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NANO LABS LTD
CONSOLIDATED BALANCE SHEETS
(Unaudited)

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable
Inventories, net
Prepayments
Other current assets
Total current assets
Non-current assets:
Property, plant and equipment, net
Intangible asset, net
Operating lease right-of-use assets
Total non-current assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Current portion of long-term debts
Accounts payable
Advance from customers
Operating lease liabilities, current
Other current liabilities
Total current liabilities
Non-current liabilities:
Long-term debts
Operating lease liabilities, non-current
Total non-current liabilities
Total liabilities

Shareholders’ equity:
Class A ordinary shares ($0.0001 par value; 242,821,846 shares authorized; 54,318,514 shares
issued and outstanding as of December 31, 2022 and June 30, 2023, respectively)
Class B ordinary shares ($0.0001 par value; 57,178,154 shares authorized; 57,178,154 shares
issued and outstanding as of December 31, 2022 and June 30, 2023, respectively)
Additional paid-in capital
Accumulated deficit
Statutory reserves
Accumulated other comprehensive income
Total shareholders’ equity

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

Exhibit 99.1

As of
December 31, As of June 30,
2022 2023
RMB RMB US$
87,811,272 16,839,750 2,330,503
48,112 417,565 57,788
- 1,484,548 205,451
102,201,746 41,934,840 5,803,488
71,314,254 42,424,141 5,871,203
27,275,215 35,756,740 4,948,483
288,650,599 138,857,584 19,216,916
21,426,955 105,278,931 14,569,865
48,717,132 48,224,210 6,673,892
8,447,978 4,394,524 608,171
78,592,065 157,897,665 21,851,928
367,242,664 296,755,249 41,068,844
280,000 1,560,000 215,893
15,292,843 56,341,159 7,797,221
124,469,097 106,012,404 14,671,373
4,199,361 3,798,072 525,627
39,399,532 30,537,633 4,226,193
183,640,833 198,249,268 27,436,307
16,673,316 65,739,865 9,097,936
2,514,115 762,344 105,503
19,187,431 66,502,209 9,203,439
202,828,264 264,751,477 36,639,746
35,425 35,425 4,903
36,894 36,894 5,106
354,803,564 354,941,162 49,121,365
(199,207,921) (333,527,402) (46,157,851)
6,647,109 6,647,109 919,913
2,099,329 3,870,584 535,662
164,414,400 32,003,772 4,429,098
367,242,664 296,755,249 41,068,844

The accompanying notes are an integral part of these unaudited consolidated financial statements
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Net revenues
Cost of revenues

Gross profit (loss)

Operating expenses:
Selling and marketing expenses
General and administrative expenses
Research and development expenses

Total operating expenses

Profit (loss) from operations

Other expenses (income):
Finance expense (income)
Interest income
Other income

Total other income

Income (loss) before income tax provision
Income tax provision

Net income (loss)

Comprehensive income (loss):
Net income (loss)
Other comprehensive income:
Foreign currency translation adjustment
Total comprehensive income (loss)

Net income (loss) per ordinary share:
Basic

Diluted

NANO LABS LTD

CONSOLIDATED STATEMENTS OF OPERATIONS AND

COMPREHENSIVE INCOME (LOSS)
(Unaudited)

Weighted average number of shares used in per share calculation:

Basic
Diluted

For the six months ended June 30,

2022 2023
RMB RMB US$
380,138,767 52,268,716 7,233,623
203,767,419 115,167,091 15,938,317
176,371,348 (62,898,375) (8,704,694)
10,165,237 9,501,537 1,314,946
16,885,396 31,041,335 4,295,903
41,692,574 32,953,337 4,560,511
68,743,207 73,496,209 10,171,360
107,628,141  (136,394,584)  (18,876,054)
(636,158) 1,600,591 221,511
(1,860,642) (335,986) (46,498)
(1,268,583) (3,339,708) (462,192)
(3,765,383) (2,075,103) (287,179)
111,393,524  (134,319,481)  (18,588,875)
111,393,524  (134,319,481)  (18,588,875)
111,393,524  (134,319,481)  (18,588,875)
1,336,892 1,771,255 245,129
112,730,416  (132,548,226)  (18,343,746)
1.07 (1.20) 0.17)
1.07 (1.20) (0.17)
103,790,000 111,496,668 111,496,668
103,902,581 111,496,668 111,496,668

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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Balance, January 1, 2022
Share-based compensation
Net income
Foreign currency

translation adjustment

Balance, June 30, 2022

Balance, January 1, 2023
Share-based
compensation
Net loss
Foreign currency
translation adjustment

Balance, June 30, 2023

Us$

NANO LABS LTD

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (DEFICIT)

(Unaudited)
Class A Ordinary Class B Ordinary Accumulated Total
Ordinary Shares Shares Shares Additional Other Shareholders’
Number of Number of Number of Paid-in Statutory Accumulated Comprehensive Equity
Shares Amount Shares Amount Shares Amount Capital Reserves Deficit Income (Loss) (Deficit)
RMB RMB RMB RMB RMB RMB RMB RMB
103,790,000 66,970 - - - - 201,418,380 - (223,679,698) (2,467,327)  (24,661,675)
- - - - - - 4,673,673 - - - 4,673,673
- - - - - - - - 111,393,524 - 111,393,524
- - - - - - - - - 1,336,892 1,336,892
103,790,000 66,970 - - - - 206,092,053 - 112,286,174) ( 1,130,435) 92,742,414
- - 54,318,514 35,425 57,178,154 36,894 354,803,564 6,647,109 (199,207,921) 2,099,329 164,414,400
- - - - - - 137,598 - - - 137,598
- - - - - - - - (134,319,481) - (134,319,481)
- - - - - - - - - 1,771,255 1,771,255
- - 54,318,514 35,425 57,178,154 36,894 354,941,162 6,647,109 ( 333,527,402) 3,870,584 32,003,772
Balance, June 30, 2023, in
- 4,903 5,106 49,121,365 919,913 146,157,851) 535,662 4,429,098

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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NANO LABS LTD

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities:

Amortization of right-of-use assets
Depreciation and amortization expenses
Loss on lease termination
Share-based compensation
Inventory write-down

Changes in assets and liabilities:
Accounts receivable
Inventories, net
Prepayments
Other current assets
Accounts payable
Advance from customers
Operating lease liabilities, current
Other current liabilities

Net cash used in operating activities

Cash flow from investing activities:
Purchases of property, plant and equipment
Proceeds from sales of short-term investments
Purchases of intangible assets

Net cash used in investing activities

Cash flow from financing activities:

Proceeds from long-term debts

Repayments of long-term debts
Net cash provided by financing activities
Effects of exchange rate changes on cash, cash equivalents and restricted cash
Net decrease in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of the period
Cash, cash equivalents and restricted cash at end of the period

Supplemental cash flow disclosures:
Interest paid

Income taxes paid

Non-cash investing and financing activities:

Operating lease right-of-use asset obtained in exchange for operating lease liability

For the six months ended June 30,

2022 2023
RMB RMB US$
111,393,524  (134,319,481)  (18,588,875)
2,536,996 3,758,499 520,150
1,753,838 2,656,632 367,659
— 113,588 15,720
4,673,673 137,598 19,043
— 73,273,361 10,140,519
_ 1,484,741 205,478
(178,821,025)  (13,043,807) (1,805,171)
108,228,527 29,070,689 4,023,179
6,088,030 15,608,398 2,160,093
4,475,972 40,189,889 5,561,998
(220,497,734)  (18,644,091) (2,580,211)
(2,505,918) (2,006,248) (277,651)
(2,567,263)  (32,915,974) (4,555,340)
(165,241,380)  (34,636,206) (4,793,409)
(1,136,260)  (86,014,785)  (11,903,842)
31,772,500 — —
(49,292,209) — —
(18,655,969)  (86,014,785)  (11,903,842)
— 50,876,549 7,040,957
— (530,000) (73,348)
— 50,346,549 6,967,609
1,452,892 (297,627) (41,189)
(182,444,457)  (70,602,069) (9,770,831)
233,853,654 87,859,384 12,159,122
51,409,197 17,257,315 2,388,291
— 1,054,271 145,904
8,697 — —
— 255,315 35,334

The accompanying notes are an integral part of these unaudited consolidated financial statement.




NANO LABS LTD
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(all amounts in RMB, except share or as otherwise noted)

1.  Organization and nature of operations

Nano Labs Ltd (“Nano Labs”), incorporated on January 8, 2021, is a holding company, as an exempted company with limited liability in the Cayman
Islands. Nano Labs principally engages in fabless integrated circuit (“IC”) design and sale of product solutions by integrating its self-designed IC products
in the People’s Republic of China (“PRC”) and other countries and regions. The Company utilizes third-party suppliers to fabricate, pack and test the IC
products.

