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The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the registration
statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell nor does it seek an
offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

Subject to Completion. Dated ,2022

American Depositary Shares

NANO

Nano Labs Ltd
Representing Class A Ordinary Shares

This is an initial public offering of American depositary shares, or ADSs, representing Class A ordinary shares, par value US$0.0001 per share, or Class A ordinary shares, of Nano Labs Ltd.
We are offering ADS:s representing Class A ordinary shares to be sold in this offering. Each ADS represents of our Class A ordinary share(s).

Prior to this offering, there has been no public market for the ADSs or our shares. It is currently estimated that the initial public offering price per ADS will be between US$ and US$ . We intend to apply
to list the ADSs on the Nasdaq Global Market under the symbol “NA.”

We are an “emerging growth company” as defined under applicable U.S. securities laws and are eligible for reduced public company reporting requirements.

Immediately prior to the completion of this offering, our issued and outstanding share capital will consist of Class A ordinary shares and Class B ordinary shares. Holders of Class A ordinary shares and Class B
ordinary shares have the same rights except for voting and conversion rights. Each Class A ordinary share will be entitled to one vote, and each Class B ordinary share shall be entitled to 15 votes on all matters subject
to a vote at general meetings of our company. Each Class B ordinary share shall be convertible into Class A ordinary share at any time at the option of the holder thereof. Class A ordinary shares shall not be convertible
into Class B ordinary shares under any circumstances.

Additionally, upon the completion of this offering, we will be a “controlled company” as defined under corporate governance rules of Nasdaq Stock Market, because Mr. Jianping Kong will beneficially own %
of our then-issued and outstanding Class B ordinary shares and will be able to exercise % of the total voting power of our issued and outstanding ordinary shares immediately after the consummation of this offering,
assuming the underwriters do not exercise its option to purchase additional ADSs. For further information, see “Principal Shareholders.”

We are exposed to legal and operational risks associated with our operations in China. The PRC government has significant authority to exert influence on the ability of a company with operations in China,
including us, to conduct its business. Changes in China’s economic, political or social conditions or government policies could materially and adversely affect our business and results of operations. For example, we
face risks associated with regulatory approvals of offshore offerings, anti-monopoly regulatory actions, oversight on cybersecurity and data privacy, as well as the lack of PCAOB inspection on our auditors. Our U.S.-
based auditor, MaloneBailey, LLP, is not among the PCAOB-registered public accounting firms headquartered in China and Hong Kong that are subject to PCAOB’s determination issued on December 16, 2021 of
having been unable to inspect or investigate completely. However, we could still face the risk of delisting and cease of trading of our securities from a stock exchange or an over-the-counter market in the United States
under the Holding Foreign Companies Accountable Act and the securities regulations promulgated thereunder if the PCAOB determines in the future that it is unable to completely inspect or investigate our auditor
which has a presence in China. These China-related risks could result in a material change in our operations and/or the value of our securities, or could significantly limit or completely hinder our ability to offer or
continue to offer securities to investors and cause the value of such securities to significantly decline or become worthless. In particular, recent policy statements and regulatory actions by the PRC government, such as
those related to the cryptocurrency mining business, may adversely impact our ability to conduct our business, accept foreign investments, or list on a U.S. or other foreign stock exchange, which may cause the ADSs to
be prohibited from trading or to be delisted from the Nasdaq Global Market or any other U.S. stock exchange. See “Risk Factors—Risks Relating to Doing Business in China.”

In particular, the PRC government has significant oversight and discretion over the conduct of our business and may intervene with or influence our operations as the government deems appropriate to further
regulatory, political and societal goals. The PRC government has recently published new policies that significantly affected certain industries, including the cryptocurrency industry, which may severely restrict our
ability to expand our business or serve our customers in China. We cannot assure you that government authorities in China will not introduce further enhanced regulation over the cryptocurrency industry that may lead
to our inability to operate in China at all. Furthermore, the PRC government has recently indicated an intent to exert more oversight and control over overseas securities offerings and other capital markets activities and
foreign investment in China-based companies like us. Any such action, once taken by the PRC government, could significantly limit or completely hinder our ability to offer or continue to offer securities to investors
and cause the value of such securities to significantly decline or in extreme cases, become worthless.

Investors in the ADSs are not purchasing equity securities of our subsidiaries that have substantive business operations in China but instead are purchasing equity securities of a Cayman Islands holding company.
Nano Labs Ltd is a holding company with no material operations of its own. We conduct our operations primarily through our subsidiaries in China and one of our subsidiaries in Hong Kong. Such structure involves
unique risks to investors in the ADSs. Investors may never directly hold equity interests in our PRC subsidiaries with substantive operations. We also cannot assure you that the Chinese regulatory authorities will not
disallow such a structure. If the Chinese regulatory authorities disallow the structure, it would likely result in a material change in our operations and cause the value of the ADSs to significantly decline or become
worthless. See “Risk Factors—Risks Relating to Our Corporate Structure and Governance.”

Neither we nor any of our subsidiaries has obtained the approval or clearance from either the China Securities Regulatory Commission or the Cyberspace Administration of China for this offering, and we do not
intend to obtain the approval or clearance from any of such or other regulators in China in connection with this offering. We cannot assure you, however, that regulators in China will not subsequently require us to
undergo the approval or clearance procedures and subject us to penalties for non-compliance. See “Risk Factors—Risks Relating to Conducting Business in China—Recent regulatory developments in China may
subject us to additional regulatory review or otherwise restrict or completely hinder our ability to offer securities and raise capitals overseas, all of which could materially and adversely affect our business and cause the
value of the ADSs to significantly decline or become worthless.” and “—Risks Relating to the ADSs and this Offering—The approval of or clearance by the CSRC, the CAC and other compliance procedures may be
required in connection with this offering, and, if required, we cannot predict whether we will be able to obtain such approval or clearance.”

The structure of cash flows within our organization, and the applicable regulations, are as follows. After foreign investors” funds enter Nano Labs Ltd, our holding company, at the close of this offering, subject to
the cash demand of our PRC and Hong Kong subsidiaries, the funds can be transferred to our wholly owned Cayman subsidiaries, then to our wholly owned BVI subsidiaries, then to our Hong Kong subsidiaries, which
will further distribute the funds to our PRC subsidiaries. If we intend to distribute dividends, PRC subsidiaries will transfer the dividends to our Hong Kong subsidiaries in accordance with the laws and regulations of
the PRC, and then our Hong Kong subsidiaries will transfer the dividends all the way up to Nano Labs Ltd, and the dividends will be distributed from Nano Labs Ltd to all shareholders respectively in proportion to the
shares they hold, regardless of whether the shareholders are U.S. investors or investors in other countries or regions. The cross-border transfer of funds within our corporate group under our direct holding structure must
be legal and compliant with relevant laws and regulations of China. In utilizing the proceeds from this offering, as an offshore holding company, we are permitted under PRC laws and regulations to provide funding to
our PRC subsidiaries only through loans or capital contributions and to our affiliated entities only through loans, subject to applicable government reporting, registration and approvals. See “Use of Proceeds” and “Risk
Factor—Risks Relating to Conducting Business in China—PRC regulation of loans to and direct investment in PRC entities by offshore holding companies and governmental control of currency conversion may delay
or prevent us from using the proceeds of this offering to make loans or additional capital contributions to our PRC subsidiaries and affiliated entities.” In 2020 and 2021, we transferred cash proceeds of nil and US$21.1
million to our PRC subsidiaries for the settlement of intercompany transactions and as paid-in capital for our PRC subsidiaries, and none of our PRC subsidiaries has issued any dividends or distributions to respective
holding companies or any investors as of the date of this prospectus. We do not have any present plan to pay any cash dividends on our ordinary shares in the foreseeable future after this offering. We have, from time to
time, transferred cash between our PRC subsidiaries to fund their operations, and we do not anticipate any difficulties or limitations on our ability to transfer cash between such subsidiaries. As of the date of this
prospectus, no cash generated from our PRC subsidiaries has been used to fund operations of any of our non-PRC subsidiaries. We may encounter difficulties in our ability to transfer cash between PRC subsidiaries and
non-PRC subsidiaries largely due to various PRC laws and regulations imposed on foreign exchange. However, as long as we are compliant with the procedures for approvals from foreign exchange authorities and
banks in China, the relevant laws and regulations in China do not impose limitations on the amount of funds that we can transfer out of China. We currently do not have any cash management policy that dictate the
transfer of cash between our subsidiaries. See “Regulation—PRC Laws and Regulations relating to Foreign Exchange” for details of such procedures.

See “Risk Factors” on page 17 to read about factors you should consider before buying the ADSs.

Neither the United States Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these securities or passed upon the accuracy or adequacy of this
prospectus. Any representation to the contrary is a criminal offense.

Per ADS Total
Initial public offering price Uss Uss$
Underwriting discounts and commissions(1) Uss$ Uss$
Proceeds, before expenses, to us Uss$ US$
(1) See “Underwriting” for additional information regarding underwriting compensation.
To the extent that the underwriters sell more than ADSs in this offering, the underwriters have an option to purchase up to an additional ADSs from us at the initial public offering price

less the underwriting discounts and commissions.

The underwriters expect to deliver the ADSs against payment in U.S. dollars in New York, New York on or about ,2022.

AMTD Maxim Group LLC Tiger Brokers

Prospectus dated ,2022
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Until , 2022 (the 25th day after the date of this prospectus), all dealers that buy, sell or trade ADSs, whether or not participating in

this offering, may be required to deliver a prospectus. This is in addition to the dealers’ obligation to deliver a prospectus when acting as
underwriters and with respect to their unsold allotments or subscriptions.

You should rely only on the information contained in this prospectus or in any related free writing prospectus that we have filed with the U.S.
Securities and Exchange Commission, or the SEC. We have not authorized anyone to provide you with information different from that contained in this
prospectus or in any related free-writing prospectus. We take no responsibility for, and can provide no assurance as to the reliability of, any other
information that others may give you. We are offering to sell, and seeking offers to buy the ADSs offered hereby, but only under circumstances and in
jurisdictions where offers and sales are permitted and lawful to do so. The information contained in this prospectus is current only as of its date,
regardless of the time of delivery of this prospectus or of any sale of the ADSs.

Neither we nor the underwriters have done anything that would permit this offering or possession or distribution of this prospectus or any filed
free writing prospectus in any jurisdiction where other action for that purpose is required, other than in the United States. Persons outside the United
States who come into possession of this prospectus or any filed free writing prospectus must inform themselves about, and observe any restrictions
relating to, the offering of the ADSs and the distribution of this prospectus or any filed free writing prospectus outside the United States.

i



Table of Contents

PROSPECTUS SUMMARY

This summary highlights information contained in greater detail elsewhere in this prospectus and does not contain all of the information that
you should consider in making your investment decision. Before investing in the ADSs, you should carefully read this entire prospectus, including
our consolidated financial statements and the related notes included in this prospectus and the information set forth under the headings “Risk
Factors” and “Management s Discussion and Analysis of Financial Condition and Results of Operations.” This prospectus contains information
from an industry report commissioned by us and prepared by Frost & Sullivan, an independent research firm, to provide information regarding our
industry and our market position in China. We refer to this report as the F&S report.

Our Mission

Our mission is to provide ubiquitous computing power to the Metaverse computing network with our fabless logic-memory integrated
circuits.

Overview

We are a leading fabless integrated circuit, or IC, design company and product solution provider in China. We are committed to the
development of high throughput computing, or HTC, chips, high performance computing, or HPC, chips, distributed computing and storage
solutions, smart network interface cards, or NICs, vision computing chips and distributed rendering. We have built a comprehensive flow
processing unit, or FPU, architecture which offers solution that integrates the features of both HTC and HPC. Moreover, our Cuckoo series are one
of the first near-memory HTC chips available in the market with a maximum bandwidth of approximately 2.27 Tbps, as well as one of the first
movers of ASIC-based Grin mining market, according to the F&S report. In June 2021, we established IPOLLO PTE. LTD., our indirect wholly-
owned subsidiary in Singapore, to facilitate our business expansion in the overseas IC markets.

The fabless model of semiconductor production has become increasingly popular as it allows companies to focus on IC design and avoid
significant resource investments by sharing the existing manufacturing facilities of a third party. The market size of the global fabless IC design
market, in terms of the sales revenue, increased from US$101.5 billion in 2017 to US$169.0 billion in 2021 at a CAGR of 13.6%, according to the
F&S report. Due to the emergence of cutting-edge technologies, such as artificial intelligence, Internet-of-things and blockchain, the market size of
the global fabless IC design market is expected to reach US$343.3 billion in 2026 at a CAGR of 15.2% between 2021 and 2026, according to the
same source. Moreover, China has taken a large share of the global fabless IC design market in recent years and experienced a steady growth in
revenue due to the development of design and manufacturing technology and government support. According to the F&S report, the market size of
China’s fabless IC design market, in terms of the sales revenue of ICs, increased from RMB72.6 billion in 2017 to RMB181.3 billion in 2021 ata
CAGR 0f 25.7% and is expected to reach RMB468.6 billion in 2026 at a CAGR of 20.9% between 2021 and 2026, according to the same source.

We have developed significant advantages in our business and technological capabilities, including the following:

*  We released our first generation of the Cuckoo series, Cuckoo 1.0, in the second quarter of 2020, which is one of the first near-memory HTC
chips available in the market with a maximum bandwidth of approximately 2.27 Tbps, as well as one of the first movers in the ASIC-based
Grin mining market, according to the F&S report.

*  We completed the tape-out for Cuckoo 2.0 and launched the product in the fourth quarter of 2021. We are in the design process of Cuckoo 3.0,
which is expected to be completed in 2023.
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*  We have completed the design of Darkbird 1.0 and have begun the delivery of Darkbird 1.0 in the first quarter of 2022. We are in the process
of designing Darkbird 2.0.

*  Our proprietary HPC chips, Darkbird, embedded in our Bitcoin mining machine, iPollo, can achieve high computing power with reduced size
and increased power efficiency.

* In the fourth quarter of 2021, we launched our Darksteel series, which can be applied to both industrial and commercial sectors by offering
distributed computing and data storage solutions.

*  We have successfully designed our 40nm, 22nm and n+1 ASIC chips and our 38nm memory chip.
* Asof December 31, 2021, we had registered six software copyrights, four IC layout-design rights and five patents in China, and applied for

registration of 24 patents in China.

In the four months ended April 30, 2022, we recorded a revenue of RMB175.6 million (US$27.5 million) and received total prepayments of
RMB833.2 million (US$130.7 million) for pre-sale of our products. Such financial information is prepared by our management and is the
responsibility of our management. Our independent registered public accounting firm, MaloneBailey, LLP, has not performed any audit or review
of such financial information in accordance with any generally accepted auditing or review standards, or performed any other procedures with
respect to such financial information.

Competitive Strengths
We believe that the following strengths contribute to our success and differentiate us from our competitors:
*  We are a leading fabless integrated circuit design company and product solution provider in China.
*  We can achieve a fast time-to-market with our FPU Architecture.
*  We have strong supply chain management capabilities.
*  We can capture the market growth of Metaverse and its application scenarios.

*  We have a visionary management team and talented research and development team.

Growth Strategies
We intend to grow our business using the following key strategies:
*  Enhance our research and development capabilities.
»  Strengthen and expand the application of our chip products and solutions.
* Selectively pursue international expansion.
*  Enhance our supply chain management.

e Attract, cultivate and retain a talented and professional workforce.

Risks and Challenges

Investing in the ADSs entails a significant level of risk. Before investing in the ADSs, you should carefully consider the risks and
uncertainties summarized below, the risks described under the “Risk Factors” section beginning on page 17 of, including the risks described under
the subsections headed “—Risks Relating to Our Business,” “—Risks Relating to Our Operations,” “—Risks Relating to Our Industry,” “—Risks
Relating to Conducting Business in China,” “—Risks Relating to Our Corporate Structure and Governance,” and “—Risks Relating to the ADSs
and This Offering,” and the other information contained in this prospectus before you decide whether to purchase the ADSs.

Investors in the ADSs are not purchasing equity securities of our subsidiaries that have substantive business operations in China but instead
are purchasing equity securities of a Cayman Islands holding company. Nano Labs Ltd is a holding company with no material operations of its
own. We conduct our operations primarily through our subsidiaries in China and one of our subsidiaries in Hong Kong. Such structure involves
unique risks
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to investors in the ADSs. Investors may never directly hold equity interests in our PRC subsidiaries with substantive operations. See “Risk Factors
—Risks Relating to Our Corporate Structure and Governance—Investors in our ADSs are not purchasing equity securities of our subsidiaries that
have substantive business operations in China but instead are purchasing equity securities of a Cayman Islands holding company.”

We are exposed to legal and operational risks associated with our operations in China. The PRC government has significant authority to exert
influence on the ability of a company with operations in China, including us, to conduct its business. Changes in China’s economic, political or
social conditions or government policies could materially and adversely affect our business and results of operations. For example, we face risks
associated with regulatory approvals of offshore offerings, anti-monopoly regulatory actions, oversight on cybersecurity and data privacy, as well
as the lack of PCAOB inspection on our auditors. These China-related risks could result in a material change in our operations and/or the value of
our securities, or could significantly limit or completely hinder our ability to offer or continue to offer securities to investors and cause the value of
such securities to significantly decline or become worthless. In particular, recent policy statements and regulatory actions by the PRC government,
such as those related to the cryptocurrency mining business, may adversely impact our ability to conduct our business, accept foreign investments,
or list on a U.S. or other foreign stock exchange, which may cause the ADSs to be prohibited from trading or to be delisted from the Nasdaq Global
Market or any other U.S. stock exchange. Additionally, the PRC government has significant oversight and discretion over the conduct of our
business and may intervene with or influence our operations as the government deems appropriate to further regulatory, political and societal goals.
The PRC government has recently published new policies that significantly affected certain industries, including the cryptocurrency industry,
which may severely restrict our ability to expand our business or serve our customers in China. We cannot assure you that government authorities
in China will not introduce further enhanced regulation over the cryptocurrency industry that may lead to our inability to operate in China at all.
Furthermore, the PRC government has recently indicated an intent to exert more oversight and control over overseas securities offerings and other
capital markets activities and foreign investment in China-based companies like us. Any such action, once taken by the PRC government, could
significantly limit or completely hinder our ability to offer or continue to offer securities to investors and cause the value of such securities to
significantly decline or in extreme cases, become worthless.

Our financial statements contained in this registration statement on Form F-1, of which the prospectus forms a part, have been audited by
MaloneBailey, LLP, an independent registered public accounting firm that is headquartered in the United States with offices in Beijing and
Shenzhen, China. MaloneBailey, LLP has been inspected by the PCAOB on a regular basis and is not among the PCAOB-registered public
accounting firms headquartered in China and Hong Kong that are subject to PCAOB’s determination issued on December 16, 2021 of having been
unable to inspect or investigate completely. However, as the PRC Securities Law requires approval from relevant PRC authorities for inspection of
any audit working papers in China by foreign authorities, the audit working papers of our financial statements may not be inspected by the
PCAOB, since the audit work was carried out by MaloneBailey, LLP with the collaboration of their China-based offices and the PCAOB has not
obtained such requisite approval. We could still face the risk of delisting and cease of trading of our securities from a stock exchange or an over-
the-counter market in the United States under the Holding Foreign Companies Accountable Act and the securities regulations promulgated
thereunder if the PCAOB determines in the future that it is unable to completely inspect or investigate our auditor which has a presence in China.
The trading of the ADSs may be prohibited and the ADSs may be delisted from the Nasdaq Global Market or any other U.S. stock exchange under
the Holding Foreign Companies Accountable Act if the PCAOB is unable to inspect auditors with presence in China. Additionally, on June 22,
2021, the U.S. Senate passed a bill which, if passed by the U.S. House of Representatives and signed into law, would reduce the number of
consecutive non-inspection years required for triggering the prohibitions under the Holding Foreign Companies Accountable Act from three years
to two years. The prohibition of trading of the ADSs and the delisting of the ADSs, or the threat of their being prohibited or delisted, may
materially and adversely affect the value of your
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investment. You should pay special attention to the subsection headed “Risks Relating to Conducting Business in China” below.

In particular, we face risks and challenges in the following aspects, including:

Risks Relating to Our Business
*  Uncertainties in our research and development activities.
*  Volatility of the cryptocurrency market.
*  Market conditions for HTC and HPC solutions market.
»  Constant technological changes in the industries we operate in.
» Significant revenue contribution from our cryptocurrency mining machines.

*  Our reliance on limited suppliers.

Risks Relating to Our Operations
*  Our ability to achieve or sustain profitability.
*  Our ability to forecast our business and assess the seasonality and volatility in our business.
*  Ongoing global coronavirus COVID-19 outbreak.
*  Our ability to obtain significant financial resources.
*  Our ability to price our products at our desired margins.
»  Credit risks and concentration of credit risks in relation to defaults from counterparties.
*  Our ability to manage our growth or execute our strategies effectively.

* High customer concentration.

Risks Relating to Our Industry
* Adverse changes in the regulatory environment in China.
*  Adverse changes of regulatory environment in foreign markets.
* Increasing mining difficulty, which could result in downward pressure on the expected economic returns.

»  Concert actions, which could prevent new transactions from gaining confirmations, halt payments between users, and reverse previously
completed transactions.

* Challenges against decentralized nature of cryptocurrencies.

*  Change of algorithm and mining mechanism.

Risks Relating to Conducting Business in China
*  Recent regulatory developments in China, which may subject us to additional regulatory review.
» Significant influence of PRC government over companies with China-based operations.
*  Possibility of delisting if the PCAOB is unable to inspect auditors with presence in China.

* Changes in the political and economic policies of the PRC government.
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*  Uncertainties regarding the interpretation and enforcement of PRC laws, rules and regulations.
* A severe or prolonged downturn in China’s economy.

* Increased labor costs and enforcement of stricter labor laws and regulations in China.

Risks Relating to Our Corporate Structure and Governance

+ Investors in the ADSs not purchasing equity securities of our subsidiaries that have substantive business operations in China but instead
equity securities of a Cayman Islands holding company.

+ Custodians or authorized users of our controlling non-tangible assets, including chops and seals, failing to fulfill their responsibilities.
* Anti-takeover provisions in our amended and restated memorandum and articles of association.

*  Dual-class structure of our ordinary shares which could affect the trading market for the ADSs.

*  Less protection to shareholders due to our home country practices for corporate governance matters.

»  Certain judgments obtained against us by our shareholders may not be enforceable.

* Reduced reporting requirements due to our emerging growth company status.

*  Our exemption from certain provisions applicable to U.S. domestic public companies due to our foreign private issuer status

Risks Relating to the ADSs and this Offering
*  Our ability to comply with the CSRC, the CAC and other compliance procedures.
* No active trading market for our ordinary shares or the ADSs.
* Volatile trading price of the ADSs.
» Lack of research or report on the business or change in recommendations regarding the ADSs.

» Sale or availability for sale of substantial amounts of the ADSs.

Potential CAC and CSRC Approval Required for This Offering

Opinions on Severe and Lawful Crackdown on Illegal Securities Activities, which was available to the public on July 6, 2021. These opinions
emphasized the need to strengthen the administration over illegal securities activities and the supervision on overseas listings by China-based

risks and incidents facing China-based overseas-listed companies and the demand for cybersecurity and data privacy protection. Moreover, on

adoption of the Cybersecurity Review Measures, which became effective on February 15, 2022 and provides that network platform operators
possessing personal information of more than one million individual users must undergo a cybersecurity review by the CAC when they seek to
have their securities listed on a foreign stock exchange. Furthermore, the Standing Committee of the National People’s Congress passed the
Personal Information Protection Law of the PRC (“PIPL”), which became effective on November 1, 2021, requires such operators to obtain
consent of the user prior to any cross-boarder transfer of personal information, as well as the

The General Office of the Central Committee of the Communist Party of China and the General Office of the State Council jointly issued the

companies. These opinions proposed to take effective measures, such as promoting the construction of relevant regulatory systems to deal with the

January 4, 2022, the Cyberspace Administration of China, or the CAC, and other ministries and commissions (including the CSRC), announced the
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satisfaction of at least one of the following conditions: (1) a security assessment organized by competent cybersecurity authorities has been passed;
(2) certification of personal information protection from a specialized institution in accordance with the provisions issued by competent
cybersecurity authorities has been passed; (3) a model standard contract about both parties’ rights and obligations formulated by competent
cybersecurity authorities with the overseas recipient has been entered into; or (4) any other condition prescribed by laws, administrative regulations
or by competent cybersecurity authorities has been satisfied. These policies and any related implementation rules to be enacted may subject us to
additional compliance requirement. As of the date of this prospectus, no official guidance or related implementation rules have been issued in
relation to these recently issued opinions, and the interpretation and implementation of these opinions remain unclear at this stage. Moreover, the
M&A Rules requires an overseas special purpose vehicle that are controlled by PRC companies or individuals formed for the purpose of seeking a
public listing on an overseas stock exchange through acquisitions of PRC domestic companies using shares of such special purpose vehicle or held
by its shareholders as considerations to obtain the approval of the CSRC, prior to the listing and trading of such special purpose vehicle’s securities
on an overseas stock exchange. However, the application of the M&A Rules remains unclear.

