for distributors as part of
promotions from time to time.

After sale services: Our distributors are responsible for after sale services.

Early termination right: We are entitled to terminate distribution agreements under
various scenarios, including where the distributor makes
alteration to our products without our prior approval, fails to
make the minimum monthly purchases for three to four
consecutive months, distributes another brand without our
prior approval and distributes beyond the designated areas.

During the Track Record Period, we maintained a seller-buyer rather than principal-agent
relationship with each of our distributors. Sales are recognized as revenue, and the titles to our products
and any legal risk are passed to them when they pick up the products at our warehouses.

According to the Distribution Agreements, we require our distributors to comply with all applicable

113

laws and regulations for their operations. Save as disclosed in “— Unauthorized Alterations of Our
Products by Distributors” in this section, we did not detect any material non-compliance by our

distributors with the terms of our distribution agreements during the Track Record Period.
Credit Policies

Our distributors are required to place orders at least six days in advance of pick-up. We normally
require our distributors to settle payment one to two days in advance of the scheduled pick-up and we
normally only release products to our distributors after receipt of payment, as we believe requiring
pre-payment encourages our distributors to distribute our products in a timely fashion and avoid
accumulation of excess inventory.

— 152 —



BUSINESS

In certain cases, we grant credit periods varying from 15 days to six months to distributors with
outstanding creditworthiness on a case-by-case basis. We believe that the extension of credit periods to
our distributors would provide liquidity and support them in developing business with us. The table below
sets forth details regarding our distributors who were offered credit periods during the Track Record
Period.

As of December 31,

2013 2014 2015
Number of distributors offered credit
periods . . ... ... . 155 453 1,203
Amount of credit used by the distributors
(RMB’000) .......... ... ... ... ... 122,338 176,391 422,150
% of total revenue. . .................. 2.4% 3.0% 6.6%

During the Track Record Period and up to the Latest Practicable Date, we were not aware of any

significant overdue payment in relation to the credit periods we granted to our distributors.
Competition

To avoid competition among our distributors, we generally grant geographical exclusivity to our
distributors over the designated areas in which they operate. The designated areas are defined under the
distribution agreements with our distributors with reference to the name of the province, city, county,
town or village. Meanwhile, based on the concentration of distributors and sales, in rare cases in large
urban areas with high population densities and concentrated demand for our products, the sales areas for
the distributors are defined by certain street grids. As the points of sales of different distributors with
designated sales area by street grids are separated by reasonable distances and market demand in such
area is huge, we believe designating sales area by street grids does not cause any material vicious
competition among the distributors. As of December 31, 2015, we had 83 distributors with sales areas

defined by street grids.

The designated areas are determined by our sales personnel and regional sales manager after
conducting onsite inspections and after considering and verifying the financial capacity, staffing, sales
experience, track record, and funding of the distributor in the designated area. We also take into account
factors such as the population, consumption levels and market demand in and area when determining the
boundaries. Our distributors are not allowed to sell our products outside their designated areas. It is
stipulated under our manual, such provisions shall also apply to the respective sub-distributors. Any
violations will result in penalties to our distributors, including warnings, rebate deductions, suspension
of sales and termination of distribution agreement. Through controlling the locations in which our
distributors and their sub-distributors may establish a point of sales, we are able to avoid cannibalization

and prevent competition among our distributors and their sub-distributors at the retail level.

— 153 —



BUSINESS

Termination and Transfer Process
In general, we have the right to terminate the distribution agreements with our distributors for
various reasons and our distribution agreements are generally renewable annually. The table below sets

forth a breakdown of the reasons for elimination of domestic distributors over the Track Record Period.

For the year ended December 31,

Reasons of Termination 2013 2014 2015

Failure to make minimum monthly required
purchases for three to four consecutive
months . . ... ... ... .. . . oL 52 88 223

Going out of business due to poor
management . . . .. ................. 1 9 62

Non-renewal by our Company or our
distributors . ......... ... . L. 2 7 61

Termination and violation of our distribution
agreements or policies (such as modifying
our products). . .. ... ... ...

p—
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Total . .. ....... ... ... ... ... .. .. ... 55

As the number of our distributors has grown significantly in recent years, to enhance our ability to
manage our distributors, we heightened our standards for retaining and renewing existing distributors
beginning in the second quarter of 2014 and terminated an increasing number of under-performing
distributors. As a reflection of that effort, the overall number of distributors terminated, and in particular,
the number of distributors terminated for failure to make minimum purchases for three to four

consecutive months, increased significantly in 2014 and 2015.