Prior to the incorporation of the Company, the Company’s business was carried out by Zhejiang Haowei Technology Co., Ltd. (“Zhejiang Haowei”) and its
subsidiaries. Zhejiang Haowei was established by Mr. Jianping Kong, the principal shareholder, chairman and chief executive officer, in July 2019. Nano
Labs underwent a series of onshore and offshore reorganizations, which were completed in September 2021 (the “Reorganization”).

Immediately before and after the Reorganization, the controlling shareholders of Zhejiang Haowei controlled Zhejiang Haowei and Nano Labs; therefore,
for accounting purposes, the Reorganization is accounted for as a transaction of entities under common control. Accordingly, the accompanying unaudited
consolidated financial statements have been prepared as if the current corporate structure had been in existence throughout the periods presented. The
number of outstanding shares in the unaudited consolidated balance sheets, the unaudited consolidated statements of changes in shareholders’ equity
(deficit), and per share information including the net income (loss) per ordinary share have been presented retrospectively as of the beginning of the earliest
period presented on the unaudited consolidated financial statements to reflect the final shares issued in the Reorganization.
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The Company does not conduct any substantive operations on its own but instead conducts its business operations through its subsidiaries. The Company’s

major subsidiaries are as follows:

Date of Place of Ownership Principal
Name of subsidiaries incorporation incorporation percentage activities
Zhejiang Haowei Technology Co., Ltd. (“Zhejiang

Haowei”) July 16, 2019 Hangzhou, China 100% Research and development of ICs
Zhejiang Nanomicro Technology Co., Ltd.

(“Zhejiang Nanomicro”) July 16, 2019 Hangzhou, China 100% Research and development of ICs
Zhejiang NanoBlock Technology Co., Ltd. July 16, 2019 Hangzhou, China 100% Research and development of ICs
Zhejiang Ipollo Technology Co., Ltd. August 18, 2020 Hangzhou, China 100% Distribution of products
Nano Labs HK Limited September 8, 2020 Hong Kong 100% Investment
Nano Labs Inc December 22, 2020 BVI 100% Investment
Zhejiang Weike Technology Co., Ltd. Research and development of

June 2, 2021 Hangzhou, China 100% software
IPOLLO PTE. LTD. (formerly IPOLLO MINER

PTE.LTD.) June 9, 2021 Singapore 100% Distribution of products
Ipollo Tech Inc June 29, 2021 BVI 100% Investment
Nano Tech Cayman Ltd July 6, 2021 Cayman 100% Investment
Nano Technology HK Limited July 7, 2021 Hong Kong 100% Investment
Ipollo HK Limited July 7, 2021 Hong Kong 100% Distribution of products
Zhejiang Metaverse Technology Co., Ltd. August 12, 2021 Hangzhou, China 100% Investment
Ipollo Tech Ltd October 27, 2021 Cayman 100% Investment
Haowei Technology (Shaoxing) Co., Ltd. November 3, 2021 Shaoxing, China 100% Investment
Shenzhen Matamata Technology Co., Ltd. November 17, 2021 Shenzhen, China 100% Distribution of products
Shenzhen Matavos Technology Co., Ltd. December 21, 2021 Shenzhen, China 100% Distribution of products
Tsuki Inc January 7, 2022 United States 100% Distribution of products
Metaski (Shaoxing) Technology Co., Ltd. January 13, 2022 Shaoxing, China 100% Distribution of products
Haoweiverse (Shaoxing) Technology Co., Ltd. January 13, 2022 Shaoxing, China 65% Plant and distribution of products
Metameta (Shaoxing) Technology Co., Ltd. January 25, 2022 Shaoxing, China 100% Distribution of products
Ipolloverse HK Limited May 18, 2022 Hong Kong 70% Research and development
Metaverse (Shaoxing) Technology Co., Ltd. May 20, 2022 Shaoxing, China 100% Distribution of products
Ipolloverse Cayman Ltd May 27, 2022 Cayman 70% Investment
Ipolloverse Tech Inc May 30, 2022 BVI 70% Investment
Hangzhou Meta Technology Co., Ltd. October 21, 2022 Hangzhou, China 100% Distribution of products

Nano Labs and its consolidated subsidiaries are collectively referred to herein as the “Company”,

entity.

3«

we” and “us”, unless specific reference is made to an




Liquidity

During the six months ended June 30, 2023, the Company incurred net loss of RMB134 million, and the net cash used in operating activities was RMB35
million. As of June 30, 2023, the Company had a working capital deficit of RMB59 million and accumulated deficit of RMB334 million. Historically, the
Company has relied principally on both operational sources of cash and non-operational sources of financing from investors to fund its operations and
business development. In July 2023, the Company entered into a total of US$10 million (approximately RMB72 million) promissory notes (the “Loans™)
with two related parties. In September 2023, the loans were converted into an aggregate of 19,157,087 Class A ordinary shares of the Company for no
additional consideration. The Company is also actively raising funds from outside investors. Moreover, the Company can adjust the pace of its operation
expansion and control the operating expenses.

As aresult, the Company’s cash flow projections for the period after one year the date that the unaudited consolidated financial statements are issued
indicate that the Company’s existing cash and cash equivalents, together with the proceeds from Loans mentioned above, will be sufficient to cover the
liquidity needs that become due within one year after the date that the unaudited financial statements are issued. The Company may need additional capital
in the future to fund the continued operations of the Company. There can be no assurance that the Company will be successful in acquiring additional
financing, that the Company’s projections of its future working capital needs will prove accurate, or that any additional financing would be sufficient to
continue operations in future years.

2. Summary of Significant Accounting Policies
Basis of preparation

The unaudited consolidated financial statements of the Company have been prepared in accordance with the accounting principles generally accepted in the
United States of America (“U.S. GAAP”) for interim financial information. Accordingly, they do not include all of the information and footnotes required
by U.S. GAAP for the complete consolidated financial statements. The unaudited consolidated financial statements have been prepared on the same basis
as the audited consolidated financial statements and include all adjustments as necessary for the fair statement of the Company’s financial position as of
June 30, 2023, results of operations and cash flows for the six months ended June 30, 2022 and 2023. These unaudited consolidated financial statements
should be read in conjunction with the audited consolidated financial statements and related footnotes thereto contained in the Company’s most recent
consolidated annual financial statements filed with the SEC on Form 20-F. Results for the six months ended June 30, 2023 are not necessarily indicative of
the results expected for the full fiscal year or for any future period.

Use of estimates

The preparation of the Company’s unaudited consolidated financial statements in conformity with US GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Significant accounting estimates reflected in the Company’s unaudited consolidated financial statements include, but not limited to, inventory write-down,

valuation allowance for deferred tax assets and share-based compensation.
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Principles of consolidation

The Company’s unaudited consolidated financial statements include the financial statements of the Company and its subsidiaries. All transactions and
balances among the Company and its subsidiaries have been eliminated upon consolidation.

Functional currency and foreign currency translation

The Company uses Renminbi (“RMB”) as its reporting currency. The functional currency of the Company and its subsidiaries incorporated outside of PRC
is the United States dollar (“US$”), while the functional currency of the PRC entities in the Company is RMB as determined based on the criteria of ASC
830, “Foreign Currency Matters”.

Transactions denominated in other than the functional currencies are re-measured into the functional currency of the entity at the exchange rates prevailing
on the transaction dates. Financial assets and liabilities denominated in other than the functional currency are re-measured at the balance sheet date
exchange rate. The resulting exchange differences are included in the unaudited consolidated statements of operations and comprehensive income (loss).
The financial statements of the Company are translated from the functional currency to the reporting currency, RMB. Assets and liabilities of the Company
and its subsidiaries incorporated outside of PRC are translated into RMB at fiscal year-end exchange rates. Income and expense items are translated at
average exchange rates prevailing during the fiscal year, representing the index rates stipulated by the People’s Bank of China. Translation adjustments
arising from these are reported as foreign currency translation adjustments and are shown as a separate component of shareholders’ equity (deficit) on the
unaudited consolidated financial statement.

Convenience translation

The United States dollar (“US$”) amounts disclosed in the accompanying financial statements are presented solely for the convenience of the readers.
Translations of amounts from RMB into US$ were calculated at the rate of US$1.00=RMB7.2258 on June 30, 2023, representing the central parity rate on
June 30, 2023 published by the People’s Bank of China. No representation is made that the RMB amounts could have been, or could be, converted into
USS$ at that rate on June 30, 2023, or at any other rate.