On December 24, 2021, the CSRC, together with other relevant government authorities in China issued the Provisions of the State Council on
the Administration of Overseas Securities Offering and Listing by Domestic Companies (Draft for Comments), and the Measures for the Filing of
Overseas Securities Offering and Listing by Domestic Companies (Draft for Comments) (together, “Draft Overseas Listing Regulations™). The
Draft Overseas Listing Regulations require that a PRC domestic enterprise seeking to issue and list its shares overseas shall complete the filing
procedures with the CSRC. Such overseas securities issuance and listing include direct and indirect issuance and listing. Where an enterprise,
whose principal business activities are conducted in China, seeks to issue and list its shares in the name of an overseas entity, such practice is
deemed as an indirect overseas issuance and listing in the meaning of the Draft Overseas Listing Regulations. Therefore, our company will be
required to complete the filing procedures with the CSRC, if the Draft Overseas Listing Regulations become effective in their current form in the
future.

Neither we nor any of our subsidiaries has not obtained the approval or clearance from either the CSRC, the CAC or any other regulators in
China for this offering. We cannot assure you that we will remain fully compliant with all new regulatory requirements of these opinions or any
future implementation rules on a timely basis, or at all. If we are subject to additional requirements that we obtain the approval or clearance from
either the CSRC, the CAC or any other regulators in China for this offering but fail to obtain such approval or clearance, we will not be able to
pursue this offering any further. If we attempt to pursue this offering without obtaining such approval or clearance from regulators in China, no
matter it is rejected or granted but later rescinded, or if we inadvertently conclude that such approvals are not required, we may face severe and
expansive sanctions imposed by regulators in China, including fines and penalties on our operations in China, limitations on our operating
privileges in China, delays in or restrictions on the repatriation of the proceeds from this offering into the PRC, restrictions on or prohibition of the
payments or remittance of dividends by our subsidiaries in China, forced delisting of the ADSs, or other actions that could have a material and
adverse effect on our business, financial condition, results of operations, reputation and prospects, as well as the trading price of the ADSs. The
CSRC or other regulators in China may also take actions requiring us, or making it advisable for us, to halt this offering before the settlement and
delivery of the ADSs that we are offering. Consequently, if you engage in market trading or other activities in anticipation of and prior to the
settlement and delivery of the ADSs we are offering, you would be doing so at the risk that the settlement and delivery may not occur. In addition,
if the CSRC or other regulators in China later promulgate new rules or explanations requiring that we obtain their approvals for this offering, we
may be unable to obtain a waiver of such approval requirements. See “Risk Factors—Risks Relating to Conducting Business in China—Recent
regulatory developments in China may subject us to additional regulatory review or otherwise restrict or completely hinder our ability to offer
securities and raise capitals overseas, all of which could materially and adversely affect our business and cause the value of the ADSs to
significantly decline or become worthless” and “—Risks Relating to the ADSs and this Offering—
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The approval of or clearance by the CSRC, the CAC and other compliance procedures may be required in connection with this offering, and, if
required, we cannot predict whether we will be able to obtain such approval or clearance.”

Corporate History and Structure

We first started our business designing and developing high throughput computing solutions through Zhejiang Haowei Technology Co., Ltd.,
or Zhejiang Haowei, incorporated in July 2019. On January 8, 2021, we incorporated Nano Labs Ltd, our holding company, as an exempted
company with limited liability in the Cayman Islands. In 2021, we underwent a series of corporate reorganization in anticipation of our initial
public offering, including incorporation of our company as the listing vehicle, incorporation of our oversea holding companies and issuance of
shares to shareholders of Zhejiang Haowei. In April 2021, we completed a one-for-10,000 shares subdivision, following which our authorized share

capital of US$50,000 is divided into 500,000,000 ordinary shares of U

S$0.0001 each.

The following diagram illustrates our corporate structure as of the date of this prospectus.
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Holding Company Structure

China and Hong Kong. As a result, Nano Labs Ltd’s ability to pay

(1) The remaining 35% equity interest is owned by Hangzhou Lin’an Mantefu Technology Co., Ltd., an unaffiliated third party.

Nano Labs Ltd is a holding company with no material operations of its own. We conduct our operations primarily through our subsidiaries in
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dividends depends upon dividends paid by our subsidiaries in China and Hong Kong. If our existing PRC and Hong Kong subsidiaries or any
newly formed ones incur debt on their own behalf in the future, the instruments governing their debt may restrict their ability to pay dividends to
us.

In addition, our PRC subsidiaries are permitted to pay dividends to us only out of their retained earnings, if any, as determined in accordance
with PRC accounting standards and regulations. Our PRC subsidiaries did not have aggregate retained earnings as determined under PRC
accounting standards as of December 31, 2021. Pursuant to the Company Law of the People’s Republic of China, or the PRC Company Law, our
PRC subsidiaries are required to make contribution of at least 10% of their after-tax profits calculated in accordance with the PRC GAAP to the
statutory common reserve. Contribution is not required if the reserve fund has reached 50% of the registered capital of our subsidiaries. As of
December 31, 2021, our PRC subsidiaries had no restricted amount under the reserve fund.

None of our PRC subsidiaries has issued any dividends or distributions to respective holding companies or any investors as of the date of this
prospectus. Our PRC subsidiaries generate and retain cash generated from operating activities and re-invest it in our business. Historically,
Zhejiang Haowei has also received equity financing from its shareholders to fund business operations of our PRC subsidiaries. In 2020 and 2021,
we transferred cash proceeds of nil and US$21.1 million to our PRC subsidiaries for the settlement of intercompany transactions and as paid-in
capital for our PRC subsidiaries. In the future, cash proceeds raised from overseas financing activities, including this offering, may be, and are
intended to be, transferred by us through subsidiaries in Hong Kong to our PRC subsidiaries via capital contribution and shareholder loans, as the
case may be. Subsidiaries in China that receives such cash proceeds then will transfer funds to its subsidiaries to meet the capital needs of our
business operations. For details about the applicable PRC rules that limit transfer of funds from overseas to our PRC subsidiaries, see “Use of
Proceeds” and “Risk Factors—Risks Related to Doing Business in China—PRC regulation of loans to and direct investment in PRC entities by
offshore holding companies and governmental control of currency conversion may delay or prevent us from using the proceeds of this offering to
make loans or additional capital contributions to our PRC subsidiaries and affiliated entities.”

The structure of cash flows within our organization, and the applicable regulations, are as follows. After foreign investors’ funds enter Nano
Labs Ltd, our holding company, at the close of this offering, subject to the cash demand of our PRC and Hong Kong subsidiaries, the funds can be
transferred to our wholly owned Cayman subsidiaries, then to our wholly owned BVI subsidiaries, then to our Hong Kong subsidiaries, which will
further distribute the funds to our PRC subsidiaries. If we intend to distribute dividends, PRC subsidiaries will transfer the dividends to our Hong
Kong subsidiaries in accordance with the laws and regulations of the PRC, and then our Hong Kong subsidiaries will transfer the dividends all the
way up to Nano Labs Ltd, and the dividends will be distributed from Nano Labs Ltd to all shareholders respectively in proportion to the shares they
hold, regardless of whether the shareholders are U.S. investors or investors in other countries or regions. The cross-border transfer of funds within
our corporate group under our direct holding structure must be legal and compliant with relevant laws and regulations of China. In utilizing the
proceeds from this offering, as an offshore holding company, we are permitted under PRC laws and regulations to provide funding to our PRC
subsidiaries only through loans or capital contributions and to our affiliated entities only through loans, subject to applicable government reporting,
registration and approvals. See “Use of Proceeds” and “Risk Factor—Risks Relating to Conducting Business in China—PRC regulation of loans to
and direct investment in PRC entities by offshore holding companies and governmental control of currency conversion may delay or prevent us
from using the proceeds of this offering to make loans or additional capital contributions to our PRC subsidiaries and affiliated entities.” We do not
have any present plan to pay any cash dividends on our ordinary shares in the foreseeable future after this offering. We have, from time to time,
transferred cash between our PRC subsidiaries to fund their operations, and we do not anticipate any difficulties or limitations on our ability to
transfer cash between such subsidiaries. As of the date of this prospectus, no cash generated from our PRC subsidiaries has been used to fund
operations of any of our non-PRC subsidiaries. We may encounter difficulties in our ability to transfer cash between PRC subsidiaries and non-
PRC subsidiaries largely due to various PRC laws and regulations
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imposed on foreign exchange. However, as long as we are compliant with the procedures for approvals from foreign exchange authorities and
banks in China, the relevant laws and regulations in China do not impose limitations on the amount of funds that we can transfer out of China. We
currently do not have any cash management policy that dictate the transfer of cash between our subsidiaries. See “Regulation—PRC Laws and
Regulations relating to Foreign Exchange” for details of such procedures. We estimate that the net proceeds to us from this offering will be
approximately , of which approximately will be transferred to our PRC subsidiaries for research and development initiatives for
more advanced ASIC chips, smart-NICs and vision computing chips, the establishment of our manufacturing plant for product assembling and
supply chain optimization and working capital and other general corporate activities within China. See “Use of Proceeds” for more details.

Implications of Being an Emerging Growth Company

As a company with less than US$1.07 billion in revenue for the last fiscal year, we qualify as an “emerging growth company” pursuant to the
Jumpstart Our Business Startups Act of 2012, or the JOBS Act. As such, we may take advantage of specified reduced reporting and other
requirements that are otherwise applicable generally to public companies. These provisions include exemption from the auditor attestation
requirement under Section 404 of the Sarbanes-Oxley Act of 2002 in the assessment of our internal control over financial reporting. Under the
JOBS Act, an emerging growth company does not need to comply with any new or revised financial accounting standards until the date that private
companies are required to do so. We have elected to take advantage of such exemption, and as a result, while we are an emerging growth company,
we will not be subject to new or revised accounting standards at the same time that they become applicable to other public companies that are not
emerging growth companies.

We will remain an emerging growth company until the earliest of (1) the last day of our fiscal year during which we have total annual gross
revenues of at least US$1.07 billion; (2) the last day of our fiscal year following the fifth anniversary of completion of this offering; (3) the date on
which we have, during the previous three-year period, issued more than US$1.0 billion in non-convertible debt; or (4) the date on which we are
deemed to be a “large accelerated filer” under the Securities Exchange Act of 1934, as amended, or the Exchange Act, which would occur if we
have been a public company for at least 12 months and the market value of the ADSs that are held by non-affiliates exceeds US$700 million as of
the last business day of our most recently completed second fiscal quarter. Once we cease to be an emerging growth company, we will not be
entitled to the exemptions provided in the JOBS Act discussed above.

Corporate Information

Our principal executive office is located at 30th Floor, Dikaiyinzuo, No. 29, East Jiefang Road, Hangzhou, Zhejiang, People’s Republic of
China. Our telephone number at this address is (86) 0571-8665 6957. Our registered office in the Cayman Islands is located at PO Box 309, Ugland
House, Grand Cayman, KY 1-1104, Cayman Islands.

Investors should submit any inquiries to the address and telephone number of our principal executive offices. Our corporate website is
www.nano.cn. The information contained on our websites is not a part of this prospectus. Our agent for service of process in the United States is
Cogency Global Inc. located at 122 East 42nd Street, 18th Floor, New York, NY 10168.

Conventions that Apply to this Prospectus
Unless we indicate otherwise and for the purpose of this prospectus only:
. “ADRs” refers to the American depositary receipts, which, if issued, evidence the ADSs;

. “ADSs” refers to our American depositary shares, each of which represents Class A ordinary share(s);
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“CAGR?” refers to compound annual growth rate;

“China” and “PRC” refers to the People’s Republic of China, excluding, for the purposes of this prospectus only, Taiwan, the Hong
Kong Special Administrative Region and the Macau Special Administrative Region;

“Class A ordinary shares” refers to our Class A ordinary shares, par value US$0.0001 per share;
“Class B ordinary shares” refers to our Class B ordinary shares, par value US$0.0001 per share;

“hash rate” refers to the processing power of the cryptocurrency network and represents the number of computations that is processed
by the network in a given time period;

“ICs” or “chips” refers to integrated circuits;
“nm” refers to nanometer (1 meter = 1,000,000,000 nanometers);
“RMB” and “Renminbi” refers to the legal currency of China;

“shares” and “ordinary shares” refers to prior to the completion of this offering, our pre-offering ordinary shares, and upon and after
the completion of this offering, are to our Class A ordinary shares and our Class B ordinary shares;

“TH/s” and “GH/s” refers to the measuring unit of hash rate, which represent the processing power of the cryptocurrency mining
machine. 1 TH/s =1,000 GH/s;

“US$” and “U.S. dollars” refers to the legal currency of the United States of America; and

<. 9 < 2 ¢

we,” “us,” “our company,” “our,” and “our group” refers to Nano Labs Ltd, our Cayman Islands holding company, its predecessor
entity and its subsidiaries, as the context requires.

2
gl

Unless the context indicates otherwise, all information in this prospectus assumes no exercise by the underwriters of their option to purchase
additional ADSs.

We have made rounding adjustments to reach some of the figures included in this prospectus. Consequently, numerical figures shown as
totals in some tables may not be arithmetic aggregations of the figures that precede them.

Our reporting and functional currency is Renminbi. This prospectus contains translations of certain foreign currency amounts into U.S.
dollars for the convenience of the reader. Unless otherwise stated, all translations of Renminbi into U.S. dollars were made at RMB6.3757 to
USS$1.00, representing the central parity rate on December 31, 2021 published by the People’s Bank of China. We make no representation that the
Renminbi or U.S. dollar amounts referred to in this prospectus could have been or could be converted into U.S. dollars or Renminbi at any
particular rate or at all. On June 9, 2022, the noon buying rate for Renminbi was RMB6.6811 to US$1.00.

10
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Offering price per ADS

ADS:s offered by us

ADS:s issued and outstanding immediately after this
offering

Ordinary shares issued and outstanding immediately
after this offering

ADSs

Ordinary Shares

The Offering

We currently estimate that the initial public offering price will be between US$ and
Us$ per ADS.

ADSs (or ADSs if the underwriters exercise in full their option to
purchase additional ADSs).

ADS:s (or ADS:s if the underwriters exercise in full their option to
purchase additional ADSs).

Class A ordinary shares and Class B ordinary shares (or
Class A ordinary shares and Class B ordinary shares if the
underwriters exercise in full their option to purchase additional ADSs).

Every ADS represents Class A ordinary share(s), par value US$0.0001 per
share.

The depositary, or its nominee, will hold the underlying Class A ordinary shares
represented by the ADSs and you will have the rights as provided in the deposit agreement
among us, the depositary and holders and beneficial owners of ADSs from time to time.

We do not expect to pay dividends in the foreseeable future. If, however, we declare
dividends on our ordinary shares, the depositary will pay you the cash dividends and other
distributions it receives on our Class A ordinary shares after deducting its fees and
expenses in accordance with the terms set forth in the deposit agreement.

You may turn in your ADSs to the depositary in exchange for the underlying Class A
ordinary shares, subject to the terms of the deposit agreement relating to the ADSs. The
depositary will charge you fees for any such exchange.

We may amend or terminate the deposit agreement without your consent. If you continue to
hold your ADSs after an amendment to the deposit agreement, you agree to be bound by
the deposit agreement as amended.

You should carefully read the section in this prospectus entitled “Description of American
Depositary Shares” to better understand the terms of the ADSs. You should also read the
deposit agreement, which is an exhibit to the registration statement that includes this
prospectus.

Immediately following the completion of this offering, our issued and outstanding share
capital will consist of Class A ordinary shares and

11
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Option to purchase additional ADSs

Use of Proceeds

Lock-up

Listing

Proposed Nasdaq Global Market Symbol

Class B ordinary shares. In respect of all matters subject to a shareholder vote, each

Class A ordinary share is entitled to one vote, and each Class B ordinary share is entitled to
15 votes, voting together as one class. Each Class B ordinary share is convertible into
Class A ordinary share at any time by the holder thereof. Class A ordinary shares are not
convertible into Class B ordinary shares under any circumstances. Upon any sale, transfer,
assignment or disposition of Class B ordinary shares by a holder thereof to any person
other than Mr. Jianping Kong and Mr. Qifeng Sun, the founders of our company or an
affiliate of Mr. Jianping Kong and Mr. Qifeng Sun, or upon a change of ultimate beneficial
ownership of any Class B ordinary shares to any person who is not Mr. Jianping Kong and
Mr. Qifeng Sun or an affiliate of Mr. Jianping Kong and Mr. Qifeng Sun, such Class B
ordinary shares shall be automatically and immediately converted into the same number of
Class A ordinary shares. For a description of Class A ordinary shares and Class B ordinary
shares, see “Description of Share Capital.”

We have granted to the underwriters an option, exercisable within 30 days from the date of
this prospectus, to purchase up to an aggregate of additional ADSs at the initial
public offering price, less underwriting discounts and commissions.

We estimate that we will receive net proceeds of approximately US$ million (or
US$ million if the underwriters exercise in full their option to purchase additional
ADSs) from this offering, assuming an initial public offering price of US$ per ADS,
which is the mid-point of the estimated range of the initial public offering price, after
deducting estimated underwriting discounts and commissions and estimated offering
expenses payable by us.

We anticipate using the net proceeds of this offering primarily for research and
development, supply chain optimization, establishment of overseas headquarters and
general corporate purposes.

See “Use of Proceeds” for more information.

We, [our directors and executive officers, and existing shareholders] have agreed with the
underwriters, subject to certain exceptions, not to sell, transfer or otherwise dispose of any
ADSs, ordinary shares or similar securities or any securities convertible into or
exchangeable or exercisable for our ordinary shares or ADSs, for a period of 180 days after
the date of this prospectus. See “Shares Eligible for Future Sale” and “Underwriting.”

We intend to apply to have the ADSs listed on the Nasdaq Global Market. Our ordinary
shares will not be listed on any exchange or quoted for trading on any over-the-counter

trading system.

“NA”

12
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Depositary Citibank, N.A..
The underwriters expect to deliver the ADSs against payment on , 2022, through the

Payment and settlement
facilities of The Depository Trust Company, or DTC.

See “Risk Factors” and other information included in this prospectus for a discussion of

Risk Factors
risks you should carefully consider before investing in the ADSs.

The total number of ordinary shares that will be issued and outstanding immediately after this offering is based upon:

103,790,000 ordinary shares issued and outstanding on an as-converted basis as of the date of this prospectus, assuming (1) the

re-designation of 57,178,154 shares beneficially owned by Mr. Jianping Kong and Mr. Qifeng Sun, the founders of our company, into
Class B ordinary shares on a one-for-one basis immediately prior to the completion of this offering; (2) the re-designation of all of our
remaining issued and outstanding 46,611,846 ordinary shares into Class A ordinary shares on a one-for-one basis immediately prior to

the completion of this offering; and
Class A ordinary shares in the form of ADSs that we will issue and sell in this offering, assuming the underwriters do not

exercise their option to purchase additional ADSs.

13
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Summary Consolidated Financial Data

The following summary consolidated statements of operations data for the years ended December 31, 2020 and 2021, the summary
consolidated balance sheets data as of December 31, 2020 and 2021 and the summary consolidated statements of cash flows data for the years
ended December 31, 2020 and 2021 have been derived from the audited consolidated financial statements included elsewhere in this prospectus.
You should read the following information in conjunction with those financial statements and accompanying notes included elsewhere in this
prospectus and “Management’s Discussion and Analysis of Financial Condition and Results of Operations.” Our audited consolidated financial
statements have been prepared in accordance with U.S. generally accepted accounting principles, or U.S. GAAP. Historical results for any prior
period are not necessarily indicative of results to be expected for any future period.
Summary Consolidated Statements of Operations Data

Years Ended December 31,
2020 2021
RMB RMB USS$

Net revenues:

Product sales revenue 2,004,074 39,440,897 6,186,128

Service revenue 122,602 — —
Total net revenues 2,126,676 39,440,897 6,186,128
Cost of revenues 1,270,544 43,530,708 6,827,597
Gross profit (loss) 856,132 (4,089,811) (641,469)
Operating expenses:

Selling and marketing expenses 108,567 5,119,072 802,904

General and administrative expenses 3,187,033 24,121,823 3,783,400

Research and development expenses 34,476,484 145,455,181 22,813,994
Total operating expenses 37,772,084 174,696,076 27,400,298
Loss from operations (36,915,952) (178,785,887) (28,041,767)
Other expenses (income):
Finance expenses 3,747 509,764 79,954
Interest income (17,915) (3,495,208) (548,208)
Other expenses (income) 800,000 (855,959) (134,253)
Total other expenses (income) 785,832 (3,841,403) (602,507)
Loss before income tax provision (37,701,784) (174,944,484) (27,439,260)
Income tax provision 2,293 — —
Net loss (37,704,077) (174,944,484) (27,439,260)

14
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Summary Consolidated Balance Sheets Data
As of December 31,
2020 2021
RMB RMB US$
ASSETS:
Current assets

Cash and cash equivalents 35,333,172 233,853,654 36,678,899

Short-term investments — 31,888,500 5,001,568

Accounts receivable, net 1,165,716 — —

Inventories, net 7,238,293 213,870,251 33,544,591

Prepayments 7,985,676 372,355,129 58,402,235

Due from related party 4,390,000 — —

Other current assets 2,895,895 41,460,490 6,502,892
Total current assets 59,008,752 893,428,024 140,130,185
Non-current assets

Property and equipment, net 1,066,759 7,249,044 1,136,980

Intangible asset, net 99,301 — —

Long-term prepaid expense 550,000 — —

Operating lease right-of-use assets 768,678 9,155,665 1,436,025
Total non-current assets 2,484,738 16,404,709 2,573,005
TOTAL ASSETS 61,493,490 909,832,733 142,703,190
LIABILITIES AND SHAREHOLDER’ DEFICIT
Current liabilities:

Accounts payable 899,687 2,837,638 445,071

Accounts payable — related party 4,716,981 — —

Advance from customers 65,404,664 917,391,899 143,888,812

Loan payable 5,000,000 — —

Due to related parties 31,355,000 — —

Operating lease liabilities, current 462,313 5,224,757 819,480

Other current liabilities 1,898,524 6,917,757 1,085,018
Total current liabilities 109,737,169 932,372,051 146,238,381
Non-current liabilities:

Operating lease liabilities, non-current 276,653 2,122,357 332,882
TOTAL LIABILITIES 110,013,822 934,494,408 146,571,263
Shareholders’ deficit:

Ordinary shares (US$0.0001 par value; 500,000,000 shares authorized; 79,249,000 and

103,790,000 shares issued and outstanding as of December 31, 2020 and 2021,

respectively) 51,135 66,970 10,504
Additional paid-in capital 163,747 201,418,380 31,591,571
Accumulated deficit (48,735,214) (223,679,698) (35,083,159)
Accumulated other comprehensive loss — (2,467,327) (386,989)
Total shareholders’ deficit (48,520,332) (24,661,675) (3,868,073)
TOTAL LIABILITIES AND SHAREHOLDERS’ DEFICIT 61,493,490 909,832,733 142,703,190
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Summary Consolidated Statements of Cash Flows Data
Years Ended December 31,

2020 2021
RMB RMB US$

(3,027,899) 71,732,868 11,250,980
(1,646,776)  (36,046,123)  (5,653,673)
29,365,000 164,896,124 25,863,218
— (2,062,387) (323,476)
24,690,325 198,520,482 31,137,049
10,642,847 35,333,172 5,541,850
35,333,172 233,853,654 36,678,899

Net cash provided by (used in) operating activities

Net cash used in investing activities

Net cash provided by financing activities

Effects of exchange rate changes on cash and cash equivalents
Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year
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RISK FACTORS

An investment in our ADSs involves significant risks. You should carefully consider all of the information in this prospectus, including the risks
and uncertainties described below, before making an investment in our ADSs. Any of the following risks could have a material adverse effect on our
business, financial condition and results of operations. The trading price of our ADSs could decline due to any of these risks and you may lose all or
part of your investment. When determining whether to invest, you should also refer to the other information contained in this prospectus, including our
financial statements and the related notes thereto. You should also carefully review the cautionary statements referred to under “Forward-looking
Statements.” Our actual results could differ materially and adversely from those anticipated in this prospectus.

Risks Relating to Our Business

We may fail to anticipate or adapt to technology innovations in a timely manner, so our IC design may fail to gain recognition from the customers
and the IC design industry.

The IC design industry is experiencing rapid technological changes. Failure to anticipate technology innovations or adapt to such innovations in a
timely manner, or at all, may result in our products becoming obsolete at sudden and unpredictable intervals. As a result, our IC design may fail to gain
recognition from the customers and the industry, which could materially and adversely affect our business, results of operations or financial condition.
To maintain the relevancy of our products, we have actively invested in product planning and research and development. The process of developing and
marketing new products is inherently complex and involves significant uncertainties. We cannot assure you that our efforts will bring customers and
industry recognition. There are various risks, including the following:

. our product planning efforts may fail to result in the development or commercialization of new technologies or ideas;

. our research and development efforts may fail to translate new product plans into commercially feasible products;

. our new technologies or new products may not be well received by consumers;

. we may not have adequate funding and resources necessary for continual investments in product planning and research and development;
. our products may become obsolete due to rapid advancements in technology and changes in consumer preferences; and

. our newly developed technologies may not be protected as proprietary intellectual property rights.

Any failure to anticipate the next-generation technology roadmap or changes in customer preferences or to timely develop new or enhanced
products in response could result in decreased revenue and market share. In particular, we may experience difficulties with product design, product
development, marketing or certification, which could result in excessive research and development expenses and capital expenditure, delays or prevent
our introduction of new or enhanced products. Furthermore, our research and development efforts may not yield the expected results or may prove to be
futile due to the lack of market demand.

Our results of operations have been and are expected to continue to be significantly impacted by the volatility of the cryptocurrency market, and in
particular, the sharp price decrease of cryptocurrencies.