With respect to the points of sales of the terminated distributors, our sales personnel generally help
to search for replacement distributors that meet the criteria set forth in our internal distributor
management policies and coordinate the transfer of inventory from terminated distributors to existing
distributors or newly appointed distributors, as the case may be. After the former and the replacement
distributor confirm arrangements in relation to renovations of points of sales, prices of unsold products,
payment method and time, the hand-over process is completed. We do not accept return of inventory that
has been sold to our distributors upon termination of distributorship. During the Track Record Period, all

of the inventory held by terminated distributors was taken over by the relevant replacement distributors.
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Inventory Management

Our sales personnel monitor the inventory levels of our distributors mainly through onsite
inspections to ensure that there is no excess accumulation of inventory. We deem on-hand inventory level
of a distributor is excessive when it exceeds 1.8 times the average monthly sales of the distributor which
is calculated based on the average monthly sales during the past 12 months on a rolling basis. Our sales
managers conduct onsite inspections to monitor inventories at the points of sales of all our distributors at
least once every two weeks and submit written evaluation reports to our sales management team and our
regional director. Meanwhile, our regional directors and provincial sales managers conduct monthly
onsite inspections at points of sales of the distributors with sales in aggregate accounting for more than
30% of total sales in their respective areas or provinces and at the newly opened points of sales in the
relevant month. Furthermore, our regional directors and provincial sales managers are required to
conduct quarterly onsite inspections at no less than 90% of the points of sales in their respective areas,
and, in particular, conduct no less than three onsite inspections at all the newly opened points of sales in
the relevant quarter. Through the above mentioned inventory management measure, we are able to detect
excess accumulation of inventory by our distributors. If our inspection findings indicate any potential
excess accumulation of inventory by a distributor, we will suspend our sales to such distributor and
actively monitor its inventory level until such distributor restores a normal inventory level. During the
Track Record Period, we were not aware of any distributors who had excessive inventory but still placed
an order with us and therefore the suspension of sales to such distributors has not occurred. These
procedures, combined with our requirement for most distributors to pay us on a payment-before-delivery
and our “no return or exchange unless defective” policies, help ensure that our sales to distributors reflect
genuine market demand and mitigate the risk of inventory accumulation in the distribution channels.

In addition, we encourage distributors to have their inventory connected with our CRM system for
us to track their inventory online. As of December 31, 2015, we had 1,739 distributors registered with our
CRM system which was mainly used by these distributors for placing orders. However, only a limited
number of distributors had been set up to have their inventory managed through our CRM system, we
completed the upgrade of our online inventory tracking system to better manage our distributors
inventory levels in February 2016. We plan for substantially all of our distributors to have their inventory
connected with our system by the end of 2016. For details of our CRM system, see “— Information
Technology” in this section.

Management of Sub-distributors

As specified in our distribution agreement as well as our Distributors Management Manual, our
distributors are generally allowed to engage sub-distributors in their respective designated geographical
region with our prior approval. Our distributors are responsible for any breaches by their sub-distributors.
In addition, we may require our distributors to terminate their respective sub-distribution agreements and
we may also terminate our distribution agreements upon the occurrence of any material breaches by their
sub-distributors.

Since we have no direct contractual relationships with sub-distributors, our contractual agreements
with our distributors obligate them to manage their respective sub-distributors and ensure that such
sub-distributors operate in compliance with our sales policies. In addition, we arrange for our sales
managers to supervise sub-distributors’ daily management, evaluate their business performance and
impose penalties via the respective distributors for their non-compliance. We also conduct regular onsite
inspections, provide regular trainings to and hold regional conferences with them frequently. For details
of onsite inspection, please see “— Sales and Distribution Network — Management of Distributor Points
of Sales” in this section.
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Distributor Use of Personal and Family Member Bank Accounts to Settle Certain Payments