Concentration of credit risk

Financial instruments that potentially expose the Company to concentrations of credit risk consist primarily of cash and cash equivalents. The Company
places its cash and cash equivalents with financial institutions with high credit ratings and quality.

Fair value measurement

The Company adopted the guidance of Accounting Standards Codification (“ASC”) 820 for fair value measurements which clarifies the definition of fair
value, prescribes methods for measuring fair value, and establishes a fair value hierarchy to classify the inputs used in measuring fair value as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: Observable, market-based inputs, other than quoted prices, in active markets for similar assets or liabilities.

Level 3: Unobservable inputs to the valuation methodology that are significant to the measurement of the fair value of the assets or liabilities.

F-8




ASC 820 also describes three main approaches to measuring the fair value of assets and liabilities:

(1) market approach; (2) income approach and (3) cost approach. The market approach uses prices and other relevant information generated from market
transactions involving identical or comparable assets or liabilities. The income approach uses valuation techniques to convert future amounts to a single
present value amount. The measurement is based on the value indicated by current market expectations about those future amounts. The cost approach is
based on the amount that would currently be required to replace an asset.

Financial instruments included in current assets and current liabilities are reported in the unaudited consolidated balance sheets at face value or cost, which
approximate to fair value because of their short-term maturities.

Related party transactions

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or exercise significant influence over the
other party in making financial and operational decisions. Parties are also considered to be related if they are subject to common control or common
significant influence. A transaction is considered to be a related party transaction when there is a transfer of resources or obligations between related
parties. Related parties may be individuals or corporate entities.

Transactions involving related parties cannot be presumed to be carried out on an arm’s-length basis, as the requisite conditions of competitive, free market
dealings may not exist. Representations about transactions with related parties, if made, shall not imply that the related party transactions were
consummated on terms equivalent to those that prevail in arm’s-length transactions unless such representations can be substantiated. It is not, however,
practical to determine the fair value of amounts due from/to related parties due to their related party nature. There was no related party transaction incurred
during the six months ended June 30, 2022 and 2023.

Cash and cash equivalents

Cash and cash equivalents include cash in bank and time deposits placed with banks or other financial institutions, which have original maturities of three
months or less and are readily convertible to known amounts of cash. As of December 31, 2022 and June 30, 2023, cash and cash equivalents in banks was
RMB87,811,272 and RMB16,839,750, respectively.

Restricted cash

Restricted cash mainly represents the bank deposit frozen by the court as a result of legal proceedings. As of December 31, 2022 and June 30, 2023, the

Company had restricted cash balance of RMB48,112 and RMB417,565, respectively.
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Inventories, net

Inventories, consist of raw materials, work in process and finished goods. Inventories are stated at the lower of cost and net realizable value. Cost of
inventory is determined using the weighted average cost method. Adjustments are recorded to write down the cost of inventory to the estimated net
realizable value due to slow-moving and obsolete inventory, which is dependent upon factors such as historical and forecasted consumer demand, and
promotional environment.

Prepayments

Prepayments primarily consist of advances to suppliers for future inventory purchases and prepaid processing fees.

Property, plant and equipment, net

Property, plant and equipment are stated at historical cost less accumulated depreciation and impairment loss, if any. Depreciation is calculated using the
straight-line method over their estimated useful lives. The estimated useful lives are as follows:

Computers and electronic equipment 2 to 3 years
Office furniture 5 years
Transportation equipment 4 years

Leasehold improvements are depreciated using the straight-line method over the shorter of the estimated useful life of the asset or the remaining lease term.

Construction in progress represents assets under construction. All direct costs relating to the construction are capitalized as construction in progress.
Construction in progress is not depreciated until the asset is placed in service.

Intangible asset, net

The Company’s intangible asset with definite useful lives primarily consists of a franchise right and land use right. According to the law of PRC, the
government owns all the land in the PRC. Companies or individuals are authorized to possess and use the land only through land use rights granted by the
Chinese government for a specified period of time. The Company amortizes its franchise right and land use right on a straight-line basis over the
contractual term. The estimated useful lives are as follows:

Franchise right 2 years
Land use right 50 years

Impairment of long-lived assets

For long-lived assets including property and equipment, right-of-use assets, and intangible assets with finite lives, the Company evaluates for impairment
whenever events or changes (triggering events) indicate that the carrying amount of an asset may no longer be recoverable. The Company recognizes an
impairment loss when the sum of expected undiscounted future cash flows is less than the carrying amount of the asset. The amount of impairment is
measured as the difference between the asset’s estimated fair value and its book value. For the six months ended June 30, 2022 and 2023, no impairment of
long-lived assets was recognized.

Revenue from contracts with customers
Consistent with the criteria of ASC 606 “Revenue from Contracts with Customers”, the Company recognizes revenue to depict the transfer of promised

goods or services to customers in an amount that reflects the consideration to which the entity expects to receive in exchange for those goods or services.
Revenue consists of the invoiced value for the sales net of value-added tax (“VAT”), business tax and applicable local government levies.

F-10




Product sales revenue

The Company generates revenue primarily from the sale of product solutions by integrating its self-designed IC products (e.g., high throughput computing,
or HTC, solutions) directly to a customer, such as a business or individual engaged in mining activities.

The Company recognizes revenue at a point in time when the control of the products has been transferred to customers. The transfer of control is
considered complete when products have been picked up by or shipped to customers. The Company’s sales arrangements usually require prepayment
before the delivery of products. The advance payment is not considered a significant financing component. The Company elected to account for shipping
and handling fees as a fulfillment cost. The product sales contracts generally include product warranty provisions. The Company did not accrue warranty
liabilities for the product sales as the financial impacts of the warranty have historically been and are expected to continue to be immaterial.

Service revenue

The Company also generates revenue from its design and technical services under separate contracts. Revenues from the design and technical service to the
customers are recognized at a point in time when services are provided.

Revenue disaggregation

In accordance with ASC 606, the Company disaggregates revenue from contracts with customers by revenue stream. The Company determined that
disaggregating revenue into these categories meets the disclosure objective in ASC 606 which is to depict how the nature, amount, timing and uncertainty
of revenue and cash flows are affected by regional economic factors. The following table summarizes the net revenues generated from different revenue

streams:

For the six months ended

June 30,
2022 2023
(Unaudited) (Unaudited)
RMB RMB
Product sales revenue 319,193,707 46,868,172
Service revenue 60,945,060 5,400,544
Net revenues 380,138,767 52,268,716

Contract liabilities

Contract liabilities are recorded when consideration is received from a customer prior to transferring the control of goods or services to the customer. As of
December 31, 2022 and June 30, 2023, the Company recorded contract liabilities of RMB124,469,097 and RMB106,012,404, respectively, which were
presented as advance from customers on the accompanying unaudited consolidated balance sheets. During the six months ended June 30, 2022 and 2023,
the Company recognized RMB361,192,225 and RMB20,684,360 of contract liabilities as revenue, respectively.

Cost of revenues

Amounts recorded as cost of revenue relate to direct expenses incurred in order to generate revenue. Such costs are recorded as incurred. Cost of revenues
consists of product costs and service costs. Product costs include costs of raw material, contract manufacturers for production, shipping and handling costs,
and warehousing costs. Service costs include labor costs. During the six months ended June 30, 2022 and 2023, the Company recorded inventory write-
down of nil and RMB73,273,361 as cost of revenues, respectively.

Selling and marketing expenses

Selling and marketing expenses consist primarily of advertising and promotion, salaries, and shipping and handling costs incurred during the selling
activities. Advertising and transportation expenses are charged to expense as incurred.

Advertising and promotion costs in the amounts of RMB3,212,940 and RMB1,051,572 for the six months ended June 30, 2022 and 2023, respectively, are
included in selling and marketing expenses.

Shipping and handling costs amounting to RMB2,891,328 and RMB1,795,735 and for the six months ended June 30, 2022 and 2023, respectively, are
included in selling and marketing expenses.




Research and development expenses

Research and development expenses consist primarily of salary and welfare for research and development personnel, raw materials used, consulting and
contractor expenses, testing and processing expenses and other expenses in associated with research and development activities. The Company recognizes
research and development expenses as expense when incurred.