Our products, including HTC and HPC solutions and distributed computing and data storage solutions, are currently designed primarily for the
mining of various cryptocurrencies, such as Bitcoin, Ethereum, Ethereum Classic, Grin and Filecoin. The demand for, and pricing of, our products are
therefore affected by the expected economic returns of mining activities for these cryptocurrencies, which in turn are primarily driven by, among other
factors, the prices. The cryptocurrency market is highly volatile, and the prices of Bitcoin, Ethereum, Ethereum Classic, Grin and Filecoin have
experienced significant fluctuations over their short existence and may continue to fluctuate significantly in the future. For example, the overall price of
Bitcoin is on an upward trend, however, there have been some significant decreases in late 2018, early 2020 and early 2021, according to the F&S
report.
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Historically, our revenues were primarily derived from the sales of HTC solutions primarily used for Grin mining. We have completed several new
products, such as the HTC solutions used for Ethereum mining, HPC solutions used for Bitcoin mining, and distributed computing and data storage
solutions primarily for Filecoin mining. We expect our results of operations to be affected by the prices of cryptocurrencies, in particular, significantly
and negatively impacted by the sharp price decrease of the prices of cryptocurrencies including Bitcoin, Ethereum, Ethereum Classic, Grin and Filecoin.
Although we have begun the delivery of these new products in 2022, a diversified offering of mining solution types is unlikely to spread the risk of
volatility as the prices of mainstream cryptocurrencies are highly correlated. We cannot assure you that the cryptocurrency market will remain active
enough to sustain the demand for our current and future mining machines or that the prices for any of these cryptocurrencies will not decline
significantly in the future. Furthermore, fluctuations in the prices of cryptocurrencies, in particular, Bitcoin, Ethereum, Ethereum Classic, Grin and
Filecoin, can have an immediate impact on the trading price of the companies operating in the cryptocurrency industry, including the ADSs, even before
our financial performance is affected, if at all.

In addition to the market volatility, various other factors, mostly beyond our control, could impact the prices of cryptocurrencies. For example, the
usage of Bitcoins in the retail and commercial marketplace is relatively low in comparison with the usage for speculation, which contributes to Bitcoin
price volatility.

If the price of cryptocurrencies such as Bitcoin, Ethereum, Ethereum Classic, Grin or Filecoin drops and fails to recover, the expected economic
return of such mining activities will diminish, which could result in a decrease in demand for our current and future HTC and HPC solutions and
distributed computing and data storage solutions. As a result, we may need to reduce the price of our HTC and HPC solutions and distributed computing
and data storage solutions. At the same time, if transaction fees for these cryptocurrencies increase to such an extent as to discourage users from using
them as a medium of exchange, it may decrease the transaction volume of the relevant network and may affect the demand for our current and future
HTC and HPC solutions and distributed computing and data storage solutions. In addition, any shortage of power supply due to government control
measures or other reasons, and any increase in energy costs, would raise the costs of mining activities. This in turn could affect the expected economic
return to our customers for their mining activities and the demand for and pricing of our current and future HTC and HPC solutions and distributed
computing and data storage solutions. Furthermore, fluctuations in the prices of Bitcoin, Ethereum, Ethereum Classic, Grin or Filecoin may affect the
value of our inventory as well as the provision we make to the inventory as we manage our inventory based on, among others, the sales forecast of
current and future HTC and HPC solutions and distributed computing and data storage solutions. If we increase our procurement volume and stock up
finished goods for the launch of new products or we expect a surge of demand of certain HTC and HPC solutions, a significant drop in the prices of
Bitcoin, Ethereum, Ethereum Classic, Grin or Filecoin can lead to a lower expected sales price and excessive inventory, which in turn will lead to
impairment losses with respect to such inventory. If the prices of Bitcoin, Ethereum, Ethereum Classic, Grin or Filecoin drop significantly in the future,
we may need to record write-down for potentially obsolete, slow-moving inventory. For example, we recorded an inventory write-down of RMB26.8
million (US$4.2 million) in the cost of revenues in 2021 due to the downward adjustment on the book value of a portion of our inventory in response to
the decrease in the market price of cryptocurrency and expected economic return on cryptocurrency mining. To the extent that we are able to sell such
inventory above its carrying value, our gross profit may also be inflated by such write down.

The price drop of cryptocurrencies may also adversely impact the ability of our customers who made down payments for our current or future
HTC and HPC solutions and distributed computing and data storage solutions to make final payments. We usually require full payment to be paid before
the delivery of our products. If the prices of Bitcoin, Ethereum, Ethereum Classic, Grin or Filecoin drop significantly in the future, we may need to offer
to certain of our customers price concession in the case where they encounter the difficulties for making the final payments, even if we generally do not
offer a price concession to customers. If we provide any price concession to our customers in the future, our revenues and results of operations may be
adversely affected.
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We have derived and may continue to derive substantially all of our revenues from our HTC solutions. We also expect to generate significant
revenues from HPC solutions in the future. If the market for HTC and HPC solutions ceases to exist or diminishes significantly, our business,
results of operations and financial condition would be materially and adversely affected.

Historically, our revenues were primarily derived from the sales of HTC solutions primarily used for Grin mining. We have completed several new
products, such as the HTC solutions used for Ethereum mining, HPC solutions used for Bitcoin mining and distributed computing and data storage
solutions primarily for Filecoin mining. In 2020 and 2021, sales of our HTC solutions accounted for 94.2% and 100% of our total revenues, respectively,
and we had received RMB917.4 million (US$143.9 million) from the pre-sale of our products as of December 31, 2021. We expect to generate, in the
foreseeable future, a significant portion of our revenues from sales of our HTC and HPC solutions.

If the market for any of the above-mentioned mining solutions ceases to exist or diminishes significantly, we would experience a significant loss
of sales, cancelation of orders, or loss of customers for our current and future mining machines.

Adverse factors that may affect the market for our current and future mining machines include:

. Another cryptocurrency, especially one that is not created using the same mining processes as Bitcoin, Ethereum, Ethereum Classic, Grin
or Filecoin, emerges as a new mainstream cryptocurrency and squeezes Bitcoin, Ethereum, Ethereum Classic, Grin or Filecoin out of the
market, thereby causing these cryptocurrencies to lose value or become worthless, which could adversely affect the sustainability of our
business.

. Bitcoin, Ethereum, Ethereum Classic, Grin or Filecoin fails to gain wide market acceptance and fails to become a generally accepted
medium of exchange in the global economy due to certain inherent limitations to cryptocurrencies.

. Over time, the reward for blockchain mining will decline in terms of the amount of cryptocurrency awarded, which may reduce the
incentive to mine these cryptocurrencies. Therefore, our HTC and HPC solutions and distributed computing and data storage solutions may
become less productive as the available rewards for cryptocurrency mining decrease.

If we cannot maintain the scale and profitability of our HTC and HPC solutions and distributed computing and data storage solutions and, at the
same time, successfully expand our business in other application markets, our business, results of operations, financial condition and prospects will
suffer. Furthermore, excess inventory, inventory markdowns, brand image deterioration and margin squeeze caused by declining economic returns for
miners or pricing competition for our HTC and HPC solutions and distributed computing and data storage solutions could all have a material and
adverse effect on our business, results of operations and financial condition. Moreover, as we only had limited experience in the commercialization of
HTC and HPC solutions, we cannot assure you that our HTC and HPC solutions and distributed computing and storage solutions to be launched will be
well received among the miners of these cryptocurrencies, nor can we assure you that the demand for these products will be strong enough for us to
recover the research and development expenses incurred in relation to the development of these products. If our efforts to market these new products
fail, or the demand for these products turns out to be weaker than we expected, our business, results of operations and financial condition may be
materially and adversely affected.
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We face risks associated with the expansion of our business operations overseas and if we are unable to effectively manage such risks, our business
growth and profitability may be negatively affected.

We intend to grow our business in part by expanding our sales network and operations internationally beyond China. Our expansion plans include
possibly establishing offices for sales, research and development and other operations in Singapore and the United States. However, there are risks
associated with such global expansion plans, including:

. high costs of investment to establish a presence in a new market and manage international operations;

. competition in unfamiliar markets;

. foreign currency exchange rate fluctuations;

. regulatory differences and difficulties in ensuring compliance with multi-national legal requirements and multi-national operations;

. changes in economic, legal, political or other local conditions in new markets;

. our limited customer base and limited sales and relationships with international customers;

. competitors in the overseas markets may be more dominant and have stronger ties with customers and greater financial and other
resources;

. challenges in managing our international sales channels effectively;

. difficulties in and costs of exporting products overseas while complying with the different commercial, legal and regulatory requirements

of the overseas markets in which we offer our products;

. difficulty in ensuring that our customers comply with the sanctions imposed by the Office of Foreign Assets Control in the United States
and regulators in other countries and regions, on various foreign states, organizations and individuals;

. inability to obtain, maintain or enforce intellectual property rights;
. inability to effectively enforce contractual or legal rights or intellectual property rights in certain jurisdictions where we operate; and
. governmental policies favoring domestic companies in certain foreign markets or trade barriers including export requirements, tariffs, taxes

and other restrictions and charges. In particular, a worldwide trend in favor of nationalism and protectionist trade policy and the ongoing
trade dispute between the United States and China as well as other potential international trade disputes could cause turbulence in
international markets. These government policies or trade barriers could increase the prices of our products and make us less competitive
in such countries.

If we are unable to effectively manage such risks, we may encounter difficulties in our overseas expansion plans and our business, reputation,
results of operations and financial condition may be impaired.

Our business growth is dependent on the development of blockchain technology and applications, particularly in the field of Bitcoin, Ethereum,
Ethereum Classic, Grin and Filecoin.

We have historically derived our revenues primarily from sales of our HTC solutions in relation to Grin mining. The development of blockchain
technology is still in a relatively early stage, and we cannot assure you that blockchain applications, including those in the fields of cryptocurrencies and
other areas such as artificial intelligence, will gain wide market acceptance. Any blockchain application may become redundant or obsolete with the
introduction of new competing technologies or products. If market acceptance or confidence in blockchain technology is lost or reduced for any reason,
such as due to cybersecurity issues, the demand for our existing or future blockchain products may decline.
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Our blockchain mining solution business depends significantly on the development of cryptocurrency applications, in particular, Bitcoin,
Ethereum, Ethereum Classic, Grin and Filecoin applications. The cryptocurrency market is rapidly and continuously evolving. Any actual or perceived
adverse development in Bitcoin or other cryptocurrencies can significantly affect market demand for mining activities and our HTC and HPC solutions
and distributed computing and data storage solutions. In addition, any event or rumor that generates negative publicity for the cryptocurrency market
could hinder the development and reduce market acceptance of cryptocurrency applications. Under such circumstances, our business, results of
operations and financial condition could be materially and adversely affected.

The average selling prices of our products may decrease from time to time due to technological advancement, and we may not be able to pass onto
our suppliers such decreases, which may in turn adversely affect our profitability.

The IC design industry is characterized by rapid launches of new products, continuous technological advancements, and changing market trends
and customer preferences, all of which translate to a shorter life cycle and a gradual decrease in the average selling prices of products over time. Because
we compete in the environment of rapidly-evolving technology advancement and market trends and developments of the IC design industry, we may
need to lower the price of our products to gain stronger market competitiveness and we cannot assure you that we will be able to pass on any decrease in
average selling prices of our products to our suppliers. If the average selling prices of our products unusually or significantly decrease and such
decreases cannot be offset by a corresponding decrease in the prices of the principal components of our products, our gross profit margins may be
materially and adversely affected, which in turn, may adversely affect our profitability.

If Bitcoin, Ethereum or Grin loses its popularity or is replaced by other cryptocurrencies as the mainstream cryptocurrencies, we may not be able to
win the market for our future mining machines and our results of operations will be materially and adversely affected.

Historically, we derived our revenue primarily from HTC solutions designed for Grin mining. As of the date of this prospectus, we have pre-sold
and recognized revenue from sales of our Bitcoin and Ethereum mining solutions to our customers. We face the risk that other cryptocurrencies could
replace Bitcoin and Ethereum as the mainstream cryptocurrencies, which may in turn negatively impact the value of Bitcoin and Ethereum and diminish
interest in mining Bitcoin and Ethereum. We also face the risk of Grin losing its popularity. Acceptance of Bitcoin, Ethereum and Grin may decline due
to various reasons such as the following:

. potential changes in algorithms or source code may negatively impact user acceptance;

. patches, upgrades, attacks or hacking of relevant infrastructure may undermine user interest or confidence;

. usage of Bitcoin, Ethereum or Grin for illicit or illegal activities by bad actors may erode public perception of Bitcoin or Ethereum; or

. hacking, fraud or other problems with cryptocurrency exchanges, wallets or other related infrastructure may negatively impact user
confidence.

If fewer people accept Bitcoin, Ethereum or Grin or fewer merchants accept Bitcoin, Ethereum or Grin as a payment method and alternative assets
or Bitcoin, Ethereum or Grin mining being restricted or prohibited due to the changes of the relevant laws and regulations, Bitcoin, Ethereum and Grin
may decline in value. For example, although Bitcoin is currently the largest cryptocurrency by market capitalization, a substantial amount of Bitcoin-
related transactions may be speculation-related and a technological breakthrough in the form of a better cryptocurrency is a continuous threat. Other
cryptocurrencies may be designed with algorithms that are not compatible with the kind of computing done by ASIC chip mining machines. If such a
cryptocurrency were to become dominant, our existing technological know-how may not be applicable in creating hardware for participants in that
cryptocurrency network, and we may face greater competition from new players. In addition, since the value of and support for Bitcoin, Ethereum or
Grin depend entirely on the community using it, any
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disagreement between the users may result in the splitting of the network to support other cryptocurrencies and the users may sell all their Bitcoin,
Ethereum and Grin and switch to other cryptocurrencies. As a result, our future blockchain mining solutions and our results of operations would be
materially and adversely affected.

Our IC products mainly depend on supplies from third-party foundries, and any failure to obtain sufficient foundry capacity from such foundries
would significantly delay the shipment of our products.

As a fabless IC design company, we do not own any IC fabrication facilities. We currently work with two leading foundries as our main IC
fabrication partners and place purchase orders according to our business needs. It is important for us to have a reliable relationship with third-party
foundries as well as other future foundry service providers to ensure adequate product supply to respond to customer demand.

We cannot guarantee that our foundry service providers will be able to meet our manufacturing requirements. The ability of our foundry service
providers to provide us with foundry services is limited by their technology migration, available capacity and existing obligations. If any of our foundry
service providers fails to succeed in its technology migration, it will not be able to deliver to us qualified ICs, which will significantly affect our
technological advancement and shipment of our products and solutions. This could in turn result in lost sales and have a material adverse effect on our
relationships with our customers and on our business and financial condition. In addition, we do not have a guaranteed level of production capacity from
our foundry service providers. We do not have long-term contracts with them, and we source our supplies on a purchase order basis and prepay the
purchase amount. As a result, we depend on our foundry service providers to allocate to us a portion of its manufacturing capacity sufficient to meet our
needs, produce products of acceptable quality and at acceptable final test yields and deliver those products to us on a timely basis and at acceptable
prices. If any of our foundry service providers raises its prices or is unable to meet our required capacity for any reason, such as shortages or delays in
the shipment of semiconductor equipment or raw materials required to manufacture our ICs, or if our business relationships with any of our foundry
service providers deteriorate, we may not be able to obtain the required capacity and would have to seek alternative foundries, which may not be
available on commercially reasonable terms, or at all. Moreover, it is possible that other customers of any of our foundry service providers that are larger
and/or better financed than we are, or that have long-term contracts with it, may receive preferential treatment in terms of capacity allocation or pricing.
In addition, if we do not accurately forecast our capacity needs, any of our foundry service providers may not have available capacity to meet our
immediate needs or we may be required to pay higher costs to fulfill those needs, either of which could materially and adversely affect our business,
results of operations or financial condition.

In particular, the production of our IC products may require advanced IC fabrication technologies, and some third-party foundries we partner with
might not have sufficient production capacity for such technologies, if at all, to meet our requirements. This may expose us to risks associated with
engaging new foundries. For example, using foundries with which we have not established relationships could expose us to potentially unfavorable
pricing, unsatisfactory quality or insufficient capacity allocation.

Other risks associated with our dependence on third-party foundries include limited control over delivery schedules and quality assurance, lack of
capacity in periods of excess demand, unauthorized use of our intellectual property and limited ability to manage inventory and parts. In particular,
although we have entered into confidentiality agreements with our third-party foundries for the protection of our intellectual property, they may not
protect our intellectual property with the same degree of care as we use to protect our intellectual property. If we fail to properly manage any of these
risks, our business and results of operations may be materially and adversely affected.

Moreover, if any of our foundry service providers suffers any damage to its facilities, suspends manufacturing operations, loses benefits under
material agreements, experiences power outages or computer virus attacks, lacks sufficient capacity to manufacture our products, encounters financial
difficulties, is unable to secure necessary raw materials from its suppliers or suffers any other disruption or reduction in efficiency, we may encounter
supply delays or disruptions.
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We rely on a limited number of third parties for IC packaging and testing services.

Fabrication of ICs requires specialized services to process the silicon wafers into ICs by packaging them and to test their proper functioning. We
primarily collaborate with a lending packaging and testing service provider for such services, which may expose us to a number of risks, including
difficulties in finding alternate suppliers, capacity shortages or delays, lack of control or oversight in timing, quality or costs, and misuse of our
intellectual property. If any such problems arise with our packaging and testing partners, we may experience delays in our production and delivery
timeline, inadequate quality control of our products or excessive costs and expenses. As a result, our financial condition, results of operations, reputation
and business may be adversely affected.

Shortages in, or rises in the prices of, the components of our HTC and HPC solutions and distributed computing and storage solutions may
adversely affect our business.

Given the long production period to manufacture, assemble, and deliver certain components and products, problems could arise in planning
production and managing inventory levels that could seriously interrupt our operations, including the possibility of defective parts, an increase in
component costs, delays in delivery schedules, and shortages of components. In addition to ICs, the components we use for our mining machines include
printed circuit boards, other electronic components, fans, and aluminum casings. The production of our mining machines also requires certain ancillary
equipment and components such as controllers, power adaptors, and connectors. The production of our current products depends on obtaining adequate
supplies of these components on a timely basis and at competitive prices. We do not typically maintain large inventory of the components, and rather
purchase them on an “as-needed” basis from various third-party component manufacturers that satisfy our quality standards and meet our production
requirements. We may have to turn to less reputable suppliers if we cannot source adequate components from our regular suppliers. Under such
circumstances, the quality of the components may suffer and could cause performance issues in our HTC and HPC solutions and distributed computing
and storage solutions.

Shortages of components could result in reduced production or delays in production, as well as an increase in production costs, which may
negatively affect our ability to fulfill orders or make timely shipments to our customers, as well as our customer relationships and profitability.
Component shortages may also increase our costs of products sold because we may be required to pay higher prices for components in short supply, or
redesign or reconfigure products to accommodate for the substitute components, without being able to pass such cost to our customers. As a result, our
business, results of operations and reputation could be materially and adversely affected by any product defects.

Failure at tape-out or failure to achieve the expected final test yields for our ICs could negatively impact our results of operations.

The tape-out process is a critical milestone in our business. A tape-out means all the stages in the design and verification process of our ICs have
been completed, and the chip design is sent for manufacturing. The tape-out process requires considerable investment in time and resources and close
cooperation with the wafer foundry, and repeated failures can significantly increase our costs, lengthen our product development period, and delay our
product launch. If the tape-out or testing of a new chip design fails, either as a result of design flaws by our research and development team or problems
with production or the testing process by the wafer foundry, we may incur considerable costs and expenses to fix or restart the design process. Such
obstacles may decrease our profitability or delay the launch of new products.

Once tape-out is achieved, the IC design is sent for manufacturing, and the final test yield is a measurement of the production success rate. The
final test yield is a function of both product design, which is developed by us, and process technology, which typically belongs to a third-party foundry.
Low final test yields can result from a product design deficiency or a process technology failure or a combination of both. As such, we may not be able
to identify problems causing low final test yields until our product designs go to the manufacturing stage, which may substantially increase our per unit
costs and delay the launch of new products.
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For example, if any of our foundry service providers experiences manufacturing inefficiencies or encounters disruptions, errors or difficulties
during production, we may fail to achieve acceptable final test yields or experience product delivery delays. We cannot guarantee that our foundry
service providers will be able to develop, obtain or successfully implement process technologies needed to manufacture future generations of our IC
products on a timely basis. Moreover, during the periods in which foundries are implementing new process technologies, their manufacturing facilities
may not be fully productive. A substantial delay in the technology transitions to smaller geometry process technologies could have a material and
adverse effect on us, particularly if our competitors transition to such technologies before us. In addition, resolution of yield problems requires
cooperation among us, foundry partners, and packaging and testing partners. We cannot assure you that the cooperation will be successful and that any
yield problem can be fixed.

Our HTC and HPC solutions and distributed computing and storage solutions use open source software as their basic controller system, which may
subject us to certain risks.

We use open source software in our HTC and HPC solutions and distributed computing and storage solutions. For example, our mining machine
controller open source software needs to be installed on open source, which serves as the basic controller system for our HTC and HPC solutions, and
we expect to continue to use open source software in the future. We may face claims from others claiming ownership of, or seeking to enforce the terms
of, an open source license, including by demanding the release of the open source software, derivative works or our proprietary source code that was
developed using such software. These claims could also result in litigation, requiring us to purchase a costly license or to devote additional research and
development resources to change our technologies, either of which would have a negative effect on our business and results of operations. In addition, if
the license terms for the open source software we utilize change, we may be forced to re-engineer or discontinue our solutions or incur additional costs.

If we fail to maintain an effective quality control system, our business could be materially and adversely affected.

We place great emphasis on product quality and adhere to stringent quality control measures and have obtained product compliance certifications,
such as ICES certificate, CE EMC certificate and FCC SDOC certificate, after independent third party inspection for our products. To meet our
customers’ requirements and expectations for the quality and safety of our products, we have selected leading third party assembling partners with
quality control certifications such as ISO9001 and adopted a stringent quality control system to ensure that every step of the production process is
strictly monitored and managed. Failure to maintain an effective quality control system or to obtain or renew our quality standards certifications may
result in a decrease in demand for our products or cancelation or loss of purchase orders from our customers. Moreover, our reputation could be
impaired. As a result, our business, results of operations and financial condition could be materially and adversely affected.

The quality of our products and services relies on third-party suppliers and service providers we engage. If we fail to provide satisfactory services or
maintain their service levels, it could materially and adversely affect our business, reputation, financial condition and results of operations.

We rely on third-party suppliers and service providers to provide quality products and services to customers, and our brand and reputation may be
harmed by actions taken by them that are beyond our control. Despite the measures we have taken to ensure the quality of products and services
provided by third-party suppliers and service providers, to the extent that there are manufacturing defects beyond our control, or our third-party
suppliers and service providers are unable to maintain the efficiency of their production facilities, supply sufficient components or raw materials in a
timely manner, or provide satisfactory services to our
customers, we may suffer reputational damage, and our brand image, business, results of operations and financial condition may be materially and
adversely affected.
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We rely on third-party logistics service providers to deliver our products. Disruption in logistics may prevent us from meeting customer demand and
our business, results of operations and financial condition may suffer as a result.

We engage third-party logistics service providers to deliver the ICs from our production partners to our assembly partners and our products from
our assembly partners to our customers. Disputes with or termination of our contractual relationships with one or more of our logistics service providers
could result in delayed delivery of products or increased costs. We cannot assure you that we can continue or extend relationships with our current
logistics service providers on terms acceptable to us, or that we will be able to establish relationships with new logistics service providers to ensure
accurate, timely and cost-efficient delivery services. If we are unable to maintain or develop good relationships with our preferred logistics service
providers, it may inhibit our ability to offer products in sufficient quantities, on a timely basis, or at prices acceptable to our consumers. If there is any
breakdown in our relationships with our preferred logistics service providers, we cannot assure you that no interruptions in our product delivery would
occur or that they would not materially and adversely affect our business, results of operations and financial condition.

As we do not have any direct control over these logistics service providers, we cannot guarantee their quality of service. In addition, services
provided by these logistics service providers could be interrupted by unforeseen events beyond our control, such as poor handling provided by these
logistics service providers, natural disasters, pandemics, adverse weather conditions, riots and labor strikes. If there is any delay in delivery, damage to
products or any other issue, we may lose customers and sales and our brand image may be tarnished.

Product defects resulting in a large-scale product recall or product liability claims against us could materially and adversely affect our business,
results of operations and reputation.

Our products are manufactured in accordance with internationally accepted quality standards and specifications provided by our customers.
However, we cannot assure you that all our products are free of defects. Consequently, any product defects identified by our customers or end users
might erode our reputation and negatively affect our customer relationships and future business. Product defects may also result in product returns and
large-scale product recalls or product liability claims against us for substantial damages. Such claims, irrespective of the outcomes or the merits, would
likely be time-consuming and costly to defend and could divert significant resources and management attention. Furthermore, even if we are able to
defend any such claim successfully, we cannot assure you that our customers will not lose confidence in our products or that our future relationships
with our customers will not be damaged. As a result, our business, results of operations, reputation and brand image could be materially and adversely
affected by any product defects.

If we are unable to maintain or enhance our brand recognition, our business, results of operations and financial condition may be materially and
adversely affected.

Maintaining and enhancing the recognition, image and acceptance of our brand are important to our ability to differentiate our products from and
to compete effectively with our peers. Our brand image, however, could be jeopardized if we fail to maintain high product quality, pioneer and keep
pace with evolving technology trends, or timely fulfill the orders for our products. If we fail to promote our brand or to maintain or enhance our brand
recognition and awareness among our customers, or if we are subject to events or negative allegations affecting our brand image or the publicly
perceived position of our brand, our business, results of operations and financial condition could be adversely affected.