During the Track Record Period, certain of our distributors (the “Relevant Distributors”)
conducted their businesses as individually-owned businesses (“fflff# T.f§F ) together with certain of
their family members. Certain of them settled all or part of their payables to us through their personal
bank accounts or bank accounts owned by members of their family. Frost & Sullivan has advised that this
is a common industry practice in China. As advised by our PRC Legal Advisors, individually-owned
business can be operated by the individual or by his or her families. All the activities relating to the
individually-owned business conducted by the individual or by his or her family member are deemed as
the operations conducted by the individually-owned business. Therefore, as advised by our PRC Legal
Advisors, amounts settled through the personal bank accounts of the Relevant Distributors or the bank
accounts of members of the families of the Relevant Distributors are deemed under PRC law to have been
paid by such individually-owned business. Therefore, neither the Relevant Distributors nor their family
members have a right of recourse against us with respect to the amounts settled through such
arrangements. As advised by our PRC Legal Advisors, such settlement arrangements are deemed as the
joint operation activities of the family members under the individually-owned business which are allowed
by the relevant PRC laws and do not violate any relevant PRC laws or regulations. Therefore, our PRC
Legal Advisors are of the view that we will not be punished by government authorities or face any claims
or litigation from any person with respect to such settlement arrangements. Furthermore, we have
obtained written confirmations from more than 96% of the Relevant Distributors and their relevant family
members from 2012 to 2014 before we implemented new payment procedures in January 2015 (as
described in the next paragraph), in which they have each agreed to indemnify us against any damages
and losses that we may incur from such settlement arrangements, and further confirmed that (1) they
settled their purchases from us through their personal bank accounts or bank accounts owned by members
of their family; (2) the payment amounts as listed in their written confirmations correctly reflected their
purchases of our products; (3) there was no dispute arising from such payment arrangement between the
Relevant Distributor and us; and (4) all their sources of payments were legal and they were not involved
in any money laundering activities. As such, we believe there is no potential operational risk nor potential
liability with respect to this settlement arrangement. For the years ended December 31, 2013, 2014 and
2015, there were 975, 1,279 and 1,463 Relevant Distributors making settlement through their personal
bank accounts or the bank accounts owned by members of their family, respectively; and the aggregate
amount settled through Relevant Distributors’ personal bank accounts or bank accounts owned by
members of their family was RMB1,851.9 million, RMB2,947.2 million and RMB3,336.1 million,
respectively, representing approximately 33.6%, 50.6% and 51.9% of our revenue for those periods,
respectively.

To better manage payments from distributors, since January 2015, we have required: (1) the
distributors and their family members to not be involved in any money laundering or other illegal
activities; (2) the distributors and their family members to indemnify us against all damages and losses
that we may incur from such activities of the Relevant Distributors; and (3) the distributors wishing to
settle their payables to us through personal bank accounts or the bank accounts of family members to
provide a letter listing out details of the relevant bank accounts that they intend to use and agreeing that
any amount settled through such settlement accounts will be deemed to be a payment from the distributor
for purchases from us. Such distributors are required to give us 15 days prior written notice if they intend
to change any settlement accounts and the change of settlement accounts is only allowed with our written
approval.
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Management of Distributor Points of Sales

We manage distributor points of sales primarily in the following manner:

. Consultation before opening. We require distributors to consult with us prior to opening any
points of sales. We review a variety of factors, such as the proposed site, potential market
demand, presence of competitor stores and degree of local market penetration and provide
input on the planned location.

d Standardized design. We provide technical support to our distributors with regard to
establishment of their points of sales, including selection and design of the points of sales and
centralized sourcing of renovation materials. Distributors must follow our standardized
requirements with respect to design of each distributor points of sales and we are in the process
of implementing a strategy of perfecting the end sales experience by overhauling the points of
sales and product displays of our distributors according to innovative designs provided by top
design companies to enhance the shopping experience and portray a high-end brand image to

consumers.

. Exclusivity. According to our agreements with our distributors, the distributor points of sales
are not allowed to sell or display any competing third party’s products. The distributor selling
or displaying any competing third party’s products will receive a warning from us and may

further be disqualified as our distributor.

. Onsite inspections. We conduct onsite inspections of each of the points of sales of our
distributors and their respective sub-distributors to help ensure that our uniform operating
standards are properly implemented, that there is no excess accumulation of inventory and our
distributors and their respective sub-distributors are following our sales policies. Our sales
team, consisting of more than 240 personnel including regional directors, provincial managers
and other sales personnel, is responsible for the periodic onsite inspections. Our sales
personnel conduct onsite inspections at the points of sales of our distributors at least once
every two weeks and submit written evaluation reports to our sales management team and our
regional director on the results of such inspections. Our regional director and our provincial
sales manager conduct onsite inspections at the points of sales of our distributors once per

quarter and once per month, respectively.