Leases

Right-of-use assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities represent the Company’s obligation to
make lease payments arising from the lease. Right-of-use assets and liabilities are recognized at commencement date based on the present value of lease
payments over the lease term. When determining the lease term, the Company includes options to extend or terminate the lease when it is reasonably
certain that it will exercise that option, if any. As the Company’s leases do not provide an implicit rate, the Company uses its incremental borrowing rate,
which it calculates based on the credit quality of the Company and by comparing interest rates available in the market for similar borrowings, and adjusting
this amount based on the impact of collateral over the term of each lease.

The Company elected not to record assets and liabilities on its unaudited consolidated balance sheet for lease arrangements with terms of 12 months or less.
The Company recognizes lease expenses for such leases on a straight-line basis over the lease term.

Employee social security and welfare benefits

Employees of the Company in the PRC are entitled to staff welfare benefits including pension, work-related injury benefits, maternity insurance, medical
insurance, unemployment benefit and housing fund plans through a PRC government-mandated multi-employer defined contribution plan. The Company is
required to contribute to the plan based on certain percentages of the employees’ salaries, up to a maximum amount specified by the local government.

The PRC government is responsible for the medical benefits and the pension liability to be paid to these employees and the Company’s obligations are
limited to the amounts contributed and no legal obligation beyond the contributions made.

Share-based compensation

Restricted shares and options granted to employees and directors are accounted for under ASC Topic 718, “Compensation - Stock compensation” (“ASC
718”). In accordance with ASC 718, the Company determines whether restricted shares or options should be classified and accounted for as an equity
award. All grants of restricted shares and options to employees and directors classified as equity awards are recognized in the financial statements based on
their grant date fair values. The value of the portion of the award that is ultimately expected to vest is recognized as compensation expense over the
requisite service periods in the statements of operations. In addition, compensation expense must be recognized for the change in fair value of any awards
modified, repurchased or cancelled after the grant date.

The fair value of stock options granted is estimated on the grant date using the Binomial or Black-Scholes model.

Income taxes

The Company accounts for income taxes under the asset and liability method. Under this method, deferred income tax assets and liabilities are determined
based on the differences between the financial reporting and income tax bases of assets and liabilities and are measured using the tax income rates that will

be in effect when the differences are expected to reverse. A valuation allowance is recorded if it is more likely than not that some portion or all of the
deferred income tax assets will not be realized in the foreseeable future.




In accordance with the provisions of ASC 740, “Income taxes”, the Company recognizes in its financial statements the impact of a tax position if a tax
return position or future tax position is “more likely than not” to be sustained upon examination based solely on the technical merits of the position. Tax
positions that meet the recognition threshold are measured using a cumulative probability approach, at the largest amount of tax benefit that has a greater
than fifty percent likelihood of being realized upon settlement. Interest and penalties arising from underpayment of income taxes are computed in
accordance with the applicable tax law and is classified in the unaudited consolidated statements of operations as income tax expense.

Comprehensive income (loss)

Comprehensive income (loss) is defined as the changes in equity of the Company during a period from transactions and other events and circumstances
excluding transactions resulting from investments from shareholders and distributions to shareholders. Comprehensive income (loss) for the periods
presented includes net income (loss) and foreign currency translation adjustments.

Earnings (loss) per share

The Company computes earnings (loss) per share in accordance with ASC 260, “Earnings per Share”. ASC 260 requires companies to present basic and
diluted earnings (loss) per share. Basic earnings (loss) per share is computed by dividing net income (loss) attributable to holders of ordinary shares by the
weighted average number of ordinary shares outstanding during the period.

Diluted earnings (loss) per share is calculated by dividing net income (loss) attributable to ordinary shareholders as adjusted for the effect of dilutive
ordinary equivalent shares, if any, by the weighted average number of ordinary and dilutive ordinary equivalents shares outstanding during the period.
Dilutive equivalent shares are excluded from the computation of diluted earnings (loss) per share if their effects would be anti-dilutive. Ordinary share
equivalents consist of the ordinary shares issuable in connection with the Company’s ordinary shares issuable upon the conversion of the share-based
awards, using the treasury stock method.

Segment Reporting

The Company uses the “management approach” in determining reportable segments. The management approach considers the internal organization and
reporting used by the Company’s chief operating decision maker for making operating decisions and assessing performance as the source for determining
the Company’s reportable segments. The Company’s chief operating decision maker has been identified as the chief executive officer of the Company who
reviews financial information of operating segments based on U.S. GAAP. The chief operating decision maker now reviews results analyzed by marketing
channel. This analysis is only presented at the revenue level with no allocation of direct or indirect costs. Consequently, the Company has determined that it
has only one operating segment.

Recently adopted or issued accounting pronouncements

In June 2016, the FASB issued ASU 2016-13, “Measurement of Credit Losses on Financial Instruments (Topic 326)”, and issued subsequent amendments
to the initial guidance, transitional guidance and other interpretive guidance between November 2018 and March 2020 within ASU 2018-19, ASU 2019-04,
ASU 2019-05, ASU 2019-11, ASU 2020-02 and ASU 2020-03. ASU 2016-13 introduces new guidance for credit losses on instruments within its scope,
which significantly changes the way entities recognize impairment of many financial assets by requiring immediate recognition of estimated credit losses
expected to occur over their remaining life, instead of when incurred. For the Company, the guidance is effective for fiscal years beginning after December
15, 2022, including interim periods within those fiscal years. All entities may adopt this ASU through a cumulative effect adjustment to retained earnings
as of the beginning of the first reporting period in which the guidance is effective (that is, a modified-retrospective approach). The Company adopted ASU
2016-13 on January 1, 2023 and the adoption did not have a material impact on its unaudited consolidated financial statements.




3. Inventories, net

Inventories, net consist of the following:

Raw materials

Work in process

Finished goods

Less: write-down of inventories

Inventories, net

4. Prepayments

Prepayments — inventories and processing fee
Prepayments — others
Prepayments

5. Other current assets

Other current assets consist of the following:

Value-added tax recoverable
Deposits

Others

Total

6. Property, plant and equipment, net

Property, plant and equipment, net consist of the following:

Cost:

Computers and electronic equipment
Office furniture

Leasehold improvement
Transportation equipment
Construction in progress

Less: Accumulated depreciation
Property, plant and equipment, net

Depreciation expenses recognized for the six months ended June 30, 2022 and 2023 were RMB1,671,684 and RMB2,163,710, respectively.

As of As of
December 31, June 30,
2022 2023
(Unaudited)
RMB RMB
69,914,306 61,466,397
158,693,203 150,974,306
81,807,783 108,733,833
(208,213,546) (279,239,696)
102,201,746 41,934,840
As of As of
December 31, June 30,
2022 2023
(Unaudited)
RMB RMB
64,813,532 36,729,221
6,500,722 5,694,920
71,314,254 42,424,141
As of As of
December 31, June 30,
2022 2023
(Unaudited)
RMB RMB
23,731,587 30,008,975
3,434,080 3,368,617
109,548 2,379,148
27,275,215 35,756,740
As of As of
December 31, June 30,
2022 2023
(Unaudited)
RMB RMB
9,537,316 9,872,995
266,252 266,252
1,550,648 3,612,337
41,014 41,014
16,119,419 99,737,737
(6,087,694) (8,251,404)
21,426,955 105,278,931




7. Intangible asset, net

Intangible asset, net consists of the following:

As of As of
December 31, June 30,
2022 2023
(Unaudited)
RMB RMB
Cost:
Land use right 49,292,208 49,292,208
Franchise right 334,865 334,865
Less: Accumulated amortization (909,941) (1,402,863)
Intangible asset, net 48,717,132 48,224,210

Amortization expense for the six months ended June 30, 2022 and 2023 amounted to RMB82,154 and RMB492,922, respectively.

As of December 31, 2022 and June 30, 2023, land use right with net book value of RMB48,717,132 and RMB48,224,210 was pledged as collateral under a
loan arrangement, respectively (also see Note 10).

As of June 30, 2023, the future estimated amortization expenses are as below.

As of June 30, 2023
(Unaudited)
RMB

Remaining of 2023 492,922
2024 985,844
2025 985,844
2026 985,844
2027 985,844
Thereafter 43,787,912
Total 48,224,210

8. Operating leases

The Company entered into various operating lease agreements for offices space. The Company’s lease agreements do not contain any material residual
value guarantees or material restrictive covenants.