Risks Relating to Our Operations
We have incurred net losses and negative cash flows from operating activities in the past, and we may not achieve or sustain profitability.

We recorded net loss of RMB37.7 million and RMB174.9 million (US$27.4 million) in 2020 and 2021, respectively. We also recorded negative
cash flows from operating activities of RMB3.0 million in 2020,
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although we generated cash flows from operating activities of RMB71.7 million (US$11.3 million) in 2021. We cannot assure you that we will be able
to generate net profit or continue to generate positive cash flow from operating activities in the future. Our ability to achieve profitability will depend in
large part on our ability to control expenses and manage our growth effectively, achieve a more stable performance given the significant fluctuation and
volatility of the prices of cryptocurrencies and blockchain mining business, and maintain our competitive advantage in the relevant markets. We expect
to continue to make investments in the development and expansion of our business, which will place significant demands on our management and our
operational and financial resources. Continuous expansion may increase the complexity of our business, and we may encounter various difficulties. We
may fail to develop and improve our operational, financial and management controls, enhance our financial reporting systems and procedures, recruit,
train and retain highly skilled personnel, or maintain customer satisfaction to effectively support and manage our growth. If we invest substantial time
and resources to expand our operations but fail to manage the growth of our business and capitalize on our growth opportunities effectively, we may not
be able to achieve profitability, and our business, results of operations and financial condition would be materially and adversely affected.

Our limited operating history and our volatile historical results of operations could make it difficult for us to forecast our business and assess the
seasonality and volatility in our business.

We have a relatively short operating history since 2019 and did not generate any revenue until 2020. Our total revenue was RMB2.1 million and
RMB39.4 million (US$6.2 million) in 2020 and 2021, respectively. As the fabless IC design market is relatively nascent and still rapidly evolving, and
due to our limited operating history and historical data, as well as the limited visibility into future demand trends for our products, we may not be able to
accurately forecast our future total revenue and budget our operating expenses accordingly. As most of our expenses are fixed in the short-term or
incurred in advance of anticipated total revenue, we may not be able to adjust our expenses in a timely manner in order to offset any shortfall in revenue.

Our business may be subject to the varying order patterns of the fabless IC design market. We may experience fluctuations in orders in the future.
Our volatile historical results of operations could make it difficult to assess the impact of seasonal factors on our business. If we or any of our third-party
manufacturing service providers are unable to increase production of new or existing products to meet any increases in demand due to seasonality or
other factors, our total revenue would be adversely affected and our reputation with our customers may be damaged.

The ongoing global coronavirus COVID-19 outbreak had caused significant disruptions in our business, which we expect will materially and
adversely affect our results of operations and financial condition.

The outbreak of COVID-19 has spread throughout the world. On March 11, 2020, the World Health Organization declared the outbreak a global
pandemic. Many businesses and social activities in China and other countries and regions have been severely disrupted in the first quarter of 2020,
including those of our suppliers, customers and employees. This global outbreak has also caused market panics, which materially and negatively
affected the global financial markets, such as the plunge of global stocks on major stock exchanges in March 2020. Such disruption and the potential
slowdown of the world’s economy in 2020 and beyond could have a material adverse effect on our results of operations and financial condition. We and
our customers experienced and may continue to experience significant business disruptions and suspension of operations due to quarantine measures to
contain the spread of the pandemic, which may cause shortage in the supply of raw materials, reduce our production capacity, increase the likelihood of
default from our customers and delay our product delivery. Our business operation was also disrupted, and may continue to be disrupted, if any of our
employees are suspected of having contracted any contagious disease or condition, since it could require our employees to be quarantined or our offices
and production to be closed down and disinfected. Moreover, regional outbreaks of COVID-19 may continue to emerge. All of these had, and may
continue to have, a material adverse effect on our results of operations and financial condition in the near term. We are closely monitoring the
development of the COVID-19 pandemic and continuously evaluating any further potential impact on our business, results of operations and financial
condition, which we believe will depend on the duration and degree of the pandemic. If the outbreak persists or escalates, we may be subject to further
negative impact on our business operations and financial condition.
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Our business requires significant financial resources, but we may not be able to obtain it in a timely manner and on favorable terms or at all.

We recorded net cash outflow from operating activities of RMB3.0 million in 2020 and incurred net loss of RMB37.7 million and RMB174.9
million (US$27.4 million) for 2020 and 2021, respectively. We have in the past financed our working capital needs primarily with our capital
contributions by and loans from shareholders.

We may require additional cash resources due to the future growth, development and expansion of our business. Our future capital requirements
may be substantial as we seek to expand our operations, diversify our product offering, and pursue acquisitions and equity investments. In addition, we
incurred accrued payables to related parties of RMB4.7 million as of December 31, 2020, and accounts payable of RMBO0.9 million and RMB2.8 million
(US$0.4 million) as of December 31, 2020 and 2021, respectively. If our cash resources are insufficient to satisfy our cash requirements, we may seek to
issue additional equity or debt securities or obtain new or expanded credit facilities or enter into additional factoring arrangements.

Our ability to obtain external financing in the future is subject to a variety of uncertainties, including our future financial condition, results of
operations and cash flows and the liquidity of international capital and lending markets. In addition, our loan agreements may contain financial
covenants that restrict our ability to incur additional indebtedness or to distribute dividends. Any indebtedness that we may incur in the future may also
contain operating and financial covenants that could further restrict our operations. We cannot assure you that financing will be available in a timely
manner or in amounts or on terms acceptable to us, or at all. A large amount of bank borrowings and other debt may result in a significant increase in
interest expense while at the same time exposing us to increased interest rate risks. Equity financings could result in dilution to our shareholders, and the
securities issued in future financings may have rights, preferences and privileges that are senior to those of our ordinary shares. Any failure to raise
needed funds on terms favorable to us, or at all, could severely restrict our liquidity as well as have a material adverse effect on our business, results of
operations and financial condition.

We may not be able to price our products at our desired margins as a result of any decrease in our bargaining power or changes in market
conditions.

We set prices for our products based on various internal and external factors, such as the cost of production, the technological contents of our
products, market conditions, and competition we face. Our ability to set favorable prices at our desired margins and accurately estimate costs, among
other factors, has a significant impact on our profitability. We cannot assure you that we will be able to maintain our pricing or bargaining power or that
our gross profit margin will not be driven down by market conditions or other factors. If we see higher pricing pressure due to intensified competition
from other manufacturers, decreases in prices to our customers in the end market or any other reasons, or if we otherwise lose bargaining power due to
weaker demand for our products, we may need to reduce the prices and lower the margins of our products. Moreover, we may not be able to accurately
estimate our costs or pass on all or part of any increase in our costs of production, and in particular, the costs of raw materials, components and parts, to
our customers. As a result, our results of operations and financial condition could be materially and adversely affected.

We may be exposed to credit risks and concentration of credit risks in relation to defaults from counterparties.

Although we require our customers to make full payment for our HTC and HPC solutions before delivery of products, and we generally do not
offer credit sales to customers, we cannot assure you that we will not offer credit sales to our customers in the future due to various internal or external
factors, such as the decrease in our bargaining power and changes in industry conditions. If this happens, a drop in the prices of Bitcoin, Ethereum or
Grin may result in lower economic returns for mining activities of our customers and adversely affect their businesses and financial condition, which
may further affect their credit profiles and their ability to settle accounts receivables. In addition, if we start to offer credit sales, we may also face
concentration of credit risks
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associated with our business. Our exposure to credit risk may be influenced mainly by the individual characteristics of each customer as well as the
industry or country in which the customers operate, and may be concentrated on few number of customers. Although we will monitor our exposure to
credit risk on an ongoing basis and make periodic judgment on impairment of overdue receivables based on the likelihood of collectability in the case
where we start offer credit sales to our customers, we cannot assure you that all of our counterparties are creditworthy and reputable and will not default
on payments in the future. If we encounter significant delays or defaults in payment by our customers or are otherwise unable to recover our accounts
receivables, our cash flow, liquidity and financial condition may be materially and adversely affected.

If we are unable to manage our growth or execute our strategies effectively, our business, results of operations and financial condition may be
materially and adversely affected.

We plan to expand the application scenarios, including but not limited to data centers and vision computing, by enhancing the quality and variety
of our chip products and solution offerings to better serve existing customers and attract new customers. We may fail to successfully execute our
expansion plan due to our limited resources and other reasons beyond our control. For example, the gain we obtain from the sales of our existing HTC
and HPC solutions may not cover our expenses of development due to a prolonged depression of cryptocurrency prices. In addition, we may face
relevant restrictions from existing and future regulations in connection with our expansion into these new business areas. See “—Risks Relating to Our
Industry—It may be or become illegal to acquire, own, hold, sell or use cryptocurrencies, participate in the blockchain, transfer or utilize similar bitcoin
assets in China or overseas markets where we operate due to adverse changes in the regulatory and policy environment in these jurisdictions.” While we
have been closely monitoring the development of the relevant regulations and have been in communication with regulatory authorities, these new
business initiatives may not be viable due to regulatory concerns. Should we fail to successfully manage our growth or implement our strategies, the
resources we allocate to the new business lines will be wasted, and our business, results of operations and financial condition could be materially and
adversely affected.

High customer concentration exposes us to all of the risks faced by our major customers and may subject us to significant fluctuations or declines in
revenues.

Our customers include both enterprises and individuals. A limited number of our major customers, however, have contributed a significant portion
of our revenues in the past. In 2020 and 2021, respectively, we generated approximately 47.0% and 59.0% of our total revenues from our largest
customer and approximately 94.0% and 85.0% from the top five largest customers. Although we continually seek to diversify our customer base, we
cannot assure you that the proportion of the revenue contribution from these customers to our total revenues will decrease in the near future.
Dependence on a limited number of major customers will expose us to the risks of substantial losses and extend the turnover days if any of them reduces
or even ceases business collaborations with us. Specifically, any one of the following events, among others, may cause material fluctuations or declines
in our revenues and have a material and adverse effect on our business, results of operations, financial condition and prospects:

. an overall decline in the business of one or more of our significant customers;

. the decision by one or more of our significant customers to switch to our competitors;

. the reduction in the prices of our products agreed by one or more of our significant customers;

. the failure or inability of any of our significant customers to make timely payment for our products; or

. regulatory developments that may negatively affect the business of one or more of our significant customers or cryptocurrency mining

activities in general.

If we fail to maintain relationships with these major customers, and if we are unable to find replacement customers on commercially desirable
terms or in a timely manner or at all, our business, financial condition, results of operations and prospects may be materially and adversely affected.

28



Table of Contents

Our prepayments to suppliers may subject us to counterparty risk associated with such suppliers and negatively affect our liquidity.

We are required to prepay some of our suppliers before the service is provided to secure the supplier’s production capacity. The amount of our
prepayments may significantly increase as we continue to pursue technological advancement. We are subject to counterparty risk exposure to our
suppliers. Any failure by our suppliers to perform their contract obligations on a timely manner and/or with our requested quality may cause us fail to
fulfill customers’ orders accordingly. In such event, we may not be able to regain the prepayment in a timely manner or in full, even though our
suppliers are obligated to return such prepayments under specified circumstances as previously agreed upon. Furthermore, if the cash outflows for the
prepayments significantly exceed the cash inflows during any period, our future liquidity position will be adversely affected.

If we fail to maintain appropriate inventory levels in line with the approximate level of demand for our products, we could lose sales or face
excessive inventory risks and holding costs.

On the one hand, to operate our business successfully and meet our customers’ demands and expectations, although we usually only offer advance
sale in most of circumstances, we must still maintain a certain level of finished goods inventory to ensure immediate delivery when required. We are
also required to maintain an appropriate level of raw materials for our production. However, forecasts are inherently uncertain. If our forecasted demand
is lower than what eventually transpires, we may not be able to maintain an adequate inventory level of our finished goods or produce our products in a
timely manner, and we may lose sales and market share to our competitors. On the other hand, we may also be exposed to increased inventory risks due
to accumulated excess inventory of our products or raw materials, parts and components for our products. Excess inventory levels may lead to increases
in inventory holding costs, risks of inventory obsolescence and provisions for write-downs, which will materially and adversely affect our business,
results of operations and financial condition.

In order to maintain an appropriate inventory level of finished goods and raw materials to meet market demand, we adjust our procurement
amount and production schedule from time to time based on customers’ orders and anticipated demand. We also carry out an inventory review and an
aging analysis on a regular basis. We may make provision for the obsolete and slow-moving inventory of raw materials and finished goods that are no
longer suitable for use in production or sale depending on future changes of our inventory strategy. However, we cannot guarantee that these measures
will always be effective and that we will be able to maintain an appropriate inventory level. We may also be exposed to the risk of holding excessive
inventory, including older generation IC products that are less marketable which may increase our inventory holding costs and subject us to the risk of
inventory obsolescence or write-offs, which could have a material adverse effect on our business, results of operations and financial condition. If we
cannot maintain an appropriate inventory level, we may lose sales and market share to our competitors.

Our export of products to foreign countries such as the United States, may be subject to high tariff rates resulting from protectionism trade policies,
and as a result, our future sales volumes, profitability and results of operations will be materially and adversely affected.

Historically, only a small portion of our products were exported to the United States. However, as our sales continue to ramp up, export of our
products to the United States may increase. The United States and China had previously been involved in controversy over trade barriers in China that
have threatened a trade war between these two countries, and had implemented or proposed to implement tariffs on certain imported products. Though
we are not aware of any trade policies announced by the United States that may directly impact the export of our IC products as of the date of this
prospectus, we cannot accurately predict whether any anti-dumping duties, tariffs or quota fees will be imposed on our HTC and HPC solutions by the
United States in the future. Any export requirements, tariffs, taxes and other restrictions and charges imposed by the United States on our IC products
could significantly increase our customers’ purchase costs of our products and make our products less
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competitive in the U.S. market. As a result, our future sales volumes, profitability and results of operations could be adversely affected.

In addition, we also intend to increase our export of HTC and HPC solutions and distributed computing and data storage solutions to other
overseas markets such as the European Union. However, the worldwide populism trend that calls for protectionism trade policy and potential
international trade disputes could cause turbulence in the international markets. These government policies or trade barriers could increase the prices of
our products and cause us to lose our sales and market share to our competitors in these countries.

We may be unable to make the substantial research and development investments that are required to remain competitive in our business.

Advances in technologies, such as blockchain, artificial intelligence and cloud computing, have led to increased demand for ICs of higher
performance and power efficiency for solving computational problems of increasing complexity. We intend to broaden our product offerings to design
and develop solutions covering more application scenarios, including vision computing and privacy computing. We are committed to investing in new
product development in order to stay competitive in our markets. Nevertheless, if we are unable to generate enough revenue or raise enough capital to
make adequate research and development investments going forward, our product development and relevant research and development initiatives may
be restricted or delayed, or we may not be able to keep pace with the latest market trends and satisfy our customers’ needs, which could materially and
adversely affect our results of operations. Furthermore, our substantial research and development expenditures may not yield the expected results that
enable us to roll out new products, which in turn will harm our prospects and results of operations.

We require various approvals, licenses, permits and certifications to operate our business. If we fail to obtain or renew any of these approvals,
licenses, permits or certifications, it could materially and adversely affect our business and results of operations.

In accordance with the laws and regulations in the jurisdictions in which we operate, we are required to maintain various approvals, licenses,
permits and certifications in order to operate our business or engage in the business we plan to enter into. Complying with such laws and regulations
may require substantial expenses, any non-compliance may expose us to liability. In the event of that government authorities consider us to be in
non-compliance, we may have to incur significant expenses and divert substantial management time to rectify the incidents. If we fail to obtain all the
necessary approvals, licenses, permits and certifications, we may be subject to fines or the suspension of operations of the facilities that do not have the
requisite approvals, licenses, permits or certifications, which would adversely affect our reputation, business and results of operations. See “Regulation”
for further details on the requisite approvals license permits and certifications.

We may encounter difficulties in recruiting and retaining key personnel.

Our future growth and success depend to a significant extent on the continuing service and contribution of our engineers and senior management
personnel. Many of these key personnel are highly skilled and experienced and are difficult to recruit and retain, particularly as we seek to expand our
business with respect to the HTC and HPC solutions and distributed computing and data storage solutions. Competition for recruiting qualified
personnel is intense, and recruiting personnel with the combination of skills and attributes required to execute our business strategy may be difficult,
time-consuming and expensive. As a result, the loss of any key personnel or failure to recruit, train or retain qualified personnel could have a significant
negative impact on our operations.

We may become a target for public scrutiny, including complaints to regulatory agencies, negative media coverage, and malicious allegations, all of
which could severely damage our reputation and materially and adversely affect our business and prospects.

We may become a target for public scrutiny, including complaints to regulatory agencies, negative media coverage, and malicious allegations.
Certain features of cryptocurrency networks, such as decentralization,
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independence from sovereignty and anonymity of transactions, create the possibility of heightened attention from the public, regulators and the media.
Heightened regulatory and public concerns over us and cryptocurrency-related issues may subject us to additional legal and social responsibilities and
increased scrutiny and negative publicity over these issues, due to our leading position in the industry. From time to time, these allegations, regardless of
their veracity, may result in consumer dissatisfaction, public protests or negative publicity, which could result in government inquiry or substantial harm
to our brand, reputation and operations.

Moreover, as our business expands and grows, both organically and through acquisitions of and investments in other businesses, domestically and
internationally, we may be exposed to heightened public scrutiny in jurisdictions where we already operate as well as in new jurisdictions where we may
operate. We cannot assure you that we would not become a target for regulatory or public scrutiny in the future or that scrutiny and public exposure
would not severely damage our reputation as well as our business and prospects.

We may face difficulties in protecting our intellectual property rights.

We rely on our intellectual property rights, and in particular, our patents, software copyrights and our registered IC layout designs of our ICs. Even
though we have successfully registered certain of our intellectual property rights in China, it may be possible for a third party to imitate or use our
intellectual property rights without authorization. Additionally, we have developed and utilized some intellectual property that has not been registered. If
a third party misuses or misappropriates our intellectual property, we may not be able to easily differentiate our products from the others in the market.
As a result, we may be forced into an adverse price competition that reduces our profit margin. As we develop new technologies, we will need to
continue to apply for intellectual property rights protections. There is no guarantee that we will be able to obtain valid and enforceable intellectual
property rights in China or in other relevant jurisdictions as needed. Even when we are able to obtain such protections, there is no guarantee that we will
be able to effectively enforce our rights.

In addition, we have entered and may, from time to time, enter into cooperation agreements with cooperation partners to develop new IC products.
Depending on the specific terms of each cooperation agreement, we may solely own or share with such partners the intellectual property developed
under such agreement. Although we typically entered into confidentiality agreements with our cooperation partners for the protection of our intellectual
property, they may not protect our intellectual property with the same degree of care as we use, even in the case where they own part of the intellectual
property. Such cooperation may expose us to risks of misuse or misappropriation of our intellectual property by third parties. We may also find it
difficult to assert or claim that third parties infringed our intellectual property rights due to the faults of our cooperation partners, which may lead to
unraveling relationships between our cooperation partners and us.

In this respect, we may incur expenses and efforts to monitor and enforce our intellectual property rights. Infringement of our intellectual property
rights and the resulting diversion of resources to protect such rights through litigation or other means could also adversely affect our profitability.

Third parties have claimed and may, from time to time, assert or claim that we infringed their intellectual property rights, and any failure to protect
our intellectual property rights could have a material adverse impact on our business.

We operate in an industry where players own a large number of patents and other intellectual property rights that are material to operations and
will vigorously pursue, protect and defend these rights. Our competitors or other third parties may allege to own intellectual property rights and interests
that could potentially conflict with our own. It is difficult to monitor all of the patent applications and other intellectual property rights protection
registrations or applications that may be filed in China or in other relevant jurisdictions. If we offer products that may potentially infringe on such
pending applications and the applications are granted, third parties may initiate intellectual infringement claims against us.
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As we expand our operations with new products and into new markets, the chances of encountering infringement claims by third parties will
increase. We may incur substantial costs in defending or settling such disputes and such actions could divert significant resources and management
attention. If any such claim against us is successful, we may not have a legal right to continue to manufacture and sell the relevant products that are
found to have incorporated the disputed intellectual property. The success of such claims may also result in an increase in our costs, including additional
royalties, licensing fees or further research and development costs to develop non-infringing alternatives, and negatively affect our profitability.
Moreover, such claims, whether successful or not, may cause significant damage to our reputation and a loss of customers, as a result of which our
business, results of operations and financial condition could be materially and adversely affected.

Cybersecurity incidents, including data security breaches or computer viruses, could harm our business by disrupting our delivery of services,
damaging our reputation or exposing us to liability.

We receive, process, store and transmit, often electronically, the data of our customers and others, much of which is confidential. Unauthorized
access to our computer systems or stored data could result in the theft, including cyber-theft, or improper disclosure of confidential information, and the
deletion or modification of records could cause interruptions in our operations. These cyber-security risks increase when we transmit information from
one location to another, including over the Internet or other electronic networks. Despite the security measures we have implemented, our facilities,
systems and procedures, and those of our third-party service providers, may be vulnerable to security breaches, acts of vandalism, software viruses,
misplaced or lost data, programming or human errors or other similar events which may disrupt our delivery of services or expose the confidential
information of our customers and others. Any security breach involving the misappropriation, loss or other unauthorized disclosure or use of
confidential information of our customers or others, whether by us or a third party, could subject us to civil and criminal penalties, have a negative
impact on our reputation, or expose us to liability to our customers, third parties or government authorities. We are not aware of such breaches to date.
Any of these developments could have a material adverse effect on our business, results of operations and financial condition.

If we suffer failure or disruption in our information systems, our ability to effectively manage our business operations could be adversely affected.

We use information systems to obtain, process, analyze and manage data crucial to our business such as our enterprise resource planning system.
We use these systems to, among other things, monitor the daily operations of our business, maintain operating and financial data, manage our
distribution network as well as manage our research and development activities, production operations and quality control systems. Any system damage
or failure that interrupts data input, retrieval or transmission or increases service time could disrupt our normal operations. In particular, our operations
could be disrupted if such damage or failure includes any security breach caused by hacking or cybersecurity incidents, involves efforts to gain
unauthorized access to our information or systems, or causes intentional malfunctions, loss or corruption of data, software or hardware, the intentional or
inadvertent transmission of computer viruses and similar events or third-party actions. We cannot assure you that we will be able to effectively handle a
failure of our information systems, or that we will be able to restore our operational capacity in a timely manner to avoid disruption to our business. The
occurrence of any of these events could adversely affect our ability to effectively manage our business operations and negatively impact our reputation.

We currently do not have insurance coverage covering all risks related to our business and operations.

We do not maintain insurance policies covering all of our business risks, such as risks relating to properties, receivables, goods in transit and
public liability. We cannot assume you that the insurance coverage we currently have would be sufficient to cover our potential losses. See “Business—
Insurance” for more information on the insurance policies maintained by us. In the event there is any damage to any assets or incidents for which we do
not have sufficient insurance coverage, if at all, we would have to pay for the difference ourselves where our cash flow and liquidity could be negatively
affected.
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If we fail to comply with labor, work safety or environmental regulations, we could be exposed to penalties, fines, suspensions or action in other
Sforms.

Our operations are subject to the labor, work safety and environmental protection laws and regulations promulgated by the PRC government and
the laws and regulations of other jurisdictions which may be applicable to us. These laws and regulations require us to pay social insurance, maintain
safe working conditions and adopt effective measures to control and properly dispose of solid waste and other environmental pollutants. We could be
exposed to penalties, fines, suspensions or actions in other forms if we fail to comply with these laws and regulations. The laws and regulations in China
may be amended from time to time and changes in those laws and regulations may cause us to incur additional costs in order to comply with the more
stringent rules. In the event that changes to existing laws and regulations require us to incur additional compliance costs or require costly changes to our
production process, our costs could increase and we may suffer a decline in sales for certain products, as a result of which our business, results of
operations and financial condition could be materially and adversely affected.

Failure to qualify for or obtain any preferential tax treatments that are available in China could adversely affect our results of operations and
financial condition.

The modified Enterprise Income Tax Law, effective on February 24, 2017, or the EIT Law, and its implementation rules generally impose a
uniform income tax rate of 25% on all enterprises but grant preferential treatment to the High and New Technology Enterprises, or the HNTEs, to enjoy
a preferential enterprise tax rate of 15%. Zhejiang Nanomicro was accredited as an HNTE on December 16, 2021 and are eligible for a preferential
enterprise tax rate of 15% if it satisfies the criteria of HNTEs in each year of the accredited period. According to the relevant administrative measures, to
qualify as an HNTE, Zhejiang Nanomicro must satisfy certain financial and non-financial criteria and complete verification procedures with the
administrative authorities. We cannot assure you that such policy will continue in the future, nor that Zhejiang Nanomicro will continue to be qualified
as an HNTE. Moreover, continued qualification as an HNTE is subject to a three-year review by the relevant government authorities in China, and in
practice, certain local tax authorities also require annual evaluation of such qualification. In the event that Zhejiang Nanomicro fails to obtain
accreditation as an HNTE or are not verified by the local tax authorities, and fails to obtain preferential income tax treatment based on other
qualifications, it will continue to be subject to the standard PRC enterprise income tax rate of 25%. We cannot assure you that the tax authorities will
approve the preferential tax rate of 15% as a matter of course even if Zhejiang Nanomicro has been accredited as an HNTE.