. Unified management information system. We have implemented the CRM system for a portion

of our distributors allowing us to collect and analyze sales data from those distributors.
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Distributor Points of Sales Overhaul Campaign

We have developed a distributor points of sales overhaul campaign which we have set up in line with
global retail industry trends towards the provision of customized services, a focus on the customer
experience and on store displays and brand presentation. The overhaul campaign involves approximately
9,000 existing distributor points of sales. As of December 31, 2015, we had completed upgrading
approximately 4,700 points of sale and expect to complete upgrades by the end of 2017. Our expected
remaining expenditure for the distributor points of sales overhaul campaign is RMB110 million and
RMB110 million for 2016 and 2017, respectively. We plan to fund our overhaul campaign principally
from approximately 16% of the proceeds from the Global Offering and cash generated from our operating
activities. We believe that our current distributor points of sales overhaul campaign makes us a pioneer in
the electric two-wheeled vehicle industry in terms of our focus on improving the customer experience and

the establishment of our brand as a high-end brand.

As part of our overhaul campaign, to ensure consistency of the style and brand presentation at our
points of sales, we centrally procured furniture and other materials for our distributors and provided the
furniture and materials to the distributors without charge. In return, the distributors in the campaign
entered into agreements with us generally with terms of three years, under which they agreed, among
other things, to achieve certain sales targets and to continue to maintain our required style and brand
presentation in their points of sales by keeping in place the decoration materials supplied in the campaign
during the term of the agreement. During the Track Record Period and up to the Latest Practicable Date,
we purchased RMB165.4 million in decoration materials for our distributor points of sales overhaul
campaign. See “Financial Information — Certain Balance Sheet Items — Prepayments, Deposits and

Other Receivables” in this prospectus.

Our distributor points of sales overhaul campaign was established in cooperation with Beijing Five
Union, a fashion brand consultancy firm which was established in 1998 and focuses on operational
management research, with particular emphasis on consistent brand promotion and long-term brand
planning. Beijing Five Union assists with determining the desired brand image, management objectives

for the brand and marketing methods.

We plan to achieve the following strategic goals with distributor points of sales overhaul campaign

in the coming three to five years:

1. Assisting distributors to complete renovations of points of sales to enhance our brand image

and competitive edge.

2. Optimizing product structure and increasing the core competitiveness of our brand.

3.  Enhancing the value of high-end products and improving the brand premium.

4.  Improving the overall integrated value and increasing our profitability.
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Our distributor points of sales overhaul campaign includes the following specific steps:

o Improving window and product displays to enhance brand image and increase the number of

visitors. A photo of an improved display is set forth below.
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° Setting up riding paths in points of sales to enhance the consumer experience by allowing
consumers to test drive our products and to attract more consumers to points of sales as well as

to display a wider range of our products. A photo of a riding path is set forth below.

b i
—

o Reducing product display density at points of sales by reducing the number of identical models
on display, improving product layouts and highlighting our core products through better
display arrangements, with a particular focus on color settings. This involves shifting from a
storage-oriented product display, where a wide variety of models are featured on showroom
floors, to a boutique display format where a limited number of models are displayed with great

attention to aesthetics. Photos of improved displays are set forth below.
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° To improve the decor and general design of distributor points of sales, including by a clearer
delineation of functional areas, such as model displays, accessory displays, test driving areas,

after-sales maintenance and seating and waiting areas. Photos of seating and waiting areas are

set forth below.

o Promoting the riding culture and enhancing the shopping experience, including by increasing
sales of accessory products, such as helmets, clothing and protective gear. A photo of this type
of product display is set forth below.

We have completed the implementation of our distributor points of sales improvement campaign at
certain points of sales. Benefiting from the enhancement of the customer experience and the better brand
presentation, we believe that these points of sales will experience increases in both the number of visitors
and sales.
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Online Platforms

We established an online platform “Yadeamall” in July 2014. We promote our products and collect
customer feedback to support the sales efforts of our distributors through Yadeamall. Yadeamall is an
online showcase platform for our products and it currently does not involve any online sales or payment
acceptance. Customers may place orders through Yadeamall and then pay for and pick up our products at
the points of sales of our distributors. Currently, we have eight distributors, each in different cities, who
have joined Yadeamall and are accepting orders through it online, most of which are the largest local
distributors in their respective areas. The prices of the products presented online by each distributor are
the same as the prices of the products sold in the point of sales of such distributor. Considering that we
have uniform suggested retail prices for our products (whether they are ordered online or purchased
offline) and that customers place online orders only from their respective local distributors and pick up
the products at the points of sales of such local distributors, we believe that our online platform does not
cause any material competition among distributors within a region. In addition, along with the increasing
number of distributors joining Yadeamall, we believe our online platform supplements our traditional
distribution network and will boost overall sales of our products in future. As advised by our PRC Legal
Advisors, we do not need to obtain any PRC permits or authorizations to offer this showcase platform to
customers and allow them to place orders freely through the platform for pick-up at our distributors,
except the ICP record (which we have already obtained).

In the future, we plan to produc