The following component of lease cost are included in the Company’s unaudited consolidated statements of operations and comprehensive income (loss):

For the six For the six
months ended months ended
June 30, June 30,
2022 2023
(Unaudited) (Unaudited)
RMB RMB
Operating lease cost 2,746,934 3,922,677
Short-term lease cost 249,725 177,103
Total lease cost 2,996,659 4,099,780




Supplemental disclosure related to operating leases were as follows:

Cash paid for amounts included in the measurement of lease liabilities
Operating cash flows for operating leases

Weighted average remaining lease term of operating leases (years)
Weighted average discount rate of operating leases

The following table summarizes the maturity of operating lease liabilities as of June 30, 2023:

As of June 30,

Remaining of 2023
2024

Thereafter

Total lease payments
Less: imputed interest
Total lease liabilities

9. Other current liabilities

Other current liabilities consist of the following:

Salary accrual
Deposit

Tax accrual
Others

Total

10. Long-term debts

For the six For the six
months ended months ended
June 30, June 30,
2022 2023
(Unaudited) (Unaudited)
RMB RMB
2,810,619 2,139,410
As of As of
December 31, June 30,
2022 2023
(Unaudited)
1.65 1.17
6.24% 6.24%
2023
(Unaudited)
RMB
2,305,112
2,403,077
4,708,189
(147,773)
4,560,416
As of As of
December 31, June 30,
2022 2023
(Unaudited)
RMB RMB
8,536,985 5,064,078
10,000,000 10,050,000
13,609,170 11,445,654
7,253,377 3,977,901
39,399,532 30,537,633

On August 11, 2022, the Company entered into a line of credit agreement with Zhejiang Shaoxing Ruifeng Rural Commercial Bank for a credit line up to
RMB100,000,000 with a due date on July 25, 2030. During the six months ended June 30, 2023, the Company borrowed RMB50,876,549 under the credit

line and repaid RMB530,000.

The outstanding loans bear an annual interest rate of 5.4% with repayment dates for parts of the loan ranging from September 20, 2022 to July 25, 2030.

The loans are pledged by the land use right of the Company (mentioned in Note 7).




As of June 30, 2023, the future maturities of long-term debts are as below:

As of June 30, 2023
(Unaudited)
RMB
Remaining of 2023 650,000
2024 1,870,000
2025 2,490,000
2026 3,110,000
2027 3,730,000
Thereafter 55,449,865
Total 67,299,865

11. Shareholders’ equity (deficit)

Immediately prior to the completion of the initial public offering (“IPO”) on July 12, 2022, the Company adopted a dual-class share structure, consisting of
Class A ordinary shares and Class B ordinary shares, with par value of US$0.0001 per share. 57,178,154 ordinary shares, beneficially owned by Mr.
Jianping Kong and Mr. Qifeng Sun, the founders of the Company, were re-designated into Class B ordinary shares on a one-for-one basis, and the
remaining 46,611,846 ordinary shares were re-designated into Class A ordinary shares on a one-for-one basis.

Each Class A ordinary share is entitled to one vote per share and each Class B ordinary share is entitled to 15 votes per share. Each Class B ordinary share
is convertible at any time into one Class A ordinary share, while Class A ordinary shares are not convertible into Class B ordinary shares.

On July 14, 2022, the Company completed the IPO with new issuance of totaling 1,770,000 ADSs representing 3,540,000 Class A ordinary shares at a
price of US$11.50 per ADS or US$5.75 per ordinary share for gross proceeds of approximately US$20.4 million. The Company received all the net
proceeds of approximately US$16.6 million after deducting underwriting discounts and commissions and other offering expenses by July 14, 2022.

On September 30, 2022, the Company completed the supplemental offering with new issuance of totaling 2,083,334 ADSs representing 4,166,668 Class A
ordinary shares at price of US$2.40 per ADS or US$1.20 per share for gross proceeds of approximately US$5.0 million. The Company received all the net
proceeds of approximately US$4.5 million after deducting underwriting discounts and commissions and other offering expenses by October 5, 2022.

As of December 31, 2022 and June 30, 2023, there were 111,496,668 and 111,496,668 ordinary shares issued and outstanding, respectively.
12. Share-based compensation
2022 Share Incentive Plan

In June 2022, the Company adopted 2022 share incentive plan, or the 2022 Plan, which has become effective upon the completion of initial public offering
in July 2022, to motivate, attract and retain the best available personnel, provide additional incentives to employees, directors and consultants, and promote
the success of the business. Under the 2022 Plan, the maximum aggregate number of Class A ordinary shares which may be issued pursuant to all awards
under such plan is 10,379,000, which constitutes 10% of the total issued and outstanding shares of the Company on a fully-diluted basis as of the date of
adoption.

Restricted Stock Units (“RSUs™)
During the six months ended June 30, 2022 and 2023, share-based compensation recognized by the Company related to the RSUs were RMB8,445 and

RMB4,397, respectively. As of December 31, 2022 and June 30, 2023, unrecognized compensation cost is RMB15,559 and RMB9,895, respectively, which
is expected to be recognized through December 2024.




The following table summarized the RSUs activity and related information for the six months ended June 30, 2023:

Unvested, January 1, 2023
Granted

Forfeited

Vested

Unvested, June 30, 2023

Options

Weighted
Average
Grant Date
Number of Fair Value
RSUs (RMB)
4,012,774 0.01
108,175 0.01
3,904,599 0.01

On January 1, 2022, the Company granted an employee an option to purchase 500,000 ordinary shares of the Company with an exercise price of
US$0.0002 per share. The option granted has a contractual term of 10 years. For the reward, 33.3% will be vested on December 31, 2022 or one year after
the Company completed the initial public offering, whichever is earlier; 33.3% will be vested on December 31, 2023 or two years after the Company
completed the initial public offering, whichever is earlier; and 33.3% will be vested on December 31, 2024 or three years after the Company completed the

initial public offering, whichever is earlier.

On April 27, 2023, the Company granted a series of options under the 2022 share incentive plan: 1) the Company granted employees options to purchase a
total of 450,430 ordinary shares (225,215 ADSs) of the Company with an exercise price of US$0.0001 per share. The options granted have a contractual
term of 10 years. For the reward, 33.3% will be vested on April 27, 2024; 33.3% will be vested on April 27, 2025; and 33.3% will be vested on April 27,
2026; 2) the Company granted employees options to purchase a total of 155,738 ordinary shares (77,869 ADSs) of the Company with an exercise price of
US$0.0001 per share. The options granted have a contractual term of 10 years. For the reward, 33.3% will be vested on July 12, 2023; 33.3% will be vested
on July 12, 2024; and 33.3% will be vested on July 12, 2025; 3) the Company also granted employees options to purchase a total of 1,091,578 ordinary
shares (545,789 ADSs) of the Company with an exercise price of US$0.0001 per share. The options granted have a contractual term of 10 years. The

options were fully vested and exercisable at the grant date.

The options granted on April 27, 2023 were valued using the Black-Scholes model with the management’s estimates and assumptions. Significant

assumptions used in the valuation are set as below:

April 27,
2023
Spot price on valuation date US$ 0.53
Expected volatility 123.34%
Risk-free interest rate 3.53%
Dividend yield 0.00%
The following table summarizes the share option activity and related information for the six months ended June 30, 2023:
Weighted Weighted
Weighted Average Average
Average Remaining Grant Date
Number of Exercise Term Fair Value
Options Price (RMB) (Years) (RMB)
Outstanding as of 1/1/2023 500,000 0.001 9.00 30.47
Granted 1,697,746 0.001 9.83 3.67
Forfeited 333,334 0.001 — 30.47
Exercised 166,666 0.001 — 30.47
Outstanding as of 6/30/2023 1,697,746 0.001 9.83 3.67

Vested and exercisable as of June 30, 2023 1,091,578

During the six months ended June 30, 2022 and 2023, share-based compensation recognized by the Company related to the options were RMB4,665,228
and RMB133,201 respectively. The outstanding unamortized share-based compensation related to options was RMB1,843,709 (which will be recognized

through April 2026) as of June 30, 2023.




13. Statutory Reserves

The Company’s subsidiaries incorporated in the PRC are required on an annual basis to make appropriations of retained earnings set at certain percentage
of after-tax profit determined in accordance with PRC accounting standards and regulations (“PRC GAAP”).

Appropriation to the statutory general reserve should be at least 10% of the after tax net income determined in accordance with the legal requirements in
the PRC until the reserve is equal to 50% of the entities’ registered capital. The Company is not required to make appropriation to other reserve funds and
the Company does not have any intentions to make appropriations to any other reserve funds.

The general reserve fund can only be used for specific purposes, such as offsetting the accumulated losses, enterprise expansion or increasing the registered
capital. Appropriations to the general reserve funds are classified in the unaudited consolidated balance sheets as statutory reserves.

There are no legal requirements in the PRC to fund these reserves by transfer of cash to restricted accounts, and the Company has not done so.