Our business operations and international expansion are subject to geopolitical risks.

Our business operation and international expansion is subject to geopolitical risks. Any significant deterioration in the international relationship
may have a negative impact on the ability of our production partners to fulfill their contractual obligations and ship the IC products to us, which could
have a material and adverse effect on our business, financial condition and results of operations.

We exported our products to various countries outside of China and derive sales from exporting to those countries, and we intend to continue to
sell our current and future products to countries outside of China. Additionally, we rely on the supply of certain tools, such as our electronic design
automation, a development tool, from certain overseas providers. Changes to trade policies, treaties and tariffs in or affecting the jurisdictions in which
we operate and to which we sell our products, or the perception that these changes could occur, could adversely affect the financial and economic
conditions in those jurisdictions, as well as our international sales, results of operations and financial condition.

Any global systemic economic and financial crisis could negatively affect our business, results of operations and financial condition.

Any prolonged slowdown in the Chinese or global economy may have a negative impact on our business, results of operations and financial
condition. For example, the global financial markets have experienced
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significant disruptions since 2008 and the United States, Europe and other economies have experienced periods of recession. The recovery from the
lows of 2008 and 2009 has been uneven and there are new challenges, including the escalation of the European sovereign debt crisis from 2011 and the
slowdown of the PRC’s economic growth since 2012, which may continue. The market panics over the global outbreak of coronavirus COVID-19 and
the drop in oil price have materially and negatively affected the global financial markets in March 2020, which may cause a potential slowdown of the
world’s economy. See “—Risks Relating to Our Operations—The ongoing global coronavirus COVID-19 outbreak has caused significant disruptions in
our business, which we expect will materially and adversely affect our results of operations and financial condition.” Additionally, there is considerable
uncertainty over the long-term effects of the expansionary monetary and fiscal policies adopted by the central banks and financial authorities of some of
the world’s leading economies, including the United States and China. There have also been concerns over unrest in Ukraine, the Middle East and
Africa, which have resulted in volatility in financial and other markets. There have also been concerns over the United Kingdom leaving the European
Union as well as the significant potential changes to United States trade policies, treaties and tariffs, including trade policies and tariffs regarding China.
There have also been concerns about the economic effect of the tensions in the relationship between China and surrounding Asian countries. There were
and could be in the future a number of domino effects from such turmoil on our business, including significant decreases in orders from our customers;
insolvency of key suppliers resulting in product delays; inability of customers to obtain credit to finance purchases of our products and/or customer
insolvencies; and counterparty failures negatively impacting our operations. Any systemic economic or financial crisis could cause revenues for the
semiconductor industry as a whole to decline dramatically and could materially and adversely affect our results of operations.

We face risks of natural disasters, acts of God and occurrence of epidemics, which could severely disrupt our business operations.

Natural disasters, epidemics and other acts of God which are beyond our control may adversely affect the economy, infrastructure and livelihood
of the people in China and may materially and adversely affect our operations as our facilities and offices are located in China. Material damage to, or
the loss of, such facilities due to fire, severe weather, flood, earthquake, or other acts of God or cause may not be adequately covered by proceeds of our
insurance coverage and could materially and adversely affect our business and results of operations. Any outbreaks of contagious disease, acts of war or
terrorist attacks may cause damage or disruption to our business, our employees and our markets, any of which could adversely impact our business,
results of operations and financial condition.

If we grant employees share options or other equity incentives in the future, our net income could be adversely affected.

We plan to adopt a share incentive plan and may grant options after its adoption. We are required to account for share-based compensation
expenses in accordance with Financial Accounting Standards Board Accounting Standards Codification Topic 718, Compensation—Stock
Compensation, which generally requires a company to recognize, as an expense, the fair value of share options and other equity incentives to employees
based on the fair value of equity awards on the date of the grant, with the compensation expense recognized over the period in which the recipient is
required to provide service in exchange for the equity award. If we grant options or other equity incentives in the future, we could incur significant
compensation charges and our financial condition could be adversely affected.

If we fail to implement and maintain an effective system of internal controls to remediate our material weakness over financial reporting, we may be
unable to accurately or timely report our results of operations, meet our reporting obligations or prevent fraud, and investor confidence and the
market price of the ADSs may be materially and adversely affected.

Prior to this offering, we have been a private company with limited accounting and financial reporting personnel and other resources to address
our internal controls and procedures. In connection with the audits of
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our consolidated financial statements as of and for the years ended December 31, 2019 and 2020, we and our independent registered public accounting
firm identified one material weakness in our internal control over financial reporting. As defined in the standards established by the Public Company
Accounting Oversight Board of the United States, a “material weakness” is a deficiency, or a combination of deficiencies, in internal control over
financial reporting such that there is a reasonable possibility that a material misstatement of the company’s annual or interim financial statements will
not be prevented or detected on a timely basis. The material weakness identified is related to lack of sufficient accounting personnel who possess
adequate knowledge in financial reporting in accordance with U.S. GAAP. We intend to implement a number of measures to address this material
weakness in our internal control over financial reporting. We cannot assure you, however, that these measures may fully address these deficiencies in our
internal control over financial reporting or that we may conclude that they have been fully remedied.

Upon the completion of this offering, we will become a public company in the United States subject to the Sarbanes-Oxley Act of 2002.
Section 404 of the Sarbanes-Oxley Act of 2002, or Section 404, will require that we include a report of management on our internal control over
financial reporting in our annual report on Form 20-F beginning with our second annual report on Form 20-F after becoming a public company. In
addition, once we cease to be an “emerging growth company” as such term is defined in the JOBS Act, our independent registered public accounting
firm must attest to and report on the effectiveness of our internal control over financial reporting. Our management may conclude that our internal
control over financial reporting is not effective. Moreover, even if our management concludes that our internal control over financial reporting is
effective, our independent registered public accounting firm, after conducting its own independent testing, may issue a report that is qualified if it is not
satisfied with our internal controls or the level at which our controls are documented, designed, operated or reviewed, or if it interprets the relevant
requirements differently from us. In addition, after we become a public company, our reporting obligations may place a significant strain on our
management, operational and financial resources and systems for the foreseeable future. We may be unable to timely complete our evaluation testing
and any required remediation. During the course of documenting and testing our internal control procedures, in order to satisfy the requirements of
Section 404, we may identify other weaknesses and deficiencies in our internal control over financial reporting.

In addition, if we fail to maintain the adequacy of our internal control over financial reporting, as these standards are modified, supplemented or
amended from time to time, we may not be able to conclude on an ongoing basis that we have effective internal control over financial reporting in
accordance with Section 404. Generally, if we fail to achieve and maintain an effective internal control environment, we could suffer material
misstatements in our financial statements and fail to meet our reporting obligations, which would likely cause investors to lose confidence in our
reported financial information. This could in turn limit our access to capital markets, harm our results of operations, and lead to a decline in the trading
price of the ADSs. Additionally, ineffective internal control over financial reporting could expose us to increased risk of fraud or misuse of corporate
assets and subject us to potential delisting from the stock exchange on which we list, regulatory investigations and civil or criminal sanctions. We may
also be required to restate our financial statements from prior periods.

Risks Relating to Our Industry

It may be or become illegal to acquire, own, hold, sell or use cryptocurrencies, participate in the blockchain, transfer or utilize similar bitcoin assets
in China or overseas markets where we operate due to adverse changes in the regulatory and policy environment in these jurisdictions.

We generated all of our revenue from sales in China in 2020. Our blockchain mining solution business could be significantly affected by, among
other things, the regulatory and policy developments in China and overseas jurisdictions. Governmental authorities are likely to continue to issue new
laws, rules and regulations governing the blockchain and cryptocurrency industry we operate in and enhance enforcement of existing laws, rules and
regulations. For example, the People’s Bank of China, or the PBOC, Ministry of Industry and
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Information Technology, State Administration for Industry and Commerce, China Banking Regulatory Commission, China Securities Regulatory
Commission and China Insurance Regulatory Commission issued “Announcement on Preventing Token Fundraising Risks” on September 4, 2017,
prohibiting all organizations and individuals from engaging in initial coin offering transactions. On May 21, 2021, the Financial Stability and
Development Committee of the PRC State Council mentioned the need to resolutely crack down on bitcoin mining and trading activities. On June 18,
2021, the “Notice of the Sichuan Provincial Development and Reform Commission and the Sichuan Provincial Energy Administration on the Cleanup
and Shutdown of Virtual Currency Mining Projects” required electricity companies within Sichuan Province in China to close down power supply to
businesses involved in cryptocurrency mining. On June 21, 2021, the PBOC was reported to have held interviews with certain financial institutions in
China, and stressed that banks and other financial institutions in China shall strictly implement the “Guarding Against Bitcoin Risks” and the
“Announcement on Preventing Token Fundraising Risks” and other regulatory requirements, diligently fulfill their customer identification obligations,
and shall not provide account opening, registration, trading, clearing, settlement and other services related to blockchain and cryptocurrency business.
On September 14, 2021, ten ministries and commissions, including PBOC, CAC and the Supreme People’s Court of PRC, published the Notice about
Further Prevention and Disposal of Cryptocurrency Trading and Speculation Risk, which clarifies that certain cryptocurrency-related businesses are
illegal financial activities and emphasizes the establishment of a mechanism to deal with risks related to cryptocurrency trading and speculation,
strengthening the monitoring and warning of cryptocurrency trading and speculation risk, and the establishment of a multi-dimensional and multi-level
risk prevention and disposal system. Furthermore, on January 10, 2022, the “Decision of the National Development and Reform Commission on
Amending the Industrial Structure Adjustment Guidance Catalog (2019 Version)” was approved at the 20th executive meeting, which added
cryptocurrency mining activities to the elimination category in the Industrial Structure Adjustment Guidance Catalog (2019 Version), and as such,
investments in activities in the elimination category, including cryptocurrency mining activities, are prohibited in China. These regulations may severely
restrict our ability to expand our business or serve our customers in China. We cannot assure you that government authorities in China will not introduce
further enhanced regulation over the cryptocurrency industry that may lead to our inability to operate in China at all.

In light of these developments in China, we are in the process of expanding our business in the overseas IC markets. We may be subject to
restrictions relating to the transfer of blockchain mining solutions out of China, as China has recently strengthened regulations on exports of goods,
technology and services. Specifically, for computers and related components used in blockchain mining solutions, exporting enterprises should carefully
evaluate whether the mining solutions, their components, and any data or information contained are subject to export restrictions, and therefore are
required to go through relevant export licensing procedures before such mining solutions can be transported out of China. The relevant restrictions that
apply to the transfer of blockchain mining solutions by us include, but are not limited to, the Catalogue of Goods Prohibited from Export, the Catalogue
of Goods Subject to Export License Management, the Catalogue of Technologies Prohibited from Export and Restricted from Export in China, the
Catalogue for the Administration of Import and Export Licenses of Dual-use Items and Technologies, and other applicable export control catalogues and
lists. If we are deemed to have violated export restrictions or data security regulations in China or otherwise become subject to government
interferences, we may be subject to administrative penalties or criminal investigation by relevant government authorities and our business expansion in
overseas markets may be delayed, interrupted or compromised.

Some jurisdictions, including China, restrict various uses of cryptocurrencies, including the use of cryptocurrencies as a medium of exchange, the
conversion between cryptocurrencies and fiat currencies or between cryptocurrencies, the provision of trading and other services related to
cryptocurrencies by financial institutions and payment institutions, and initial coin offerings and other means of capital raising based on
cryptocurrencies. We cannot assure you that these jurisdictions will not enact new laws or regulations that further restrict activities related to
cryptocurrencies.

In addition, cryptocurrencies may be used by market participants for black market transactions to conduct fraud, money laundering and terrorism-
funding, tax evasion, economic sanction evasion or other illegal activities.
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As a result, governments may seek to regulate, restrict, control or ban the mining, use, holding and transferring of cryptocurrencies. We may not be able
to eliminate all instances where other parties use our products to engage in money laundering or other illegal or improper activities. We cannot assure
you that we will successfully detect and prevent all money laundering or other illegal or improper activities which may adversely affect our reputation,
business, financial condition and results of operations. With advances in technology, cryptocurrencies are likely to undergo significant changes in the
future. It remains uncertain whether Bitcoin, Ethereum, Ethereum Classic, Grin or Filecoin will be able to comply with, or benefit from, those changes.
In addition, as mining activities employ sophisticated and high computing power devices that need to consume large amounts of electricity to operate,
future developments in the regulation of energy consumption, including possible restrictions on energy usage in the jurisdictions where we sell our
products, may also affect our business operations and the demand for our blockchain mining solutions. There has been negative public reaction to the
environmental impact of mining activities, particularly the large consumption of electricity, and governments of various jurisdictions have responded.
For example, in the United States, certain local governments of the state of Washington have discussed measures to address the environmental impacts
of Bitcoin-related operations, such as the high electricity consumption of Bitcoin mining activities.

The current regulatory environment in foreign markets, including the United States, and any adverse changes in that environment, could have a
material adverse impact on our blockchain products business.

We currently export our products to various overseas markets and intend to develop our business and operations in jurisdictions outside China in
the future. Our blockchain mining solution business could therefore be significantly affected by regulatory developments in jurisdictions outside China,
including the United States. Governmental authorities, including those in the United States, oversee certain aspects of the cryptocurrency markets, have
taken actions based on current laws and regulations, and are likely to continue to issue new laws, rules and regulations governing the cryptocurrency
industry we operate in. As a result, and as discussed further below, existing and future regulations affecting the mining, holding, using or transferring of
cryptocurrencies may adversely affect our future business operations and results of operations, and could even result in our or our customers’ liability
for activities conducted by our customers. As described under United States federal and state securities laws may specifically limit our ability and the
ability of our customers to use our blockchain mining solutions where these operations are conducted in connection with cryptocurrencies that are
considered “securities” for purposes of U.S. law. The likely status of cryptocurrencies as securities could limit distributions, transfers or other actions
involving such cryptocurrencies, including mining, in the United States. For example, the distribution of cryptocurrencies to miners through the mining
process could be deemed to involve an illegal offering or distribution of securities subject to federal or state law. In addition, miners on cryptocurrency
networks could, under certain circumstances, be viewed as statutory underwriters or as “brokers” subject to regulation under the Securities Exchange
Act of 1934. This could require us or our customers to change, limit, or cease their mining operations, register as broker-dealers and comply with
applicable law, or be subject to penalties, including fines. In addition, we could have liability for facilitating their illegal activities.

Furthermore, cryptocurrencies are subject to additional U.S. laws and regulations related to transactions in commodities as enforced by the
Commodity Futures Trading Commission, or CFTC, and to money transmission, money service business, anti-money laundering, and know-your-
customer activities as enforced by the Department of the Treasury’s Financial Crimes Enforcement Network, or FinCEN, and by state governments.
We or our customers could be subject to regulatory restrictions or regulatory actions based on these laws and regulations.

Any restrictions imposed by a foreign government could force us to restructure operations, perhaps significantly, which could result in significant
costs and inefficiencies that harm our profitability, or even cause us to cease operations in the applicable jurisdiction. In addition, existing and proposed
laws and regulations can delay or impede the development of new products, result in negative publicity, decrease demand for our products, require
significant management time and attention, and subject us to claims or other remedies, including fines or demands that we modify or cease existing
business practices.
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In addition, any action brought against us or our customers by a foreign regulator, or by an individual in a private action, based on foreign law
could cause us or our customers to incur significant legal expenses and divert our management’s attention from the operation of the business. If our or
our customers’ operations are found to be in violation of any laws and regulations, we or they may be subject to penalties associated with the violation,
including civil and criminal penalties, damages and fines. This could in turn require us to curtail or cease all or some operations. Regulatory action or
regulatory change could also decrease demand for our products, which would be harmful to the success of our business.

The industries in which we operate are characterized by constant changes. If we fail to continuously innovate and provide products that meet the
expectations of our customers, we may be unable to attract new customers or retain existing customers, and hence our business and results of
operations may be adversely affected.

The industries in which we operate are characterized by constant changes, including rapid technological evolution, continual shifts in customer
demands, frequent introductions of new products and solutions, and constant emergence of new industry standards and practices. Thus, our success will
depend, in part, on our ability to respond to these changes in a cost-effective and timely manner. We need to anticipate the emergence of new
technologies and assess their market acceptance. We also need to invest significant resources in research and development in order to keep our products
competitive in the market.

However, research and development activities are inherently uncertain, and we might encounter practical difficulties in commercializing our
research and development results, which could result in excessive research and development expenses or delays. Given the fast pace with which
blockchain has been and will continue to be developed, we may not be able to timely upgrade our technologies in an efficient and cost-effective manner,
or at all. In addition, new developments in artificial intelligence, deep learning, Internet-of-things, computer vision, blockchain and cryptocurrency
could render our products obsolete or unattractive. If we are unable to keep up with the technological developments and anticipate market trends, or if
new technologies render our technologies or solutions obsolete, customers may no longer be attracted to our products. As a result, our business, results
of operations and financial condition would be materially and adversely affected.

Increasing mining difficulty could result in downward pressure on the expected economic returns on Bitcoin, Ethereum and Grin mining.

The mining difficulty for Bitcoin, Ethereum and Grin, or the amount of computational resources required for a set amount of reward for recording
a new block, directly affects the expected economic returns for Bitcoin, Ethereum and Grin miners, which in turn affects the demand for our HTC and
HPC solutions. Mining difficulty is a measure of how much computing power is required to record a new block, and it is affected by the total amount of
computing power in the Bitcoin, Ethereum or Grin network. Taking Bitcoin as an example, the Bitcoin algorithm is designed so that one block is
generated, on average, every ten minutes, no matter how much computing power is in the network. Thus, as more computing power joins the network,
and assuming the rate of block creation does not change (remaining at one block generated every ten minutes), the amount of computing power required
to generate each block and hence the mining difficulty increases. In other words, based on the current design of the Bitcoin network, Bitcoin mining
difficulty would increase together with the total computing power available in the Bitcoin network, which is in turn affected by the number of Bitcoin
mining machines in operation. For example, Bitcoin mining difficulty would increase based on increases in the total computing power available in the
Bitcoin network, which is in turn affected by the number of Bitcoin mining machines in operation. From January 2017 to December 2019, Bitcoin
mining difficulty increased by approximately 35 times, according to Blockchain.info. The same applies to Ethereum. As a result, a strong growth in
sales of our HTC and HPC solutions can contribute to further growth in the total computing power in each cryptocurrency’s respective network, thereby
driving up the difficulty of mining and resulting in downward pressure on the expected economic return of blockchain mining and the demand for, and
pricing of, our products. Although, in May 2021, more than 54% of Bitcoin’s hash rate, which is the collective computing power of miners worldwide,
has dropped off the network since its market peak as China cracked down on mining, the Bitcoin network may recovery from such decrease in the hash
rate very soon and drive up the mining difficult again.
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In addition, the number of Bitcoins awarded for solving a block in the blockchain halves approximately every four years until the estimated
complete depletion of Bitcoin by around the year 2140. In each of 2013, 2014 and 2015, approximately 25 Bitcoins were awarded for each block solved.
The number of Bitcoins awarded for solving a block halved in 2016 to 12.5 Bitcoins per block and halved in 2020 to 6.25 Bitcoins per block. It is
expected to halve again in 2024 to 3.125 Bitcoins per block. It is unclear how the market will react to future reward halving events and how the Bitcoin
price and the expected economic returns on Bitcoin mining will be affected. Similar mechanism applies to Ethereum and Grin as well.

Aside from mining rewards, transaction fees are another form of incentive for participation in Bitcoin, Ethereum and Grin verification processes.
Bitcoin, Ethereum and Grin users may offer to pay a discretionary transaction fee to the network member who solves the block and adds that user’s
transaction to the blockchain to incentivize prioritizing that user’s transaction. Transaction fees are discretionary, so if the transaction fees were to
become the only or primary income for Bitcoin, Ethereum or Grin mining activities in the future, the expected economic returns from Bitcoin, Ethereum
or Grin mining and therefore the demand for our HTC and HPC solutions will decrease significantly, which will result in a significant negative impact
on our business and results of operations.

If any person, institution or a pool of them acting in concert obtains control of more than 50% of the processing power active on the Bitcoin,
Ethereum or Grin, such person, institution or a pool of them could prevent new transactions from gaining confirmations, halt payments between
users, and reverse previously completed transactions, which would erode user confidence in Bitcoin, Ethereum or Grin.

If the award of Bitcoin, Ethereum or Grin for solving blocks and transaction fees for recording transactions are not sufficiently high to incentivize
miners, miners may cease expending processing power to solve blocks. Miners ceasing operations would reduce the collective processing power on the
Bitcoin, Ethereum or Grin network, which would adversely affect the confirmation process for transactions and make the Bitcoin, Ethereum or Grin
network more vulnerable to any person, institution or a pool of them which has obtained over 50% control over the computing power on the Bitcoin,
Ethereum or Grin network. In such event, such person, institution or a pool of them could prevent new transactions from gaining confirmation, halt
payments between users, and reverse previously completed transactions. Such changes or any reduction in confidence in the confirmation process or
processing power of the Bitcoin, Ethereum or Grin network may erode user confidence in Bitcoin, Ethereum or Grin, which would decrease the demand
for our products.

The decentralized nature of cryptocurrency may be subject to challenges, which could negatively affect our results of operations.

A key reason for Bitcoin, Ethereum, Grin and other cryptocurrencies to have attracted many new and committed users in a short period of time is
its decentralized nature, or the lack of control by a central authority. However, there are divergent views on the decentralized nature of cryptocurrencies.
For example, there are claims that most of the actual services and businesses built within the Bitcoin ecosystem are in fact centralized since they are run
by specific people, in specific locations, with specific computer systems, and that they are susceptible to specific regulations. Individuals, companies or
groups, as well as cryptocurrency exchanges that control vast amounts of Bitcoin can affect the market price of Bitcoin. Furthermore, mining equipment
production and mining pool locations may become centralized. The concerns or skepticism about the decentralized nature of Bitcoin may cause
customers to lose confidence in the Bitcoin industry’s prospects. This in turn could adversely affect the market demand for our blockchain mining
solutions and our business. Furthermore, the possibility that a person or a coordinated group of people may gain more than 50% control of the process
power active on Bitcoin and be able to manipulate transactions, despite the intended decentralized structure, may also erode confidence in Bitcoin.
Similar mechanism also applies to Ethereum and Grin. As such, our business, prospects and results of operations therefore may adversely be affected by
the divergent views on the decentralized nature of Bitcoin and other cryptocurrencies.
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Change of algorithm and mining mechanism for cryptocurrencies may materially and adversely affect our business and results of operations.

Our HPC and HTC chips are designed for proof-of-work, or POW, mechanism, which the Bitcoin, Ethereum and Grin networks use to validate
their transactions. Many people within the Bitcoin community believe that POW is a foundation within Bitcoin’s code that would not be changed.
However, there have been debates on mechanism change to avoid the “de facto control” by a great majority of the network computing power. With the
possibility of a change in rule or protocol of the Bitcoin network, if our Bitcoin mining machines cannot be modified to accommodate any such changes,
such mining machines will not be able to meet customer demand, and the results of our operations will be significantly affected. For more details, see
“—The administrators of certain cryptocurrency networks’ source code could propose amendments to the relevant network’s protocols and software
that, if accepted and authorized by the relevant network’s community, could adversely affect our business, results of operations and financial condition.”
and “—The acceptance of Bitcoin or Ethereum network software patches or upgrades by a significant, but not overwhelming, percentage of the users
and miners in the Bitcoin or Ethereum network could result in a ‘fork” in the blockchain, resulting in the operation of two separate networks that cannot
be merged. The existence of forked blockchains could erode user confidence in Bitcoin or Ethereum and could adversely impact our business, results of
operations and financial condition.”

Different from Bitcoin, there has been a heated debate in the Ethereum community over whether the network should switch to proof-of-stake, or
POS. POS is a type of consensus mechanism used by blockchain networks to achieve distributed consensus. This switch, if ever happened, will
fundamentally change how the Ethereum blockchain comes to consensus every 12 seconds. It requires users to stake their Ethereum to become a
validator in the network. Validators are responsible for the same thing as miners in POW: ordering transactions and creating new blocks so that all nodes
can agree on the state of the network. Unlike POW, validators don’t need to use significant amounts of computational power because they’re selected at
random and aren’t competing. They do not need to mine blocks; they just need to create blocks when chosen and validate proposed blocks when they are
not. This validation is known as attesting. Validators get rewards for proposing new blocks and for attesting to ones they have seen. If this change
happens, and if our Ethereum mining machines cannot be modified to accommodate such a change, our Ethereum mining solutions will not be able to
meet customer demand, and the results of our operations will be significantly affected.

Customers of our HTC and HPC solutions may rely on a steady and inexpensive power supply for operating blockchain mining farms and running
blockchain mining hardware. Failure to access a large quantity of power at reasonable costs could significantly increase their operating expenses
and adversely affect their demand for our HTC and HPC solutions.

Many of the customers of our HTC and HPC solutions engage in the blockchain mining business. Blockchain mining consumes a significant
amount of energy power to process the computations and cool down the mining hardware. Therefore, a steady and inexpensive power supply is critical
to blockchain mining. We cannot assure you that the operations of our customers will not be affected by power shortages or an increase in energy prices
in the future. In particular, the power supply could be disrupted by natural disasters, such as floods, mudslides and earthquakes, or other similar events
beyond the control of our customers. Further, certain of our customers may experience power shortages due to seasonal variations in the supply of
certain types of power such as hydroelectricity. Power shortages, power outages or increased power prices could adversely affect mining farm
businesses of our blockchain customers and reduce the expected market demand for our HTC and HPC solutions significantly. Under such
circumstances, our business, results of operations and financial condition could be materially and adversely affected.
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Cryptocurrencies face significant scaling obstacles that can lead to high fees or slowed transaction settlement times, and attempts to increase the
transaction processing capacity may not be effective.