Relevant laws and regulations permit payments of dividends by the PRC subsidiaries and affiliated companies only out of their retained earnings, if any, as
determined in accordance with respective accounting standards and regulations. Accordingly, the above balances are not allowed to be transferred to the
Company in terms of cash dividends, loans or advances.

The Company has made nil appropriations to statutory reserve for the six months ended June 30, 2022 and 2023.

14. Earnings (loss) per share

The calculation of basic earnings (loss) per share is based on the income (loss) attributable to ordinary shareholders of the Company and weighted-average
number of ordinary shares outstanding for the six months ended June 30, 2022 and 2023.

Diluted earnings (loss) per share is computed using the weighted average number of ordinary shares and dilutive potential ordinary shares outstanding
during the respective periods. For the six months ended June 30, 2023, the options granted under the 2022 share incentive plan to purchase a total of
1,697,746 shares could potentially dilute earnings (loss) per share but were not included in the computation of diluted net loss per share due to their
antidilutive effects resulted from net loss.




The following reflects the Income (loss) and share data used in the basic and diluted earnings (loss) per ordinary share computations:

For the six For the six
months ended  months ended
June 30, June 30,
2022 2023
(Unaudited) (Unaudited)
RMB RMB
Earnings (loss) attributable to ordinary shareholders of the Company 111,393,524 (134,319,481)
Weighted average number of ordinary shares outstanding for basic earnings (loss) per share calculation 103,790,000 111,496,668
Basic earnings (loss) per share 1.07 (1.20)
Earnings (loss) attributable to ordinary shareholders of the Company for diluted earnings (loss) per share calculation 111,393,524 (134,319,481)
Weighted average number of ordinary shares outstanding for basic earnings (loss) per share calculation 103,790,000 111,496,668
Adjusted for:
- incremental shares issuable related to options issued 112,581 —
Weighted average number of shares outstanding for diluted earnings (loss) per share calculation 103,902,581 111,496,668
Diluted earnings (loss) per share 1.07 (1,20)

15. Income Taxes
Cayman Islands

Under the current tax laws of Cayman Islands, the holding companies incorporated in the Cayman Islands are not subject to income, corporation or capital
gains tax, and no withholding tax is imposed upon the payment of dividends.

British Virgin Islands

The holding companies incorporated in the British Virgin Islands are not subject to tax on income or capital gains under current British Virgin Islands law.
In addition, upon payments of dividends by these entity to the shareholders, no British Virgin Islands withholding tax will be imposed.

Hong Kong

The Company’ subsidiaries incorporated in Hong Kong are subject to Hong Kong Profits Tax on the taxable income as reported in its statutory financial
statements adjusted in accordance with relevant Hong Kong tax laws. The applicable tax rate is 8.25% on assessable profits arising in or derived from Hong
Kong up to HKD 2,000,000 and 16.5% on any part of assessable profits over HKD 2,000,000. These companies did not make any provisions for Hong
Kong profit tax as there were no assessable profits derived from or earned in Hong Kong since inception.

USA

The Company’s subsidiary in USA is subject to profits tax at 21% statutory tax rate with respect to the profit generated from the USA. The company did
not make any provisions for USA profit tax as there were no assessable profits derived from or earned in USA since inception.

Singapore
The company incorporated in Singapore is subject to Singapore Profits Tax on the taxable income as reported in its statutory financial statements adjusted
in accordance with relevant Singapore tax laws. The applicable tax rate is 17% in Singapore, with 75% of the first SGD 100,000 (approximately RMB

470,000) and 50% of the next SGD 100,000 (approximately RMB 470,000) taxable income exempted from income tax. The company did not make any
provisions for Singapore income tax as there were no assessable profits derived from or earned in Singapore since inception.
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PRC

The Company’s subsidiaries incorporated in the PRC are subject to PRC Enterprise Income Tax (“EIT”) on the taxable income in accordance with the
relevant PRC income tax laws. A new enterprise income tax law (the “EIT Law”) in the PRC was enacted and became effective on January 1, 2008. The
EIT Law applies a uniform 25% enterprise income tax (“EIT”) rate to both foreign invested enterprises and domestic enterprises. Accordingly, the
Company’s PRC subsidiaries are subject to the EIT rate of 25%. EIT grants preferential tax treatment to certain High and New Technology Enterprises
(“HNTESs”). Under this preferential tax treatment, HNTEs are entitled to an income tax rate of 15%, subject to a requirement that they re-apply for HNTE
status every three years. Zhejiang Nanomicro obtained the “high-tech enterprise” tax status in December 2021, which reduced its statutory income tax rate

to 15% from December 2021 to December 2024.

A reconciliation between the effective income tax rate and the PRC statutory income tax rate is as follows:

PRC statutory income tax rates
Effect of expenses not deductible for tax purposes
Effect of additional deduction of research and
development expense
Effect of income tax exemptions and reliefs
Effect of valuation allowance on deferred income tax assets
Income tax difference under different tax jurisdictions
Total

The provision for income taxes consists of the following:

Current income tax expense
Deferred tax expense

Income tax expense

Significant component of deferred tax assets are as follows:

Net operating loss carryforward
Accrued expense and others
Inventory impairment

Deferred tax assets

Less: valuation allowance
Deferred tax assets

For the Six For the Six
Months Ended Months Ended
June 30, June 30,
2022 2023
(Unaudited) (Unaudited)
25.00% 25.00%
0.09% (0.14)%
(5.98)% 6.37%
(6.62)% (1.83)%
(13.71)% (26.07)%
1.22% (3.33)%
0.00% 0.00%
For the six For the six
months ended months ended
June 30, June 30,
2022 2023
(Unaudited) (Unaudited)
RMB RMB
As of As of
December 31, June 30,
2022 2023
(Unaudited)
RMB RMB
63,038,127 100,099,836
(29,335,373) —
47,198,866 59,136,517
80,901,620 159,236,353

(80,901,620)

(159,236,353)

The provision of valuation allowance for the six months ended June 30, 2022 and 2023 were RMB4,035,707 and RMB79,300,503, respectively. The
reversal of valuation allowance for the six months ended June 30, 2022 and 2023 were RMB26,829,989 and RMB965,770, respectively.
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In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all of the deferred tax
assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in
which those temporary differences become deductible. Management considers the cumulative earnings and projected future taxable income in making this
assessment. Recovery of the Company’s deferred tax assets is dependent upon the generation of future income, exclusive of reversing taxable temporary
differences.

Uncertain tax positions

The tax authority of the PRC Government conducts periodic and ad hoc tax filing reviews on business enterprises operating in the PRC after those
enterprises complete their relevant tax filings. In general, the PRC tax authority has up to five years to conduct examinations of the tax filings of the
Company’s PRC entities. Accordingly, the PRC subsidiaries’ tax years of 2019 through 2022 remain open to examination by the respective tax authorities.
It is therefore uncertain as to whether the PRC tax authority may take different views about the Company’s PRC entities’ tax filings, which may lead to
additional tax liabilities.

The Company evaluates each uncertain tax position (including the potential application of interest and penalties) based on the technical merits, and measure
the unrecognized benefits associated with the tax positions. As of December 31, 2022 and June 30, 2023, the Company did not have any significant
unrecognized uncertain tax positions.

16. Concentrations

The following table sets forth information as to each customer that accounted for 10% or more of the Company’s revenues for the six months ended June
30, 2022 and 2023:

For the six months ended

June 30,
2022 2023
(Unaudited) (Unaudited)
RMB RMB
Customer A 15.7% —
Customer B — 22.7%
Customer C — 13.6%

The following table sets forth information as to each supplier that accounted for 10% or more of the Company’s purchase for the six months ended June 30,
2022 and 2023:

For the six months ended

June 30,
2022 2023
(Unaudited) (Unaudited)

RMB RMB
Supplier A — 40.3%
Supplier B 37.3% —
Supplier C 13.8% 10.2%
Supplier D 12.4% —
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17. Commitments and contingencies

Operating lease commitments

The information of lease commitments is provided in Note 8.
Contingencies

The Company is subject to litigation matters from time to time in the normal cause of business. The Company’s legal counsel and the management
routinely assess the likelihood of adverse judgments and outcomes to these matters, as well as ranges of probable losses. Accruals are recorded for these
matters to the extent that management concludes a loss is probable and the financial impact, should an adverse outcome occur, is reasonable estimable. The
Company has not recorded any material liabilities in this regard as of December 31, 2022 and June 30, 2023.

During the year ended December 31, 2022, a customer filed a civil action against the Company for a sales contract dispute, claiming the contract should be
annulled and demanding a return of payment made for the contract of RMB44,941,000 and indemnity of RMB1,680,527. In July, 2023, the Company
received the first civil judgment, in which the court ordered the Company to return the customer the payment of RMB130,000 and pay interest on overdue
payment, and rejected other claims of the customer. As of the filing date, the customer has filed an appeal and both parties are waiting for the second trial.
The amount liable by the Company in the event of an unfavorable outcome cannot be reasonably estimated, due to the uncertainty associated with the
second trial.

On September 8, 2023, a customer filed a civil action against the Company for a sales contract dispute, claiming the Company’s breach of the implied
condition of the agreement, and demanding a return of payment made for the contract of US$300,000 and indemnification for damages and interest. As of
the filing date, the first trail has not started yet. The management of the Company, together with the trial counsel of this case, believe the amount liable by
the Company in the event of an unfavorable outcome cannot be reasonably estimated.

Two bank accounts of the Company were judicially frozen by the court as a result of legal proceedings. The frozen amount as of June 30, 2023 and the date
of this unaudited consolidated financial statements was RMB417,565 and RMB417,565, respectively.

18. Subsequent events

The following subsequent events were evaluated on September 27, 2023, the date the unaudited financial statements were issued. Except as set forth below,
there were no events that occurred subsequent to June 30, 2023 that require adjustment to or disclosure in the unaudited consolidated financial statements.

From July to September 2023, the Company borrowed approximately RMB34.4 million in total from Zhejiang Shaoxing Ruifeng Rural Commercial Bank
Co., Ltd under the credit line pledged by the land use right of the Company mentioned in Note 10. The additional borrowings bear an annual interest rate of
5.4% with repayment dates for parts of the loan ranging from December 20, 2023 to July 25, 2030.

On August 16, 2023, under the 2022 share incentive plan, the Company granted an employee option to purchase 25,974 ordinary shares (12,987 ADSs) of
the Company with an exercise price of US$0.0001 per share. The option granted has a contractual term of 10 years. For the reward, 33.3% will be vested
on August 16, 2023; 33.3% will be vested on August 16, 2024; and 33.3% will be vested on August 16, 2025.

In August and September 2023, several employees who hold options under the 2022 share incentive plan, elected to exercise the vested options to purchase
a total of 1,009,114 ordinary shares of the Company with an exercise price of US$0.0001 per share. As of the date the unaudited financial statements were
issued, the share issuance procedure is still under progress and the shares have not been issued to the employee yet.

On July 24, 2023, the Company entered into loan agreements with Mr. Jianping Kong, the chairman and chief executive officer, and Mr. Qifeng Sun, the
vice chairman, along with their respective affiliates (“the Lenders”), who together will provide interest-free loans in the total amount of US$10 million
(“the Loans”), to fund the Company’s research and development initiatives directed towards the advancement of ASIC chips, smart-NICs, and vision
computing chips. The loans are due on June 30, 2024. On September 5, 2023, the Company and the lenders entered into agreements to convert the Loans
into an aggregate of 19,157,087 Class A ordinary shares of the Company for no additional consideration. The per share consideration of the conversion is
US$1.044 per ADS (US$0.522 per ordinary share). The share issuance was completed on September 13, 2023 and the proceeds had been fully collected.
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Exhibit 99.2
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This management’s discussion and analysis is designed to provide you with a narrative explanation of our financial condition and results of
operations for the six months ended June 30, 2022 and 2023. This section should be read in conjunction with our unaudited consolidated financial
statements and the related notes included elsewhere in this interim report. See “Exhibit 99.1—Unaudited Consolidated Financial Statements as of
December 31, 2022 and June 30, 2023 and for the six months ended June 30, 2022 and 2023.” We also recommend that you read our management’s
discussion and analysis and our audited consolidated financial statements for fiscal year 2022, and the notes thereto, which appear in our annual report on
Form 20-F for the year ended December 31, 2022, or the Annual Report, filed with the U.S. Securities and Exchange Commission, or the SEC, on April 18,
2023.
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Unless otherwise indicated or the context otherwise requires, all references to “our company,” “we,” “our,” “ours,” “us” or similar terms refer
to Nano Labs Ltd and its subsidiaries. All references to “China” or “PRC” refer to the People’s Republic of China. All references to “RMB” or
“Renminbi” refer to the legal currency of China. All references to “US$,” “U.S. dollars,” “$” or “dollars” refer to the legal currency of the United States
of America.

All such financial statements were prepared in accordance with accounting principles generally accepted in the United States, or U.S. GAAP. We
have made rounding adjustments to some of the figures included in this management’s discussion and analysis. Accordingly, numerical figures shown as
totals in some tables may not be an arithmetic aggregation of the figures that precede them. This discussion contains forward-looking statements that
involve risks, uncertainties and assumptions. Our actual results may differ materially from those anticipated in these forward-looking statements as a result
of various factors.

Overview

We are a leading fabless IC design company and product solution provider in China. We are committed to the development of HTC chips, HPC
chips, distributed computing and storage solutions, smart-NICs, vision computing chips and distributed rendering. We have built a comprehensive 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. 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.

Our net revenues are primarily derived from sales of our HTC and HPC solutions and provision of design and technical services to our customers.
Our net revenues were RMB380.1 million and RMB52.3 million (US$7.2 million) for the six months ended June 30, 2022 and 2023, respectively. The
decrease in net revenues was primarily due to the decrease in sales volume of V and B Series and a decrease in service revenue for the first half of 2023,
but we started to generate revenue in 3D printing related products. We recorded a net income of RMB111.4 million and a net loss of RMB134.3 million
(US$18.6 million) for the six months ended June 30, 2022 and 2023, respectively.

In evaluating our business, we consider and use adjusted net income (loss) as an additional non-GAAP measure to review and assess our operating
performance. The presentation of the non-GAAP financial measure is not intended to be considered in isolation or as a substitute for the financial
information prepared and presented in accordance with U.S. GAAP. We define adjusted net income (loss) as net income (loss) excluding share-based
compensation expense. Our adjusted net income for the six months ended June 30, 2022 was RMB116.1 million, and our adjusted net loss for the same
period of 2023 was RMB134.2 million (US$18.6 million).




Results of Operations

The following table sets forth a summary of our unaudited consolidated statements of operations, both in absolute amount, for the periods
indicated. This information has been derived from and should be read together with our unaudited consolidated financial statements. The results of
operations in any period are not necessarily indicative of the results that may be expected for any future period.

Six Months Ended June 30,
2022 2023
RMB RMB US$
(Unaudited) (Unaudited) (Unaudited)

Summary Unaudited Consolidated Statements of Operations and Comprehensive Income (Loss)

Net Revenues 380,138,767 52,268,716 7,233,623

Cost of revenues 203,767,419 115,167,091 15,938,317

Gross profit (loss) 176,371,348 (62,898,375) (8,704,694)
Total operating expenses 68,743,207 73,496,209 10,171,360

Net income (loss) 111,393,524 (134,319,481) (18,588,875)
Net income (loss) per ordinary share

Basic and diluted 1.07 (1.20) (0.17)
Weighted average number of shares used in per share calculation

Basic 103,790,000 111,496,668 111,496,668

Diluted 103,902,581 111,496,668 111,496,668

Non-GAAP Financial Measures

To supplement our unaudited consolidated financial statements which are presented in accordance with U.S. GAAP, we also use adjusted net
income (loss) as an additional non-GAAP financial measure. We present the non-GAAP financial measure because it is used by our management to
evaluate our operating performance. We also believe that the non-GAAP financial measure provides useful information to investors and others in
understanding and evaluating our consolidated results of operations in the same manner as our management and in comparing financial results across
accounting periods and to those of our peer companies.

We define adjusted net income (loss) as net income (loss) excluding share-based compensation expense. We believe that adjusted net income
(loss) provides useful information to investors and others in understanding and evaluating our operating results. The non-GAAP financial measure adjusts
for the impact of items that we do not consider indicative of the operational performance of our business and should not be considered in isolation or
construed as an alternative to net loss or any other measure of performance or as an indicator of our operating performance. Investors are encouraged to
compare the historical non-GAAP financial measure with the most directly comparable GAAP measures.

Adjusted net income (loss) presented here may not be comparable to similarly titled measures presented by other companies. Other companies
may calculate similarly titled measures differently, limiting their usefulness as comparative measures to our data. We encourage investors and others to
review our financial information in its entirety and not rely on a single financial measure.




The following table sets forth a reconciliation of our net income (loss) to non-GAAP adjusted net income (loss) for the periods indicated.