Many cryptocurrency networks face significant scaling challenges. For example, as of December 31, 2019, Bitcoin network could handle, on
average, five to seven transactions per second. Various solutions have been promoted recently to resolve this problem, including segregated witness,
Lightening Network and the introduction of Bitcoin Cash. However, we cannot assure you that the cryptocurrencies community will accept these
solutions, or these solutions will effectively resolve these problems.

As the use of cryptocurrency networks increases without a corresponding increase in throughput of the networks, average fees and settlement
times can increase significantly. Bitcoin’s network, for example, has been, at times, at capacity, which has led to very high transaction fees. Increased
fees and decreased settlement speeds could preclude certain use cases for Bitcoins (e.g., micropayments), and can reduce demand for and the market
price of Bitcoins, which could adversely affect the market demand for our HTC and HPC solutions. We cannot guarantee that any of the mechanisms in
place or being explored for increasing the scale of settlement of transactions of Bitcoin, Ethereum or Grin will be effective, or how long they will take to
become effective, which could adversely affect the market demand for our HTC and HPC solutions.

Cryptocurrency exchanges and wallets, and to a lesser extent, a cryptocurrency blockchain itself, may suffer from hacking and fraud risks, which
may adversely erode user confidence in cryptocurrencies and reduce demand for our HTC and HPC solutions.

Cryptocurrency transactions are entirely digital and, as with any virtual system, face risk from hackers, malware and operational glitches. For
example, hackers can target cryptocurrency exchanges, wallets, and custodians to gain unauthorized access to the private keys associated with the wallet
addresses where cryptocurrencies are stored. Cryptocurrency transactions and accounts are not insured by any type of government program and
cryptocurrency transactions generally are permanent by design of the networks. Certain features of cryptocurrency networks, such as decentralization,
the open source protocols, and the reliance on peer-to-peer connectivity, may increase the risk of fraud or cyber-attack by potentially reducing the
likelihood of a coordinated response. Cryptocurrencies have suffered from hacking risks and several cryptocurrency exchanges and miners have reported
cryptocurrency losses, which highlight concerns over the security of cryptocurrencies and in turn affect the demand and the market price of
cryptocurrencies. In addition, while cryptocurrencies use private key encryption to verify owners and register transactions, fraudsters and scammers may
attempt to sell false cryptocurrencies. These risks may adversely affect the operation of the cryptocurrency network which would erode user confidence
in cryptocurrencies, which would negatively affect demand for our HTC and HPC solutions.

The administrators of certain cryptocurrency networks’ source code could propose amendments to the relevant network’s protocols and software
that, if accepted and authorized by the relevant network’s community, could adversely affect our business, results of operations and financial
condition.

The cryptocurrency networks are based on a cryptographic, algorithmic protocol that governs the end-user-to-end-user interactions between
computers connected to the relevant network. A loosely organized group can propose amendments to such a network’s source code through one or more
software upgrades that alter the protocols and software that govern the network and the properties of such cryptocurrencies, including the irreversibility
of transactions and limitations on the mining of new cryptocurrencies. For example, to the extent that a significant majority of the users and miners on
the Bitcoin or Ethereum network install such software upgrade(s), the Bitcoin network would be subject to new protocols and software that may render
our HTC and HPC solutions less desirable, which in turn may adversely affect our business, results of operations and financial condition. If less than a
significant majority of the users and miners on the Bitcoin network install such software upgrade(s), the Bitcoin network could “fork.”
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The acceptance of Bitcoin. Ethereum or Grin network software patches or upgrades by a significant, but not overwhelming, percentage of the users
and miners in the Bitcoin, Ethereum or Grin network could result in a “fork” in the blockchain, resulting in the operation of two separate networks
that cannot be merged. The existence of forked blockchains could erode user confidence in Bitcoin, Ethereum or Grin and could adversely impact
our business, results of operations and financial condition.

Bitcoin, Ethereum and Grin are based on open source software and have no official developer or group of developers that formally controls their
network. Any individual can download the Bitcoin, Ethereum or Grin network software and make any desired modifications, which are proposed to
users and miners on Bitcoin, Ethereum or Grin network through software downloads and upgrades. However, miners and users must consent to those
software modifications by downloading the altered software or upgrade implementing the changes; otherwise, the changes do not become part of the
Bitcoin, Ethereum or Grin network. Since the inception of Bitcoin, Ethereum and Grin networks, changes to the network have been accepted by the vast
majority of blockchain users and miners, ensuring that the Bitcoin, Ethereum and Grin networks each remain a coherent economic system. However, a
developer or group of developers could potentially propose a modification to the Bitcoin, Ethereum or Grin network that is not accepted by a vast
majority of miners and users, but that is nonetheless accepted by a substantial population of participants in the network. In such a case, a fork in the
blockchain could develop and two separate networks could result, one running the pre-modification software program and the other running the
modified version. An example is the introduction of Bitcoin Cash in mid-2017. This kind of split in the Bitcoin, Ethereum or Grin network could erode
user confidence in the stability of the Bitcoin or Ethereum network, which could negatively affect the demand for our HTC and HPC solutions.

Cryptocurrency assets and transactions may be subject to further taxation in the future.

In recent years, the rise of cryptocurrency prices and transaction volume has attracted the attention of tax authorities. As the laws governing
cryptocurrencies are still evolving, the tax treatment of cryptocurrencies in various jurisdictions are subject to change. While some countries intend to or
have imposed taxation on cryptocurrency assets and transactions, other tax authorities are silent. As there is considerable uncertainty over the taxation of
cryptocurrencies, we cannot guarantee that the cryptocurrency assets and transactions denominated in cryptocurrencies will not be subject to further
taxation in the future, including but not limited to additional taxes and increased tax rate. These events could reduce the economic return of
cryptocurrency and increase the holding costs of cryptocurrency assets, which could materially and adversely affect the businesses and financial
performances of our blockchain customers engaging in blockchain mining businesses, and in turn could have material adverse effect on our business and
results of operations.

We face intense industry competition.

As a fabless IC design company, we operate in a highly competitive environment. Our competitors include companies that may have a larger
market share, greater brand recognition, broader international customer base, greater financial resources or other competitive advantages. We expect that
competition in the HPC industry will continue to be intense as we compete not only with existing players that have been focused on blockchain mining,
but also new entrants that include well-established players in the semiconductor industry, and players who were not predisposed to this industry in the
past. In terms of smart-NICs, we expect to face competition from industry giants such as Broadcom and Intel as well as other existing and new players
that are more established than us. Some of these competitors may also have stronger brand names, greater access to capital, longer histories, longer
relationships with their suppliers or customers and more resources than we do.

Strong competition in the market may require us to lower our prices, increase our sales and marketing expenses or otherwise invest greater
resources to maintain or gain market share as needed to adequately compete. Such efforts may negatively impact our profitability. If we are unable to
effectively adapt to changes or developments in the competitive landscape, our business, financial conditions and results of operations may be adversely
affected.

42



Table of Contents

Blockchain mining activities are energy-intensive, which may restrict the geographic locations of miners and have a negative environmental impact.

Blockchain mining activities are inherently energy-intensive and electricity costs account for a significant portion of the overall mining costs. The
availability and cost of electricity will restrict the geographic locations of mining activities. Any shortage of electricity supply or increase in electricity
cost in a jurisdiction may negatively impact the viability and the expected economic return for blockchain mining activities in that jurisdiction, which
may in turn decrease the sales of our HTC and HPC solutions in that jurisdiction.

In addition, the significant consumption of electricity may have a negative environmental impact, including contribution to climate change, which
may give rise to public opinion against allowing the use of electricity for blockchain mining activities or government measures restricting or prohibiting
the use of electricity for such mining activities. Any such development in the jurisdictions where we sell our HTC and HPC solutions could have a
material and adverse effect on our business, financial condition and results of operations.

Risks Relating to Conducting Business in China

Recent regulatory developments in China may subject us to additional regulatory review or otherwise restrict or completely hinder our ability to
offer securities and raise capitals overseas, all of which could materially and adversely affect our business and cause the value of the ADSs to
significantly decline or become worthless.

The recent regulatory developments in China, in particular with respect to restrictions on China-based companies raising capital offshore, may
lead to additional regulatory review in China over our financing and capital raising activities in the United States. Pursuant to the PRC Cybersecurity
Law, which was promulgated by the Standing Committee of the National People’s Congress on November 7, 2016 and took effect on June 1, 2017,
personal information and important data collected and generated by a critical information infrastructure operator in the course of its operations in China
must be stored in China, and if a critical information infrastructure operator purchases internet products and services that affects or may affect national
security, it should be subject to cybersecurity review by the Cybersecurity Administration of China, or the CAC. The PRC Cybersecurity Law also
establishes more stringent requirements applicable to operators of computer networks, especially to operators of networks which involve critical
information infrastructure. The PRC Cybersecurity Law contains an overarching framework for regulating Internet security, protection of private and
sensitive information, and safeguards for national cyberspace security and provisions for the continued government regulation of the Interne and content
available in China. The PRC Cybersecurity Law emphasizes requirements for network products, services, operations and information security, as well as
monitoring, early detection, emergency response and reporting. Due to the lack of further interpretations, the exact scope of “critical information
infrastructure operator” remains unclear. According to the Cybersecurity Review Measures announced by the CAC on January 4, 2022, which became
effective on February 15, 2022, the scope of cybersecurity reviews is extended to data processing operators engaging in data processing activities that
affect or may affect national security. The Cybersecurity Review Measures further requires that any operator applying for listing of its securities on a
foreign stock exchange must go through cybersecurity review if it possesses personal information of more than one million users. According to the
Cybersecurity Review Measures, a cybersecurity review assesses potential national security risk that may be brought about by any procurement, data
processing, or overseas listing. The review focuses on several factors, including, among others, (1) the risk of theft, leakage, corruption, illegal use or
export of any core or important data, or a large amount of personal information, and (2) the risk of any critical information infrastructure, core or
important data, or a large amount of personal information being affected, controlled or maliciously exploited by a foreign government after a company is
listed overseas. While the Cybersecurity Review Measures has become final, there is still uncertainty regarding, among many aspects, the
implementation and interpretation of the Cybersecurity Review Measures.

Under the current Cybersecurity Review Measures, subject to any further interpretation of the CAC and other relevant authorities, we believe we
may not be subject to the cybersecurity review by the CAC for this
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offering, as we are primarily engaged in the design and manufacturing of ICs or do not process any data in our business. However, there remains
uncertainty as to how the Cybersecurity Review Measures will be interpreted or implemented and whether the PRC regulatory agencies, including the
CAC, may adopt new laws, regulations, rules, or detailed implementation and interpretation related to the Draft Measures. We cannot assure you that
PRC regulatory agencies, including the CAC, would take the same view as we do, and we cannot assure you that we can fully or timely comply with
such legal or regulatory requirements. If we become subject to cybersecurity inspection and/or review by the CAC or other PRC authorities or are
required by them to take any specific actions, it could cause suspension or termination of the future offering of our securities, including offerings under
this registration statement, disruptions to our operations, result in negative publicity regarding our company, and divert our managerial and financial
resources. We may also be subject to significant fines or other penalties, which could materially and adversely affect our business, financial condition
and results of operations. Any actions by the PRC government to exert more oversight and control over offerings that are conducted overseas and/or
foreign investment in companies having operations in China, including us, could significantly limit or completely hinder our ability to offer or continue
to offer securities to investors, and cause the value of our securities to significantly decline or become worthless.

The PRC government has significant influence over companies with China-based operations by enforcing existing rules and regulation, adopting
new ones, or changing relevant industrial policies in a manner that may materially increase our compliance cost, change relevant industry
landscape or otherwise cause significant changes to our operations in China, which could result in material and adverse changes in our operations
and cause the value of our securities to significantly decline or be worthless.

We primarily conduct our business in China. The PRC government has significant influence over China-based operations of any company by
allocating resources, providing preferential treatment to particular industries or companies, or imposing industry-wide policies on certain industries. The
PRC government may also amend or enforce existing rules and regulation or adopt new ones, which could materially increase our compliance cost,
change the relevant industry landscape, or cause significant changes to our business operations. In addition, the PRC regulatory system is based in part
on government policies and internal guidance, some of which are not published on a timely basis or at all, and some of which may even have a
retroactive effect. We may not be aware of all non-compliance incidents at all time, and may face regulatory investigation, fines and other penalties as a
result. As a result of any changes in the government-mandated industrial policies, including the amendment to and/or enforcement of the related laws
and regulations, companies with China-based operations, including us, and the industries in which we operate could face significant compliance and
operational risks and uncertainties. For example, in July 2021, the PRC government released a broad set of reforms targeting private education
companies providing after-school tutoring services and prohibiting foreign investments in institutions providing such after-school tutoring services. As a
result, the market value of certain U.S. listed companies with China-based operations in the affected sectors declined substantially. The PRC government
has also imposed severe restrictions over the operations of cryptocurrency business, which has drastically changed industry landscape in China, and as a
result, due to the possible change of regulation, it may be illegal to acquire, own, hold, sell or use cryptocurrencies, participate in the blockchain
business, or transfer or utilize cryptocurrency assets in China. In addition, the National Development and Reform Commission of China had considered
and also may formally classify cryptocurrency mining operations as an industry to be eliminated. We have adopted a development strategy to expand our
business and promote our products and solution offerings globally. If industry-wide regulations or policies are adopted in China in a way that
significantly curtails or prohibits the research and development of our solution offerings and other aspects of our business, our operations in China will
be materially and adversely affected, and we may have to cease our operations in China and relocate our offices and assets overseas, which may
significantly disrupt our operations and adversely affect our business, results of operations and financial condition.
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The ADSs may be delisted under the Holding Foreign Companies Accountable Act if the PCAOB is unable to inspect auditors with presence in
China, and the delisting of our ADSs, or the threat of their being delisted, may materially and adversely affect the value of your investment.

The Holding Foreign Companies Accountable Act, or the HFCA Act, was enacted on December 18, 2020. The HFCA Act states if the SEC
determines that we have filed audit reports issued by a registered public accounting firm that has not been subject to inspection by the PCAOB for three
consecutive years beginning in 2021, the SEC shall prohibit our shares or ADSs from being traded on a national securities exchange or in the over the
counter trading market in the United States.

Our financial statements contained in this registration statement on Form F-1, of which the prospectus forms a part, have been audited by
MaloneBailey, LLP, an independent registered public accounting firm that is headquartered in the United States with offices in Beijing and Shenzhen,
China. MaloneBailey, LLP is a firm registered with the PCAOB, and is required by the United States laws to undergo regular inspections by the PCAOB
to assess its compliance with the laws of the U.S. and professional standards. While MaloneBailey, LLP has been inspected by the PCAOB on a regular
basis, no overseas securities regulator is allowed to directly conduct investigation or evidence collection activities in China according to Article 177 of
the PRC Securities Law (last amended in December 2019). Accordingly, without the consent of the competent PRC securities regulators and relevant
authorities, MaloneBailey, LLP may not provide the documents and materials relating to securities business activities in China to the PCAOB, an
overseas securities regulator under the PRC Securities Law. As a result, the audit working papers of our financial statements may not be inspected by the
PCAOB, since the audit work was carried out by MaloneBailey, LLP with the collaboration of their China-based offices and the PCAOB has not
obtained such requisite approval. The trading of the ADSs may be prohibited and the ADSs may be delisted from the Nasdaq Global Market or any
other U.S. stock exchange under the HFCA Act if the PCAOB is unable to inspect auditors with presence in China. The prohibition of trading of the
ADSs and the delisting of the ADSs, or the threat of their being prohibited or delisted, may cause the value of the ADSs to significantly decline or, in
extreme cases, become worthless.

On March 24, 2021, the SEC adopted interim final rules relating to the implementation of certain disclosure and documentation requirements of
the HFCA Act. On December 2, 2021, the SEC adopted amendments to finalize such rules. We will be required to comply with these rules if the SEC
identifies us as having a “non-inspection” year by evaluating the annual report we file, in which we will identify the auditor who provide opinions
related to the financial statements presented in our annual report, the location where the auditor’s report has been issued and the PCAOB ID number of
such audit firm or branch. If we have three consecutive non-inspection years, the SEC will implement the trading prohibition of the ADSs through stop
orders, and the exact timeline for when the SEC will delist an issuer after three consecutive non-inspection years remains imprecise. On June 22, 2021,
the U.S. Senate passed a bill which, if passed by the U.S. House of Representatives and signed into law, would reduce the number of consecutive
non-inspection years required for triggering the prohibitions under the HFCA Act from three years to two.

The SEC may propose additional rules or guidance that could impact us if our auditor is not subject to PCAOB inspection. For example, on
August 6, 2020, the President’s Working Group on Financial Markets, or the PWG, issued the Report on Protecting United States Investors from
Significant Risks from Chinese Companies to the then President of the United States. This report recommended the SEC implement five
recommendations to address companies from jurisdictions that do not provide the PCAOB with adequate access to fulfill its statutory mandate. Some of
the concepts of these recommendations were implemented with the enactment of the HFCA Act. However, some of the recommendations were more
stringent than the HFCA Act. For example, if a company was not subject to PCAOB inspection, the report recommended that the transition period
before a company would be delisted would end on January 1, 2022.

The SEC has announced that its staff is preparing a proposal to address the recommendations in the PWG report. It is unclear what, if any, of the
PWG recommendations will be adopted. The implications of this possible
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regulation in addition to the requirements of the HFCA Act are uncertain. Such uncertainty could cause the market price of the ADSs to be materially
and adversely affected, and our securities could be delisted or prohibited from being traded “over-the-counter” earlier than would be required by the
HFCA Act. If the ADSs are unable to be listed on another securities exchange by then, such a delisting would substantially impair your ability to sell or
purchase the ADSs when you wish to do so, and the risk and uncertainty associated with a potential delisting would have a negative impact on the price
of the ADSs.

The PCAOB’s inability to conduct inspections in China prevents it from fully evaluating the audits and quality control procedures of our
independent registered public accounting firm. As a result, we and our investors are deprived of the benefits of such PCAOB inspections. The inability
of the PCAOB to conduct inspections of auditors with presence in China makes it more difficult to evaluate the effectiveness of our independent
registered public accounting firm’s audit procedures or quality control procedures as compared to auditors outside of China that are subject to the
PCAOB inspections, which could cause investors and potential investors in our ADSs to lose confidence in our audit procedures and reported financial
information and the quality of our financial statements. If we fail to meet the new listing standards before the deadline specified thereunder due to
factors beyond our control, we could face possible de-listing from the Nasdaq Stock Market, deregistration from the SEC and/or other risks, which may
materially and adversely affect, or effectively terminate, the ADSs trading in the United States.

Changes in China’s economic, political or social conditions or government policies could have a material adverse effect on our business, results of
operations and financial condition.

Substantially all of our revenues were derived in China, and most of our operations are conducted in China. Accordingly, our business, prospects,
financial condition and results of operations may be influenced to a significant degree by political, economic and social conditions in China generally
and by continued economic growth in China as a whole. The Chinese economy differs from the economies of most developed countries in many
respects, including the degree of government involvement, level of development, growth rate, control of foreign exchange and allocation of resources.
Although the PRC government has implemented measures emphasizing the utilization of market forces for economic reform, the reduction of state
ownership of productive assets and the establishment of improved corporate governance in business enterprises, a substantial portion of productive
assets in China is still owned by the government. In addition, the Chinese government continues to play a significant role in regulating industry
development by imposing industrial policies. The Chinese government also exercises significant control over China’s economic growth through
strategically allocating resources, controlling the payment of foreign currency-denominated obligations, setting monetary policy and providing
preferential treatment to particular industries or companies.

While the Chinese economy has experienced significant growth over the past decades, growth has been uneven, both geographically and among
various sectors of the economy, and the rate of growth has been slowing since 2012. Any adverse changes in economic conditions in China, in the
policies of the Chinese government or in the laws and regulations in China could have a material adverse effect on the overall economic growth of
China. As a result, changes in economic conditions and government policies could adversely affect our business and results of operations, lead to
reduction in demand for our services and adversely affect our competitive position.

Uncertainties in the interpretation and enforcement of PRC laws and regulations could limit the legal protections available to you and us.

The PRC legal system is a civil law system based on written statutes. Unlike the common law system, prior court decisions may be cited for
reference but have limited precedential value. Our PRC legal system is evolving rapidly, but its current slate of laws may not be sufficient to cover all
aspects of the economic activities in China, including such activities that relate to or have an impact on our business. Implementation and interpretations
of laws, regulations and rules are not always undertaken in a uniform matter and enforcement of these laws, regulations and rules involves uncertainties.
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From time to time, we may have to resort to administrative and court proceedings to enforce our legal rights. However, since PRC administrative
and court authorities have significant discretion in interpreting and implementing statutory and contractual terms, it may be more difficult to evaluate the
outcome of administrative and court proceedings and the level of protection we enjoy than in more developed legal systems. Furthermore, the PRC legal
system is based in part on government policies and internal rules (some of which are not published in a timely manner or at all) that may have a
retroactive effect. As a result, we may not always be aware of any potential violation of these policies and rules until sometime after the violation. Such
uncertainties, including unpredictability towards the scope and effect of our contractual, property (including intellectual property) and procedural rights,
and any failure to respond to changes in the regulatory environment in China could materially and adversely affect our business and impede our ability
to continue our operations.

The PRC government has significant oversight and discretion over the conduct of our business and may intervene with or influence our operations
as the government deems appropriate to further regulatory, political and societal goals.

The PRC government has significant oversight and discretion over the conduct of our business and may intervene with or influence our operations
as the government deems appropriate to further regulatory, political and societal goals. The PRC government has recently published new policies that
significantly affected certain industries including the cryptocurrency industry, which may severely restrict our ability to expand our business or serve our
customers in China. We cannot assure you that government authorities in China will not introduce further enhanced regulation over the cryptocurrency
industry that may lead to our inability to operate in China at all. Furthermore, the PRC government has recently indicated an intent to exert more
oversight and control over overseas securities offerings and other capital markets activities and foreign investment in China-based companies like us.
Any such action, once taken by the PRC government, could significantly limit or completely hinder our ability to offer or continue to offer securities to
investors and cause the value of such securities to significantly decline or, in extreme cases, become worthless.

A severe or prolonged downturn in China’s economy could materially and adversely affect our business, financial condition and results of
operations.

The global macroeconomic environment is facing challenges, including the end of quantitative easing by the U.S. Federal Reserve, the economic
slowdown in the Eurozone since 2014 and the uncertain impact of “Brexit.” The growth of China’s economy has slowed down since 2012 and such
slowdown may continue. The outbreak of coronavirus COVID-19 in China has resulted in a severe disruption of social and economic activities in China.
See “—Risks Relating to Our Operations—The ongoing global coronavirus COVID-19 outbreak has caused significant disruptions in our business,
which we expect will materially and adversely affect our results of operations and financial condition.” In addition, there is considerable uncertainty
over the long-term effects of the expansionary monetary and fiscal policies adopted by the central banks and financial authorities of some of the world’s
leading economies, including the United States and China. There have also been concerns on the relationship between China and other countries,
including the surrounding Asian countries, which may potentially result in foreign investors exiting the China market and other economic effects.
Economic conditions in China are sensitive to global economic conditions, as well as changes in domestic economic and political policies and the
expected or perceived overall economic growth rate in China. For example, sustained tension between the United States and China over trade policies
could significantly undermine the stability of the global and China’s economy. See “—Risks Relating to Our Operations—Our export of products to
foreign countries such as the United States, may be subject to high tariff rates resulting from protectionism trade policies, and as a result, our future sales
volumes, profitability and results of operations will be materially and adversely affected.” Any severe or prolonged slowdown or instability in the global
or China’s economy may materially and adversely affect our business, financial condition and results of operations.
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We may be adversely affected by inflation or labor shortage in China.

In recent years, the PRC economy has experienced periods of rapid expansion and highly fluctuating rates of inflation. During the past ten years,
the rate of inflation in China has been as high as 5.9% and as low as -0.7%. While inflation has slowed in recent years with a moderate rate of 1.6%
recorded in 2017, it is uncertain when the general price level may increase or decrease sharply in the future. Moreover, the significant economic growth
in China has resulted in a general increase in labor costs and shortage of low-cost labor. Inflation may cause our production cost to continue to increase.
If we are unable to pass on the increase in production cost to our customers, we may suffer a decrease in profitability and a loss of customers, and our
results of operations could be materially and adversely affected.

Increases in labor costs and enforcement of stricter labor laws and regulations in China and our additional payments of statutory employee benefits
may adversely affect our business and profitability.

The average wage in China has increased in recent years and is expected to continue to grow. The average wage level for our employees has also
increased in recent years. We expect that our labor costs, including wages and employee benefits, will continue to increase. Unless we are able to pass
on these increased labor costs to our customers, our profitability and results of operations may be materially and adversely affected. In addition, we have
been subject to stricter regulatory requirements in terms of entering into labor contracts with our employees and paying various statutory employee
benefits, including pensions, housing funds, medical insurance, work-related injury insurance, unemployment insurance and maternity insurance to
designated government agencies for the benefit of our employees. Pursuant to the PRC Labor Contract Law and its implementation rules, employers are
subject to stricter requirements in terms of signing labor contracts, minimum wages, paying remuneration, determining the term of employee’s probation
and unilaterally terminating labor contracts. In the event that we decide to terminate some of our employees or otherwise change our employment or
labor practices, the PRC Labor Contract Law and its implementation rules may limit our ability to effect those changes in a desirable or cost-effective
manner, which could adversely affect our business and results of operations.

Pursuant to PRC laws and regulations, companies registered and operating in China are required to apply for social insurance registration and
housing fund deposit registration within 30 days of their establishment and to pay for their employees different social insurance including pension
insurance, medical insurance, work-related injury insurance, unemployment insurance and maternity insurance to the extent required by law. We have
not fully paid social insurance and housing provident funds for our employees due to inconsistency in implementation or interpretation of the relevant
PRC laws and regulations among government authorities in China. Recently, as the PRC government enhanced its enforcement measures relating to
social insurance collection, we may be required to make up the contributions for our employees, and may be further subjected to late fees payment and
administrative fines, which may adversely affect our financial condition and results of operations. As the interpretation and implementation of labor-
related laws and regulations are still evolving, we cannot assure you that our current employment practices do not and will not violate labor-related laws
and regulations in China, which may subject us to labor disputes or government investigations. In addition, we may incur additional expenses in order to
comply with such laws and regulations, which may adversely affect our business and profitability.

Fluctuations in exchange rates could affect our results of operations and reduce the value of your investment.

The value of the Renminbi against the U.S. dollar and other currencies is affected by changes in China’s political and economic conditions and
China’s foreign exchange policies, among other things. In 2005, the PRC government changed its decades-old policy of pegging the value of the
Renminbi to the U.S. dollar, and the Renminbi appreciated more than 20% against the U.S. dollar over the following three years. Between July 2008 and
June 2010, this appreciation halted and the exchange rate between Renminbi and the U.S. dollar remained within a narrow band. Since June 2010,
Renminbi has fluctuated against the U.S. dollar, at times significantly and unpredictably. On November 30, 2015, the Executive Board of IMF
completed the regular five-year review
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of the basket of currencies that make up the Special Drawing Right, or the SDR, and decided that with effect from October 1, 2016, Renminbi is
determined to be a freely usable currency and will be included in the SDR basket as a fifth currency, along with the U.S. dollar, the Euro, the Japanese
yen and the British pound. In the fourth quarter of 2016, the Renminbi has depreciated significantly against the backdrop of a surging U.S. dollar and
persistent capital outflows from China. This depreciation halted in 2017, and the RMB appreciated approximately 7% against the U.S. dollar during this
one-year period. In 2018, a new round of RMB depreciation emerged under the influence of a strong U.S. dollar and the trade friction between China
and the United States. With the development of the foreign exchange market and progress towards interest rate liberalization and Renminbi
internationalization, the PRC government may in the future announce further changes to the exchange rate system and we cannot assure you that
Renminbi will not appreciate or depreciate significantly in value against the U.S. dollar in the future. It is difficult to predict how market forces or PRC
or U.S. government policy may impact the exchange rate between Renminbi and the U.S. dollar in the future.

Significant revaluation of the Renminbi may have a material adverse effect on your investment. For example, to the extent that we need to convert
U.S. dollars we receive from this offering into Renminbi for our operations, appreciation of the Renminbi against the U.S. dollar would have an adverse
effect on the Renminbi amount we would receive from the conversion. Conversely, if we decide to convert our Renminbi into U.S. dollars for the
purpose of making payments for dividends on our ordinary shares or the ADSs or for other business purposes, appreciation of the U.S. dollar against the
Renminbi would have a negative effect on the U.S. dollar amount available to us.

Very limited hedging options are available in China to reduce our exposure to exchange rate fluctuations. To date, we have not entered into any
material hedging transactions in an effort to reduce our exposure to foreign currency exchange risk. While we may decide to enter into hedging
transactions in the future, the availability and effectiveness of these hedges may be limited and we may not be able to adequately hedge our exposure or
at all. In addition, our currency exchange losses may be magnified by PRC exchange control regulations that restrict our ability to convert Renminbi into
foreign currency.

We may be subject to enterprise income tax on our worldwide income if our company or any of our subsidiaries were considered a PRC “resident
enterprise” under the PRC Enterprise Income Tax Law.

Under the EIT Law, and its implementation rules, enterprises established outside of China with “de facto management bodies” within China are
considered a “resident enterprise” and will be subject to enterprise income tax, or EIT, at a rate of 25% on their worldwide income. The implementation
rules under EIT define the term “de facto management bodies” as “establishments that carry out substantial and overall management and control over
the production, operation, personnel, accounting and properties of an enterprise.” The State Administration of Taxation of the PRC, or SAT promulgated
the Notice Regarding the Determination of Chinese-Controlled Offshore Incorporated Enterprises as PRC Tax Resident Enterprises on the Basis of De
Facto Management Bodies, or Circular 82, on April 22, 2009, which provides certain specific criteria for determining whether the “de facto management
body” of a Chinese-controlled offshore incorporated enterprise is located in China. On July 27, 2011, SAT issued the Measures for Administration of
Income Tax of Chinese Controlled Resident Enterprises Incorporated Overseas (Trial), or Circular 45, to supplement Circular 82 and other tax laws and
regulations. Circular 45 clarifies certain issues relating to resident status determination. Although Circular 82 and Circular 45 apply only to offshore
enterprises controlled by PRC enterprises or PRC group companies and not those controlled by PRC individuals or foreigners, the determining criteria
set forth in Circular 82 and Circular 45 may reflect the SAT’s general position on how the “de facto management body” test should be applied in
determining the tax resident status of offshore enterprises, regardless of whether they are controlled by PRC enterprises or individuals or foreign
enterprises. A substantial majority of our senior management team is located in China. If our company or any of our subsidiaries were considered to be a
PRC “resident enterprise,” we would be subject to a EIT at a rate of 25% on our worldwide income.
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Dividends payable to our foreign investors and gains on the sale of our ADSs by our foreign investors may become subject to PRC tax.

Under the EIT Law and its implementation regulations issued by the State Council, a 10% PRC withholding tax is applicable to dividends payable
to investors that are non-resident enterprises, which do not have an establishment or place of business in China or which have such establishment or
place of business but the dividends are not effectively connected with such establishment or place of business, to the extent such dividends are derived
from sources within China. Similarly, any gain realized on the transfer of the ADSs by such investors is also subject to PRC tax at a current rate of 10%,
subject to any reduction or exemption set forth in applicable tax treaties or under applicable tax arrangements between jurisdictions, if such gain is
regarded as income derived from sources within China. If we are deemed a PRC resident enterprise, dividends paid on the ADSs, and any gain realized
from the transfer of the ADSs, would be treated as income derived from sources within China and would as a result be subject to PRC taxation.
Furthermore, if we are deemed a PRC resident enterprise, dividends payable to individual investors who are non-PRC residents and any gain realized on
the transfer of the ADSs by such investors may be subject to PRC tax at a current rate of 20%, subject to any reduction or exemption set forth in
applicable tax treaties or under applicable tax arrangements between jurisdictions. If we or any of our subsidiaries established outside China are
considered a PRC resident enterprise, it is unclear whether holders of the ADSs would be able to claim the benefit of income tax treaties or agreements
entered into between China and other countries or areas. If dividends payable to our non-PRC investors, or gains from the transfer of the ADSs by such
investors, are deemed as income derived from sources within China and thus are subject to PRC tax, the value of your investment in the ADSs may
decline significantly.

PRC regulations relating to investments in offshore companies by PRC residents may subject our PRC-resident beneficial owners or our PRC
subsidiaries to liability or penallties, limit our ability to inject capital into our PRC subsidiaries or limit our PRC subsidiaries’ ability to increase their
registered capital or distribute profits.

In July 2014, the State Administration of Foreign Exchange of the PRC, or SAFE, promulgated the Circular on Relevant Issues Concerning
Foreign Exchange Control on Domestic Residents’ Offshore Investment and Financing and Roundtrip Investment through Special Purpose Vehicles, or
SAFE Circular 37, which replaces the previous SAFE Circular 75. SAFE Circular 37 requires PRC residents, including PRC individuals and PRC
corporate entities, to register with SAFE or its local branches in connection with their direct or indirect offshore investment activities. SAFE Circular 37
is applicable to our shareholders who are PRC residents and may be applicable to any offshore acquisitions that we may make in the future.

Under SAFE Circular 37, PRC residents who make, or have prior to the implementation of SAFE Circular 37 made, direct or indirect investments
in offshore special purpose vehicles, or SPVs, are required to register such investments with SAFE or its local branches. In addition, any PRC resident
who is a direct or indirect shareholder of an SPV, is required to update its registration with the local branch of SAFE with respect to that SPV, to reflect
any material change. Moreover, any subsidiary of such SPV in China is required to urge the PRC resident shareholders to update their registration with
the local branch of SAFE to reflect any material change. If any PRC resident shareholder of such SPV fails to make the required registration or to update
the registration, the subsidiary of such SPV in China may be prohibited from distributing its profits or the proceeds from any capital reduction, share
transfer or liquidation to the SPV, and the SPV may also be prohibited from making additional capital contributions into its subsidiaries in China. In
February 2015, SAFE promulgated a Notice on Further Simplifying and Improving Foreign Exchange Administration Policy on Direct Investment, or
SAFE Notice 13. Under SAFE Notice 13, applications for foreign exchange registration of inbound foreign direct investments and outbound direct
investments, including those required under SAFE Circular 37, must be filed with qualified banks instead of SAFE. Qualified banks should examine the
applications and accept registrations under the supervision of SAFE. We have used our best efforts to notify PRC residents or entities who directly or
indirectly hold shares in our Cayman Islands holding company and who are known to us as being PRC residents to complete the foreign exchange
registrations. However, we may not be informed of the identities of all the PRC
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residents or entities holding direct or indirect interest in our company, nor can we compel our beneficial owners to comply with SAFE registration
requirements. We cannot assure you that all other shareholders or beneficial owners of ours who are PRC residents or entities have complied with, and
will in the future make, obtain or update any applicable registrations or approvals required by, SAFE regulations. Failure by such shareholders or
beneficial owners to comply with SAFE regulations, or failure by us to amend the foreign exchange registrations of our PRC subsidiaries, could subject
us to fines or legal sanctions, restrict our overseas or cross-border investment activities, limit our PRC subsidiaries’ ability to make distributions or pay
dividends to us or affect our ownership structure, which could adversely affect our business and prospects.

Furthermore, as these foreign exchange and outbound investment related regulations are relatively new and their interpretation and
implementation has been constantly evolving, it is unclear how these regulations, and any future regulation concerning offshore or cross-border
investments and transactions, will be interpreted, amended and implemented by the relevant government authorities. For example, we may be subject to
a more stringent review and approval process with respect to our foreign exchange activities, such as remittance of dividends and foreign-currency-
denominated borrowings, which may adversely affect our financial condition and results of operations. We cannot assure you that we have complied or
will be able to comply with all applicable foreign exchange and outbound investment related regulations. In addition, if we decide to acquire a PRC
domestic company, we cannot assure you that we or the owners of such company, as the case may be, will be able to obtain the necessary approvals or
complete the necessary filings and registrations required by the foreign exchange regulations. This may restrict our ability to implement our acquisition
strategy and could adversely affect our business and prospects.

PRC regulation of loans to and direct investment in PRC entities by offshore holding companies and governmental control of currency conversion
may delay or prevent us from using the proceeds of this offering to make loans or additional capital contributions to our PRC subsidiaries and
affiliated entities.

We are an offshore holding company with some of our operations conducted in China. We may make loans to our PRC subsidiaries subject to the
approval, registration, and filing with governmental authorities and limitation of amount, or we may make additional capital contributions to our wholly
foreign-owned subsidiaries in China. Any loans to our wholly foreign-owned subsidiaries in China, which are treated as foreign-invested enterprises
under PRC law, are subject to foreign exchange loan registrations with the National Development and Reform Commission, or the NDRC, and SAFE or
its local branches. In addition, a foreign invested enterprise shall use its capital pursuant to the principle of authenticity and self-use within its business
scope. The capital of a foreign invested enterprise shall not be used for the following purposes: (1) directly or indirectly used for payment beyond the
business scope of the enterprises or the payment prohibited by relevant laws and regulations; (2) directly or indirectly used for investment in securities
or investments other than banks’ principal-secured products unless otherwise provided by relevant laws and regulations; (3) the granting of loans to
non-affiliated enterprises, except where it is expressly permitted in the business license; and (4) paying the expenses related to the purchase of real estate
that is not for self-use (except for the foreign-invested real estate enterprises).

In light of the various requirements imposed by PRC regulations on loans to and direct investment in PRC entities by offshore holding companies,
we cannot assure you that we will be able to complete the necessary government registrations or obtain the necessary government approvals or filings on
a timely basis, if at all, with respect to future loans by us to our PRC subsidiaries or with respect to future capital contributions by us to our PRC
subsidiaries. If we fail to complete such registrations or obtain such approvals, our ability to use the proceeds from this offering and to capitalize or
otherwise fund our PRC operations may be negatively affected, which could adversely affect our liquidity and our ability to fund and expand our
business.
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We and our shareholders face uncertainties with respect to indirect transfers of equity interests in PRC resident enterprises or other assets attributed
to a Chinese establishment of a non-Chinese company, or immovable properties located in China owned by non-Chinese companies.

In February 2015, SAT issued a Public Notice Regarding Certain Corporate Income Tax Matters on Indirect Transfer of Properties by Non-Tax
Resident Enterprises, or SAT Public Notice 7. SAT Public Notice 7 extends its tax jurisdiction to transactions involving transfer of other taxable assets
through offshore transfer of a foreign intermediate holding company. In addition, SAT Public Notice 7 provides clear criteria for assessment of
reasonable commercial purposes and has introduced safe harbors for internal group restructurings and the purchase and sale of equity through a public
securities market. SAT Public Notice 7 also brings challenges to both foreign transferor and transferee (or other person who is obligated to pay for the
transfer) of taxable assets. In October 2017, SAT issued the Announcement of the State Administration of Taxation on Issues Concerning the
Withholding of Non-resident Enterprise Income Tax at Source, or SAT Bulletin 37, which came into effect on December 1, 2017. The SAT Bulletin 37
further clarifies the practice and procedure of the withholding of non-resident EIT. Where a non-resident enterprise transfers taxable assets indirectly by
disposing of the equity interests of an overseas holding company, which is an indirect transfer, the non-resident enterprise as either transferor or
transferee, or the PRC entity that directly owns the taxable assets, may report such Indirect Transfer to the relevant tax authority. Using a “substance
over form” principle, the PRC tax authority may disregard the existence of the overseas holding company if it lacks a reasonable commercial purpose
and was established for the purpose of reducing, avoiding or deferring PRC tax. As a result, gains derived from such indirect transfer other than transfer
of shares acquired and sold on public markets may be subject to EIT, and the transferee or other person who is obligated to pay for the transfer is
obligated to withhold the applicable taxes, currently at a rate of 10%. Both the transferor and the transferee may be subject to penalties under PRC tax
laws if the transferee fails to withhold the taxes and the transferor fails to pay the taxes. We face uncertainties as to the reporting and other implications
of certain past and future transactions that involve PRC taxable assets, such as offshore restructuring, sale of the shares in our offshore subsidiaries and
investments. Our company may be subject to filing obligations or taxed if our company is transferor in such transactions, and may be subject to
withholding obligations if our company is transferee in such transactions, under SAT Public Notice 7 or SAT Bulletin 37, or both.

We are subject to PRC restrictions on currency exchange.

Some of our revenues and expenses are denominated in Renminbi. Renminbi is currently convertible under the “current account,” which includes
dividends, trade and service-related foreign exchange transactions, but not under the “capital account,” which includes foreign direct investment and
loans, including loans we may secure from our onshore subsidiaries. Currently, certain of our PRC subsidiaries may purchase foreign currency for
settlement of “current account transactions,” including payment of dividends to us, without the approval of the SAFE by complying with certain
procedural requirements. However, the relevant PRC governmental authorities may limit or eliminate our ability to purchase foreign currencies in the
future for current account transactions. Foreign exchange transactions under the capital account remain subject to limitations and require approvals
from, or registration with, SAFE and other relevant PRC governmental authorities. Since a part of our future net income and cash flow will be
denominated in Renminbi, any existing and future restrictions on currency exchange may limit our ability to utilize cash generated in Renminbi to fund
our business activities outside of China or pay dividends in foreign currencies to our shareholders, including holders of the ADSs, and may limit our
ability to obtain foreign currency through debt or equity financing for our subsidiaries.

The M&A Rules and certain other PRC regulations establish complex procedures for some acquisitions of Chinese companies by foreign investors,
which could make it more difficult for us to pursue growth through acquisitions in China.

The Regulations on Mergers and Acquisitions of Domestic Companies by Foreign Investors, or the M&A Rules, adopted by six PRC regulatory
agencies in August 2006 and amended in September 2009, and some other
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regulations and rules concerning mergers and acquisitions established additional procedures and requirements that could make merger and acquisition
activities by foreign investors more time consuming and complex, including requirements in some instances that shall obtained an approval from the
Ministry of Commerce, or MOFCOM, in advance of any change-of-control transaction in which a foreign investor takes control of a PRC domestic
enterprise. Moreover, the Anti-Monopoly Law requires that MOFCOM shall be notified in advance of any concentration of undertaking if certain
thresholds are triggered. In addition, the security review rules issued by MOFCOM that became effective in September 2011 specify that mergers and
acquisitions by foreign investors that raise “national defense and security” concerns and mergers and acquisitions through which foreign investors may
acquire de facto control over domestic enterprises that raise “national security” concerns are subject to strict review by MOFCOM, and the rules prohibit
any activities attempting to bypass a security review, including by structuring the transaction through a proxy or contractual control arrangement. In the
future, we may grow our business by acquiring complementary businesses. Complying with the requirements of the above-mentioned regulations and
other relevant rules to complete such transactions could be time consuming, and any required approval processes, including obtaining approval from
MOFCOM or its local counterparts may delay or inhibit our ability to complete such transactions, which could affect our ability to expand our business
or maintain our market share.

We face regulatory uncertainties in China that could restrict our ability to grant share incentive awards to our employees or consultants who are
PRC citizens.

Pursuant to the Notices on Issues concerning the Foreign Exchange Administration for Domestic Individuals Participating in a Stock Incentive
Plan of an Overseas Publicly-Listed Company issued by SAFE on February 15, 2012, or Circular 7, a qualified PRC agent (which could be the PRC
subsidiary of the overseas-listed company) is required to file, on behalf of “domestic individuals” (both PRC residents and non-PRC residents who
reside in China for a continuous period of not less than one year, excluding the foreign diplomatic personnel and representatives of international
organizations) who are granted shares or share options by the overseas-listed company according to its share incentive plan, an application with SAFE to
conduct SAFE registration with respect to such share incentive plan, and obtain approval for an annual allowance with respect to the purchase of foreign
exchange in connection with the share purchase or share option exercise. Such PRC individuals’ foreign exchange income received from the sale of
shares and dividends distributed by the overseas listed company and any other income shall be fully remitted into a collective foreign currency account
in China, which is opened and managed by the PRC domestic agent before distribution to such individuals. In addition, such domestic individuals must
also retain an overseas entrusted institution to handle matters in connection with their exercise of share options and their purchase and sale of shares.
The PRC domestic agent also needs to update registration with SAFE within three months after the overseas-listed company materially changes its share
incentive plan or make any new share incentive plans.

We may adopt a share incentive plan and may grant options after its adoption. When we do, from time to time, we need to apply for or update our
registration with SAFE or its local branches on behalf of our employees or consultants who receive options or other equity-based incentive grants under
our share incentive plan or material changes in our share incentive plan. However, we may not always be able to make applications or update our
registration on behalf of our employees or consultants who hold any type of share incentive awards in compliance with Circular 7, nor can we ensure
you that such applications or update of registration will be successful. If we or the participants of our share incentive plan who are PRC citizens fail to
comply with Circular 7, we and/or such participants of our share incentive plan may be subject to fines and legal sanctions, there may be additional
restrictions on the ability of such participants to exercise their share options or remit proceeds gained from sale of their shares into China, and we may
be prevented from further granting share incentive awards under our share incentive plan to our employees or consultants who are PRC citizens.

It may be difficult for overseas regulators to conduct investigation or collect evidence within China.

Shareholder claims or regulatory investigation that are common in the United States generally are difficult to pursue as a matter of law or
practicality in China. For example, in China, there are significant legal and other
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obstacles to providing information needed for regulatory investigations or litigations initiated outside China. Although the authorities in China may
establish a regulatory cooperation mechanism with the securities regulatory authorities of another country or region to implement cross-border
supervision and administration, such cooperation with the securities regulatory authorities in the Unities States may not be efficient in the absence of
mutual and practical cooperation mechanism. Furthermore, according to Article 177 of the PRC Securities Law, which became effective in March 2020,
no overseas securities regulator is allowed to directly conduct investigation or evidence collection activities within the PRC territory. While detailed
interpretation of or implementation rules under Article 177 have yet to be promulgated, the inability for an overseas securities regulator to directly
conduct investigation or evidence collection activities within China may further increase the difficulties you face in protecting your interests. See also
“—Risks Relating to Our Corporate Structure and Governance—You may face difficulties in protecting your interests, and your ability to protect your
rights through U.S. courts may be limited, because we are incorporated under Cayman Islands law and conduct our operations primarily in emerging
markets.”

Risks Relating to Our Corporate Structure and Governance

Investors in the ADSs are not purchasing equity securities of our subsidiaries that have substantive business operations in China but instead are
purchasing equity securities of a Cayman Islands holding company.

Investors in the ADSs are not purchasing equity securities of our subsidiaries that have substantive business operations in China but instead are
purchasing equity securities of a Cayman Islands holding company. Nano Labs Ltd is a holding company with no material operations of its own. We
conduct our operations primarily through our subsidiaries in China and one of our subsidiaries in Hong Kong. Such structure involves unique risks to
investors in the ADSs. Investors may never directly hold equity interests in our PRC subsidiaries with substantive operations. We also cannot assure you
that the Chinese regulatory authorities will not disallow such a structure. If the Chinese regulatory authorities disallow the structure, it would likely
result in a material change in our operations and cause the value of our ADSs to significantly decline or become worthless.

If the custodians or authorized users of our controlling non-tangible assets, including chops and seals, fail to fulfill their responsibilities, or
misappropriate or misuse these assets, our business and operations may be materially and adversely affected.

Under PRC law, legal documents for corporate transactions, including agreements and contracts such as the leases and sales contracts that our
business relies on, are executed using the chop or seal of the signing entity or with the signature of a legal representative whose designation is registered
and filed with the relevant local branch of the market supervision administration.

In order to maintain the physical security of our chops and the chops of our PRC entities, we generally store these items in secured locations
accessible only by the authorized personnel of each of our PRC subsidiary and consolidated entities. Although we monitor such authorized personnel,
there is no assurance such procedures will prevent all instances of abuse or negligence. Accordingly, if any of our authorized personnel misuse or
misappropriate our corporate chops or seals, we could encounter difficulties in maintaining control over the relevant entities and experience significant
disruption to our operations. If a designated legal representative obtains control of the chops in an effort to obtain control over any of our PRC
subsidiary or consolidated entities, we, our PRC subsidiaries or consolidated entities would need to pass a new shareholder or board resolution to
designate a new legal representative and we would need to take legal action to seek the return of the chops, apply for new chops with the relevant
authorities, or otherwise seek legal redress for the violation of the representative’s fiduciary duties to us, which could involve significant time and
resources and divert management attention away from our regular business. In addition, the affected entity may not be able to recover corporate assets
that are sold or transferred out of our control in the event of such a misappropriation if a transferee relies on the apparent authority of the representative
and acts in good faith.
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Our post-offering memorandum and articles of association contain anti-takeover provisions that could have a material adverse effect on the rights
of holders of our ordinary shares and ADSs.

We will adopt an amended and restated memorandum and articles of association that will become effective immediately prior to the completion of
this offering. Our new memorandum and articles of association will contain certain provisions that limit the ability of others to acquire control of our
company or cause us to engage in change-of-control transactions, including a provision that grants authority to our board of directors to establish and
issue from time to time one or more series of preferred shares without action by our shareholders and to determine, with respect to any series of
preferred shares, the terms and rights of that series. These provisions could have the effect of depriving our shareholders and ADSs holders of the
opportunity to sell their shares or ADSs at a premium over the prevailing market price by discouraging third parties from seeking to obtain control of
our company in a tender offer or similar transactions.

The dual-class structure of our ordinary shares may adversely affect the trading market for our ADSs.

Certain shareholder advisory firms have announced changes to their eligibility criteria for inclusion of shares of public companies on certain
indices, including the S&P 500, to exclude companies with multiple classes of shares and companies whose public shareholders hold no more than 5%
of total voting power from being added to such indices. In addition, several shareholder advisory firms have announced their opposition to the use of
multiple class structures. As a result, the dual-class structure of our ordinary shares may prevent the inclusion of our ADSs representing Class A
ordinary shares in such indices and may cause some shareholder advisory firms to publish negative commentary about our corporate governance
practices or otherwise seek to cause us to change our capital structure. Any such exclusion from indices could result in a less active trading market for
our ADSs. Any negative actions or publications by shareholder advisory firms could also adversely affect the value of our ADSs.

We are a “controlled company” within the meaning of the NASDAQ Stock Market Rules and, as a result, may rely on exemptions from certain
corporate governance requirements that provide protection to shareholders of other companies.

Upon the completion of this offering, we will be a “controlled company” as defined under corporate governance rules of Nasdaq Stock Market,
because Mr. Jianping Kong will beneficially own % of our then-issued and outstanding Class B ordinary shares and will be able to exercise %
of the total voting power of our issued and outstanding ordinary shares immediately after the consummation of this offering, assuming the underwriters
do not exercise its option to purchase additional ADSs. For further information, see “Principal Shareholders.” For so long as we remain a controlled
company under that definition, we are permitted to elect to rely, and may rely, on certain exemptions from corporate governance rules, including (1) the
requirement that our director nominees must be selected or recommended solely by independent directors and (2) the requirement that we have a
corporate governance and nominating committee that is composed entirely of independent directors with a written charter addressing the committee’s
purpose and responsibilities. As a result, you may not have the same protection afforded to shareholders of companies that are subject to these corporate
governance requirements.

Our amended and restated memorandum and articles of association contain anti-takeover provisions that could have a material adverse effect on the
rights of holders of our Class A ordinary shares and ADSs.

We have adopted an amended and restated memorandum and articles of association that will become effective immediately prior to completion of
this offering. Our new memorandum and articles of association contain provisions to limit the ability of others to acquire control of our company or
cause us to engage in change-of-control transactions, including a provision that entitles each Class B ordinary share to 15 votes in respect of all matters
subject to a shareholders’ vote. These provisions could have the effect of depriving our shareholders of an opportunity to sell their shares at a premium
over prevailing market prices by discouraging
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third parties form seeking to obtain control of our company in a tender offer or similar transaction. Although we expect to issue all of our authorized
Class B ordinary shares upon the completion of this offering, if any of such Class B ordinary shares are converted into Class A ordinary shares or
canceled for any reasons, our board of directors will have the authority without further action by our shareholders to issue additional Class B ordinary
shares, which will be dilutive to our Class A ordinary shareholders. In addition, our board of directors has the authority, without further action by our
shareholders, to issue preferred shares in one or more series and to fix their designations, powers, preferences, privileges, and relative participating,
optional or special rights and the qualifications, limitations or restrictions, including dividend rights, conversion rights, voting rights, terms of
redemption and liquidation preferences, any or all of which may be greater than the rights associated with our Class A ordinary shares, in the form of
ADS or otherwise. We could issue preferred shares quickly with terms calculated to delay or prevent a change in control of our company or make
removal of management more difficult. If our board of directors decides to issue preferred shares, the price of our ADSs may fall and the voting and
other rights of the holders of our Class A ordinary shares and ADSs may be materially and adversely affected.

You may face difficulties in protecting your interests, and your ability to protect your rights through U.S. courts may be limited, because we are
incorporated under Cayman Islands law and conduct our operations primarily in emerging markets.

We are an exempted company incorporated under the laws of the Cayman Islands. Our corporate affairs are governed by our memorandum and
articles of association, the Companies Act of the Cayman Islands, as amended and the common law of the Cayman Islands. The rights of shareholders to
take action against our directors, actions by our minority shareholders and the fiduciary duties of our directors to us under the Cayman Islands law are to
a large extent governed by the common law of the Cayman Islands. The common law of the Cayman Islands is derived in part from comparatively
limited judicial precedent in the Cayman Islands as well as from the common law of England, the decisions of whose courts are of persuasive authority,
but are not binding, on a court in the Cayman Islands. The rights of our shareholders and the fiduciary duties of our directors under Cayman Islands law
are not as clearly established as they would be under statutes or judicial precedent in some jurisdictions in the United States. In particular, the Cayman
Islands have a less developed body of securities laws than the United States. In addition, Cayman Islands companies may not have standing to initiate a
shareholder derivative action in a federal court of the United States.

Shareholders of Cayman Islands exempted companies like us have no general rights under Cayman Islands law to inspect corporate records (other
than the memorandum and articles of association, our register of mortgages and charges and special resolutions of our shareholders) or to obtain copies
of lists of shareholders of these companies. Our directors have discretion under our articles of association to determine whether or not, and under what
conditions, our corporate records may be inspected by our shareholders, but are not obligated to make them available to our shareholders. This may
make it more difficult for you to obtain the information needed to establish any facts necessary for a shareholder motion or to solicit proxies from other
shareholders in connection with a proxy contest.

Certain corporate governance practices in the Cayman Islands, which is our home country, differ significantly from requirements for companies
incorporated in other jurisdictions such as the United States. We may follow the home country practice for certain corporate governance practices after
the closing of this offering which may differ from the requirements of the Nasdaq Global Market. If we choose to follow the home country practice, our
shareholders may be afforded fewer protection than they otherwise would under rules and regulations applicable to U.S. domestic issuers.

In addition, we conduct substantially all of our business operations in emerging markets, including China, and substantially all of our directors and
senior management are based in China. The SEC, U.S. Department of Justice, or the DOJ, and other authorities often have substantial difficulties in
bringing and enforcing actions against non-U.S. companies and non-U.S. persons, including company directors and officers, in certain emerging
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markets, including China. Additionally, our public shareholders may have limited rights and few practical remedies in emerging markets where we
operate, as shareholder claims that are common in the United States, including class action based on securities law and fraud claims, generally are
difficult or impossible to pursue as a matter of law or practicality in many emerging markets, including China. For example, in China, there are
significant legal and other obstacles for the SEC, the DOJ and other U.S. authorities to obtaining information needed for shareholder investigations or
litigation. Although the competent authorities in China may establish a regulatory cooperation mechanism with the securities regulatory authorities of
another country or region to implement cross-border supervision and administration, the regulatory cooperation with the securities regulatory authorities
in the United States has not been efficient in the absence of a mutual and practical cooperation mechanism. According to Article 177 of the PRC
Securities Law which became effective in March 2020, no foreign securities regulator is allowed to directly conduct investigation or evidence collection
activities within the territory of China. Accordingly, without the consent of the competent PRC securities regulators and relevant authorities, no
organization or individual may provide the documents and materials relating to securities business activities to foreign securities regulators.

As a result of all of the above, our public shareholders may have more difficulty in protecting their interests in the face of actions taken by
management, members of the board of directors or controlling shareholders than they would as public shareholders of a company incorporated in the
United States. For a discussion of significant differences between the provisions of the Companies Act of the Cayman Islands and the laws applicable to
companies incorporated in the United States and their shareholders, see “Description of Share Capital—Differences in Corporate Law.”

Certain judgments obtained against us by our shareholders may not be enforceable.

We are a Cayman Islands exempted company and all of our assets are located outside the United States. All of our current operations are
conducted in China. In addition, all of our current directors and officers are nationals and residents of countries other than the United States. A
substantial portion of the assets of these persons are located outside the United States. As a result, it may be difficult or impossible for you to bring an
action against us or against these individuals in the United States in the event that you believe that your rights have been infringed under the U.S. federal
securities laws or otherwise. Even if you are successful in bringing an action of this kind, the laws of the Cayman Islands and of China may render you
unable to enforce a judgment against our assets or the assets of our directors and officers. For more information regarding the relevant laws of the
Cayman Islands and China, see “Enforceability of Civil Liabilities.”

We are an emerging growth company within the meaning of the Securities Act and may take advantage of certain reduced reporting requirements.

We are an “emerging growth company,” as defined in the JOBS Act, and we may take advantage of certain exemptions from requirements
applicable to other public companies that are not emerging growth companies including, most significantly, not being required to comply with the
auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002 for so long as we are an emerging growth company until the fifth
anniversary from the date of our initial listing.

The JOBS Act also provides that an emerging growth company does not need to comply with any new or revised financial accounting standards
until such date that a private company is otherwise required to comply with such new or revised accounting standards. We intend to avail ourselves of
the extended transition period.
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We are a foreign private issuer within the meaning of the rules under the Exchange Act, and as such we are exempt from certain provisions
applicable to United States domestic public companies.

Because we are a foreign private issuer under the Exchange Act, we are exempt from certain provisions of the securities laws and regulations in
the United States that apply to U.S. domestic issuers, including:

. the rules under the Exchange Act requiring the filing of quarterly reports on Form 10-Q or current reports on Form 8-K with the SEC;

. the sections of the Exchange Act regulating the solicitation of proxies, consents, or authorizations in respect of a security registered under
the Exchange Act;
. the sections of the Exchange Act requiring insiders to file public reports of their stock ownership and trading activities and liability for

insiders who profit from trades made in a short period of time; and

. the selective disclosure rules by issuers of material nonpublic information under Regulation FD.

We will be required to file an annual report on Form 20-F within four months of the end of each fiscal year. In addition, we intend to publish our
results on a quarterly basis through press releases, distributed pursuant to the rules and regulations of the Nasdaq Global Market. Press releases relating
to financial results and material events will also be furnished to the SEC on Form 6-K. However, the information we are required to file with or furnish
to the SEC will be less extensive and less timely than that required to be filed with the SEC by U.S. domestic issuers. As a result, you may not be
afforded the same protections or information that would be made available to you were you investing in a U.S. domestic issuer.

As an exempted company incorporated in the Cayman Islands, we are permitted to adopt certain home country practices in relation to corporate
governance matters that differ significantly from the requirements of Nasdaq Stock Market Rules. These practices may afford fewer protection to
shareholders than they would enjoy if we complied fully with the Nasdaq Stock Market Rules.

As a Cayman Islands exempted company listed on the Nasdaq Global Market, we are subject to the Nasdaq Stock Market Rules. However, the
Nasdaq Stock Market Rules permit a foreign private issuer like us to follow the corporate governance practices of its home country. Certain corporate
governance practices in the Cayman Islands, which is our home country, may differ significantly from the Nasdaq Stock Market Rules. For instance, we
are not required to: (1) have a majority of the board be independent; (2) have a compensation committee or a nominating and corporate governance
committee consisting entirely of independent directors; or (3) have regularly scheduled executive sessions with only independent directors each year. We
intend to rely on all of these exemptions. As a result, you may not be provided with the benefits of certain corporate governance requirements of the
Nasdaq Global Market. We may also follow the home country practice for certain other corporate governance practices after the closing of this offering
which may differ from the requirements of the Nasdaq Global Market. If we choose to follow the home country practice, our shareholders may be
afforded fewer protection than they would otherwise enjoy under the Nasdaq Stock Market Rules applicable to U.S. domestic issuers.

Risks Relating to the ADSs and this Offering

The approval of or clearance by the CSRC, the CAC and other compliance procedures may be required in connection with this offering, and, if
required, we cannot predict whether we will be able to obtain such approval or clearance.

The M&A Rules requires an overseas special purpose vehicle that are controlled by PRC companies or individuals formed for the purpose of
seeking a public listing on an overseas stock exchange through acquisitions of PRC domestic companies using shares of such special purpose vehicle or
held by its shareholders as considerations to obtain the approval of the CSRC, prior to the listing and trading of such special purpose vehicle’s securities
on an overseas stock exchange. However, the application of the M&A Rules remains unclear.
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If CSRC approval in connection with the M&A Rules is required, it is uncertain whether it would be possible for us to obtain the approval. Any failure
to obtain or delay in obtaining such CSRC approval for this offering would subject us to sanctions imposed by the CSRC and other PRC regulators.

While the application of the M&A Rules remains unclear, we believe, that the CSRC approval is not required in the context of this offering,
because (1) the CSRC currently has not issued any definitive rule or interpretation concerning whether offerings under the Prospectus are subject to the
M&A Rules; and (2) the PRC Subsidiaries were not established by merger with or acquisition of PRC domestic companies as defined under the M&A
Rules. However, uncertainties still exist as to how the M&A Rules will be interpreted and implemented, and the opinion of our PRC counsel is subject
to any new laws, rules, and regulations or detailed implementations and interpretations in any form relating to the M&A Rules. We cannot assure you
that the relevant PRC government agencies, including the CSRC, would reach the same conclusion as our PRC counsel. If the CSRC or other PRC
regulatory body subsequently determines that we need to obtain the CSRC’s approval for this offering or if the CSRC or any other PRC government
authorities promulgates any interpretation or implements rules that would require us to obtain CSRC or other governmental approvals for any such
offering, we may face adverse actions or sanctions by the CSRC or other PRC regulatory agencies, which may include fines and penalties on our
operations in China, limitations on our operating privileges in China, delays in or restrictions on the repatriation of the proceeds from any such offering
into China, restrictions on or prohibition of the payments or remittance of dividends by our subsidiaries in China, or other actions that could have a
material and adverse effect on our business, reputation, financial condition, results of operations, prospects, as well as the trading price of our ADSs.
The CSRC or other PRC regulatory agencies may also take actions requiring us, or making it advisable for us, to halt any such offering before the
settlement and delivery of the ADSs that we are offering. In addition, if the CSRC or other regulatory agencies later promulgate new rules or
explanations requiring that we obtain their approvals for this offering, we may be unable to obtain a waiver of such approval requirements.

The General Office of the Central Committee of the Communist Party of China and the General Office of the State Council jointly issued the
Opinions on Severe and Lawful Crackdown on Illegal Securities Activities, which was available to the public on July 6, 2021. These opinions
emphasized the need to strengthen the administration over illegal securities activities and the supervision on overseas listings by China-based
companies. These opinions proposed to take effective measures, such as promoting the construction of relevant regulatory systems, to deal with the risks
and incidents facing China-based overseas-listed companies and the demand for cybersecurity and data privacy protection. Moreover, on January 4,
2022, the CAC and other ministries and commissions (including the CSRC) announced the adoption of the Cybersecurity Review Measures, which
became effective on February 15, 2022 and provides that network platform operators possessing personal information of more than one million
individual users must undergo a cybersecurity review by the CAC when they seek to have their securities listed on a foreign stock exchange.
Furthermore, the Standing Committee of the National People’s Congress passed the PIPL, which became effective on November 1. 2021, requires such
operators to obtain consent of the user prior to any cross-boarder transfer of personal information, as well as the satisfaction of at least one of the
following conditions: (1) a security assessment organized by competent cybersecurity authorities has been passed; (2) certification of personal
information protection from a specialized institution in accordance with the provisions issued by competent cybersecurity authorities has been passed;
(3) a model contract about both parties’ rights and obligations formulated by competent cybersecurity authorities with the overseas recipient has been
entered into; or (4) any other condition prescribed by laws, administrative regulations or by competent cybersecurity authorities has been satisfied.
These policies and any related implementation rules to be enacted may subject us to additional compliance requirement. As of the date of this
prospectus, no official guidance or related implementation rules have been issued in relation to these recently issued opinions, and the interpretation and
implementation of these opinions remain unclear at this stage.

On December 24, 2021, the CSRC, together with other relevant government authorities in China issued the Draft Overseas Listing Regulations.
The Draft Overseas Listing Regulations require that a PRC domestic enterprise seeking to issue and list its shares overseas shall complete the filing
procedures with the CSRC. Such
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overseas securities issuance and listing include direct and indirect issuance and listing. Where an enterprise, whose principal business activities are
conducted in China, seeks to issue and list its shares in the name of an overseas entity, such practice is deemed as an indirect overseas issuance and
listing in the meaning of the Draft Overseas Listing Regulations. Therefore, our company will be required to complete the filing procedures with the
CSRC, if the Draft Overseas Listing Regulations become effective in their current form in the future.

Neither we nor any of our subsidiaries has not obtained the approval or clearance from either the CSRC, the CAC or any other regulators in China
for this offering. We cannot assure you that we will remain fully compliant with all new regulatory requirements of these opinions or any future
implementation rules on a timely basis, or at all. If we are subject to additional requirements that we obtain the approval or clearance from either the
CSRC, the CAC or any other regulators in China for this offering but fail to obtain such approval or clearance, we will not be able to pursue this offering
any further. If we attempt to pursue this offering without obtaining such approval or clearance from regulators in China, no matter it is rejected or
granted but later rescinded, or if we inadvertently conclude that such approvals are not required, we may face severe and expansive sanctions imposed
by regulators in China, including fines and penalties on our operations in China, limitations on our operating privileges in China, delays in or restrictions
on the repatriation of the proceeds from this offering into the PRC, restrictions on or prohibition of the payments or remittance of dividends by our
subsidiaries in China, forced delisting of the ADSs, or other actions that could have a material and adverse effect on our business, financial condition,
results of operations, reputation and prospects, as well as the trading price of the ADSs. The CSRC or other regulators in China may also take actions
requiring us, or making it advisable for us, to halt this offering before the settlement and delivery of the ADSs that we are offering. Consequently, if you
engage in market trading or other activities in anticipation of and prior to the settlement and delivery of the ADSs we are offering, you would be doing
so at the risk that the settlement and delivery may not occur. In addition, if the CSRC or other regulators in China later promulgate new rules or
explanations requiring that we obtain their approvals for this offering, we may be unable to obtain a waiver of such approval requirements.

An active trading market for our ordinary shares or the ADSs may not develop and the trading price for the ADSs may fluctuate significantly.

We have applied to list the ADSs on the Nasdaq Global Market. We have no current intention to seek a listing for our ordinary shares on any stock
exchange. Prior to the completion of this offering, there has been no public market for the ADSs or our ordinary shares. If an active public market for
our ADSs does not develop following the completion of this offering, the market price and liquidity of the ADSs may be materially and adversely
affected.

The initial public offering price for the ADSs will be determined by negotiation between us and the underwriters based upon several factors, and
we can provide no assurance that the trading price of the ADSs after this offering will not fall below the initial public offering price. As a result,
investors in our securities may experience a significant decrease in the value of their ADSs.

The trading price of the ADSs is likely to be volatile, which could result in substantial losses to investors.

The trading price of the ADSs is likely to be volatile and could fluctuate widely due to factors beyond our control. This may happen because of
broad market and industry factors, including the performance and fluctuation of the market prices of other companies with business operations located
mainly in China that have listed their securities in the United States. The securities of some of these companies have experienced significant volatility
since their initial public offerings, including, in some cases, substantial price declines in their trading prices. The trading performances of other PRC
companies’ securities after their offerings may affect the attitudes of investors toward PRC companies listed in the United States in general and
consequently may impact the trading performance of our ADSs, regardless of our actual operating performance.
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In addition to market and industry factors, the price and trading volume of our ADSs may be highly volatile due to factors specific to our own
operations, including the following:

. variations in our revenues, earnings and cash flow;

. announcements of new investments, acquisitions, strategic partnerships or joint ventures by us or our competitors;
. announcements of new offerings, solutions and expansions by us or our competitors;

. changes in financial estimates by securities analysts;

. detrimental adverse publicity about us, our products or our industry;

. additions or departures of key personnel;

. the release of lockup or other transfer restrictions on our outstanding equity securities or sales of additional equity securities; and

. potential litigation or regulatory investigations.
Any of these factors may result in large and sudden changes in the volume and price at which our ADSs will trade.

In the past, shareholders of public companies have often brought securities class action suits against those companies following periods of
instability in the market price of their securities. If we were involved in a class action suit, it could divert a significant amount of our management’s
attention and other resources from our business and operations and require us to incur significant expenses to defend the suit, which could harm our
results of operations. Any such class action suit, whether or not successful, could harm our reputation and restrict our ability to raise capital in the future.
In addition, if a claim is successfully made against us, we may be required to pay significant damages, which could have a material adverse effect on our
financial condition and results of operations.

If securities or industry analysts do not publish research or reports about our business, or if they adversely change their recommendations regarding
the ADSs, the market price for the ADSs and trading volume could decline.

The trading market for the ADSs will be influenced by research or reports that industry or securities analysts publish about our business. If one or
more analysts who cover us downgrade the ADSs, the market price for the ADSs would likely decline. If one or more of these analysts cease to cover us
or fail to regularly publish reports on us, we could lose visibility in the financial markets, which could, in turn, cause the market price or trading volume
for the ADSs to decline.

The sale or availability for sale of substantial amounts of the ADSs could adversely affect their market price.

Sales of substantial amounts of the ADSs in the public market after the completion of this offering, or the perception that these sales could occur,
could adversely affect the market price of the ADSs and could materially impair our ability to raise capital through equity offerings in the future. The
ADSs sold in this offering will be freely tradable without restriction or further registration under the Securities Act of 1933, as amended, or the
Securities Act, and shares held by our existing shareholders may also be sold in the public market in the future subject to the restrictions in Rule 144 and
Rule 701 under the Securities Act and the applicable lock-up agreements. There will be ADSs (equivalent to Class A ordinary shares) outstanding
immediately after this offering, or ADSs (equivalent to Class A ordinary shares) if the underwriters exercise their option to purchase additional ADSs in
full. In connection with this offering, we and our officers, directors and certain option holders have agreed not to sell any ordinary shares or ADSs for
180 days after the date of this prospectus without the prior written consent of the underwriters, subject to certain exceptions. However, the underwriters
may release
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these securities from these restrictions at any time, subject to applicable regulations of the Financial Industry Regulatory Authority, Inc. We cannot
predict what effect, if any, market sales of securities held by our significant shareholders or any other shareholder or the availability of these securities
for future sale will have on the market price of the ADSs. See “Underwriting” and “Shares Eligible for Future Sale” for a more detailed description of
the restrictions on selling our securities after this offering.

Because we do not expect to pay dividends in the foreseeable future after this offering, you must rely on price appreciation of the ADSs for a return
on your investment.

We currently intend to retain most, if not all, of our available funds and any future earnings after this offering to fund the development and growth
of our business. As a result, we do not expect to pay any cash dividends in the foreseeable future. Therefore, you should not rely on an investment in our
ADSs as a source for any future dividend income.

Our board of directors has discretion as to whether to distribute dividends, subject to certain requirements of Cayman Islands law. Under Cayman
Islands law, a Cayman Islands company may pay a dividend out of either profit or share premium account, provided that in no circumstances may a
dividend be paid if this would result in the company being unable to pay its debts as they fall due in the ordinary course of business. Even if our board of
directors decides to declare and pay dividends, the timing, amount and form of future dividends, if any, will depend on our future results of operations
and cash flow, our capital requirements and surplus, the amount of distributions, if any, received by us from our subsidiaries, our financial condition,
contractual restrictions and other factors deemed relevant by our board of directors. Accordingly, the return on your investment in the ADSs will likely
depend entirely upon any future price appreciation of the ADSs. There is no guarantee that the ADSs will appreciate in value after this offering or even
maintain the price at which you purchased the ADSs. You may not realize a return on your investment in the ADSs, and you may even lose your entire
investment in the ADSs.

Because the initial public offering price is substantially higher than the pro forma net tangible book value per share, you will experience immediate
and substantial dilution.

If you purchase ADSs in this offering, you will pay more for each ADS than the corresponding amount paid by existing shareholders for their
Class A ordinary shares. As a result, you will experience immediate and substantial dilution of approximately US$ per ADS (assuming that no
outstanding options to acquire ordinary shares are exercised). This number represents the difference between (1) our pro forma net tangible book value
per ADS of US$ as of December 31, 2021, after giving effect to this offering and (2) the assumed initial public offering price of US$ per
ADS, the midpoint of the estimated initial public offering price range set forth on the front cover of this prospectus. See “Dilution” for a more complete
description of how the value of your investment in the ADSs will be diluted upon the completion of this offering.

We have not determined a specific use for a portion of the net proceeds from this offering, and we may use these proceeds in ways with which you
may not agree.

We have not determined a specific use for a portion of the net proceeds of this offering, and our management will have considerable discretion in
deciding how to apply these proceeds. You will not have the opportunity to assess whether the proceeds are being used appropriately before you make
your investment decision. You must rely on the judgment of our management regarding the application of the net proceeds of this offering. We cannot
assure you that the net proceeds will be used in a manner that will improve our results of operations or increase our ADS price, or that these net
proceeds will be placed only in investments that generate income or appreciate in value.

The voting rights of holders of ADSs are limited by the terms of the deposit agreement, and you may not be able to exercise your right to vote your
ordinary shares.

As a holder of the ADSs, you will only be able to exercise the voting rights with respect to the underlying Class A ordinary shares represented by
your ADSs in accordance with the provisions of the deposit agreement.
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Under the deposit agreement, you must vote by giving voting instructions to the depositary. Upon receipt of your voting instructions, the depositary will
vote the underlying Class A ordinary shares represented by your ADSs in accordance with these instructions. You will not be able to directly exercise
your right to vote with respect to the underlying Class A ordinary shares represented by your ADSs unless you cancel and withdraw such ordinary
shares. Under our amended and restated memorandum and articles of association that will become effective immediately prior to the completion of this
offering, the minimum notice period required for convening a general meeting is ten calendar days. When a general meeting is convened, you may not
receive sufficient advance notice to withdraw the underlying Class A ordinary shares represented by your ADSs to allow you to vote with respect to any
specific matter. If we ask for your instructions, the depositary will notify you of the upcoming vote and will arrange to deliver our voting materials to
you. We cannot assure you that you will receive the voting materials in time to ensure that you can instruct the depositary to vote the underlying Class A
ordinary shares represented by your ADSs. In addition, the depositary and its agents are not responsible for failing to carry out voting instructions or for
their manner of carrying out your voting instructions. This means that you may not be able to exercise your right to vote and you may have no legal
remedy if the underlying Class A ordinary shares represented by your ADSs are not voted as you requested.

ADS holders may not be entitled to a jury trial with respect to claims arising under the deposit agreement, which could result in less favorable
outcomes to the plaintiff(s) in any such action.

The deposit agreement governing the ADSs representing our Class A ordinary shares provides that the United States District Court for the
Southern District of New York (or, if the United States District Court for the Southern District of New York lacks subject matter jurisdiction over a
particular dispute, in the state courts in New York County, New York) shall have exclusive jurisdiction to hear and determine claims arising out of or
relating in any way to the deposit agreement (including claims arising under the Exchange Act or the Securities Act) and 