Six Months Ended June 30,
2022 2023
RMB RMB US$
(Unaudited) (Unaudited) (Unaudited)

Net income (loss) 111,393,524 (134,319,481) (18,588,875)
Add:
Share-based compensation expenses 4,673,673 137,598 19,043
Non-GAAP adjusted net income (loss) 116,067,197  (134,181,883)  (18,569,832)

Six Months Ended June 30, 2023 Compared to Six Months Ended June 30, 2022
Net Revenues

Net revenue decreased to RMB52.3 million (US$7.2 million) for the six months ended June 30, 2023, from a net revenue of RMB380.1 million
for the same period of 2022. The decrease in net revenues was primarily due to the decrease in sales volume of V and B Series mining machines and a
decrease in service revenue for the six months ended June 30, 2023. We launched a 3D printing business in June 2023 and generated a small amount of
revenue from it.

Cost of Revenues

Cost of revenues decreased to RMB115.2 million (US$15.9 million) for the six months ended June 30, 2023 from RMB203.8 million for the same
period of 2022. The decrease in cost of sales was generally in line with the decrease in net revenues and mainly due to the decrease in the sales volume of
our products, partially offset by an increase in inventory write-down.

Gross Profit (Loss)

As aresult, we recorded a gross loss of RMB62.9 million (US$8.7 million) for the six months ended June 30, 2023, as compared to a gross profit
of RMB176.4 million for the same period of 2022.

Operating Expenses

Total operating expenses increased to RMB73.5 million (US$10.2 million) for the six months ended June 30, 2023, from RMB68.7 million for the
same period of 2022.

e Selling and marketing expenses decreased by 6.5% to RMB9.5 million (US$1.3 million) for the six months ended June 30, 2023, from
RMB10.2 million for the same period of 2022. The decrease in selling and marketing expenses was primarily due to the decrease in
advertising and marketing promotion expenses.

e General and administrative expenses increased by 83.8% to RMB31.0 million (US$4.3 million) for the six months ended June 30, 2023, from
RMB16.9 million for the same period of 2022. The increase in general and administrative expenses was primarily due to the increase in
employee salary expenses, professional fees, and rental fees due to the development and expansion of our business.

e Research and development expenses decreased by 21.0% to RMB33.0 million (US$4.6 million) for the six months ended June 30, 2023, from
RMB41.7 million for the same period of 2022. The decrease in research and development expenses was primarily due to the decrease in
design and service fees, material fees and share-based compensation expenses, offset by the increase in equipment rental fees.




Net Income (Loss)

Net loss was RMB134.3 million (US$18.6 million) for the six months ended June 30, 2023, compared to a net income of RMB111.4 million for
the same period of 2022.

Basic and diluted loss per share was RMB1.20 (US$0.17) for the six months ended June 30, 2023, compared with basic and diluted income per
share of RMB1.07 for the same period of 2022.

Liquidity and Capital Resources

Our primary source of liquidity historically has been cash generated from our business operations, equity contributions from our shareholders and
borrowings, which have historically been sufficient to meet our working capital and capital expenditure requirements.

As of December 31, 2022 and June 30, 2023, we had RMB87.8 million and RMB16.8 million (US$2.3 million) in cash and cash equivalents,
respectively. Our cash and cash equivalents primarily consist of cash in bank and highly liquid investments placed with banks, which are unrestricted to
withdrawal and use and have original maturities of less than three months.

In August 2022, we were granted a credit line of up to RMB100 million (US$13.8 million) from a commercial bank with a mortgage of our 50-
year right to use a parcel of land with an area of 49,452 square meters located in Shaoxing, China. As of the date of this report, we have a balance of
borrowing of approximately RMB101.67 million (US$14.1 million) under the credit line.

In July 2023, we entered into a total of US$10 million (approximately RMB72 million) promissory notes (the “Loans”) with two related parties. In
September 2023, the Loans were converted into an aggregate of 19,157,087 Class A ordinary shares of the Company for no additional consideration.

We believe that our existing cash and cash equivalents including the proceeds from the Loans described above, and anticipated cash flow from
operations, together with the net proceeds from the securities offering, will be sufficient to meet our anticipated cash needs for general corporate purposes
for the next 12 months from the date of this interim report. However, the exact amount of proceeds we use for our operations and expansion plans will
depend on the amount of cash generated from our operations and any strategic decisions we may make that could alter our expansion plans and the amount
of cash necessary to fund these plans. We may, however, decide to enhance our liquidity position or increase our cash reserve for future investments
through additional capital and finance funding. We may need additional cash resources in the future if we experience changes in business conditions or
other developments, or if we find and wish to pursue opportunities for investments, acquisitions, capital expenditures or similar actions. If we determine
that our cash requirements exceed the amount of cash and cash equivalents we have on hand at the time, we may seek to issue equity or debt securities or
obtain credit facilities. The issuance and sale of additional equity would result in further dilution to our shareholders. The incurrence of indebtedness would
result in increased fixed obligations and could result in operating covenants that would restrict our operations. We cannot assure you that financing will be
available in amounts or on terms acceptable to us, if at all.

Our ability to manage our working capital, including receivables and other assets and liabilities and accrued liabilities, may materially affect our
financial condition and results of operations.

The following table sets forth our selected consolidated cash flow data for the periods indicated:

Six Months Ended June 30,
2022 2023
RMB RMB US$
(Unaudited) (Unaudited) (Unaudited)

Net cash used in operating activities (165,241,380) (34,636,206) (4,793,409)
Net cash used in investing activities (18,655,969) (86,014,785) (11,903,842)
Net cash provided by financing activities — 50,346,549 6,967,609
Effect of exchange rate on cash, cash equivalents and restricted cash 1,452,892 (297,627) (41,189)
Net decrease in cash, cash equivalents and restricted cash (182,444,457) (70,602,069) (9,770,831)
Cash, cash equivalents and restricted cash at the beginning of the period 233,853,654 87,859,384 12,159,122
Cash, cash equivalents and restricted cash at the end of the period 51,409,197 17,257,315 2,388,291




Operating Activities

Net cash used in operating activities for the six months ended June 30, 2023 was RMB34.6 million (US$4.8 million), which primarily reflected
our net loss of RMB134.3 million (US$18.6 million) as mainly adjusted for (1) inventory write-down of RMB73.3 million (US$10.1 million), which was
primarily due to the downward adjustment on the book value of a portion of our inventories, (2) amortization of right-of-use assets of RMB3.8 million
(US$0.5 million), (3) depreciation and amortization expenses of RMB2.7 million (US$0.4 million) and (4) changes in working capitals. Adjustment for
changes in working capital primarily consisted of (1) a decrease of RMB18.6 million (US$2.6 million) in advances from customers which primarily related
to the prepayments from customers to our HTC and HPC solutions and (2) an increase of RMB13.0 million (US$1.8 million) in inventories, partially offset
by (1) an increase of RMB40.2 million (US$5.6 million) in accounts payable and (2) a decrease of RMB29.1 million (US$4.0 million) in prepayments to
our suppliers, which primarily related to the production of ICs.

Net cash used in operating activities for the six months ended June 30, 2022 was RMB165.2 million, which primarily reflected our net income of
RMB111.4 million as mainly adjusted for (1) share-based compensation of RMBA4.7 million, (2) amortization of right-of-use assets of RMB2.5 million, (3)
depreciation and amortization expenses of RMB1.8 million and (4) changes in working capitals. Adjustment for changes in working capital primarily
consisted of (1) a decrease of RMB220.5 million in advances from customers and (2) an increase of RMB178.8 million in inventories, partially offset by a
decrease of RMB108.2 million in prepayments to our suppliers, which primarily related to the production of ICs.

Investing Activities

Net cash used in investing activities for the six months ended June 30, 2023 was RMB86.0 million (US$11.9 million), attributable to purchase of
property, plant and equipment of RMB86.0 million (US$11.9 million).

Net cash used in investing activities for the six months ended June 30, 2022 was RMB18.7 million, mainly attributable to (1) purchase of purchase
of intangible assets of RMB49.3 million, which was primarily for a land use right (2) purchase of property and equipment of RMB1.1 million, partially
offset by collection of proceeds from sales of short-term investments of RMB31.8 million.

Financing Activities

Net cash generated from financing activities for the six months ended June 30, 2023 was RMB50.3 million (US$7.0 million), mainly attributable

to proceeds from long-term debt of RMB50.9 million (US$7.0 million), partially offset by repayment to long-term debt of RMBO0.5 million (US$0.1

million).

No cash was generated from or used in financing activities for the six months ended June 30, 2022.




Capital Expenditures

We incurred capital expenditures of RMB50.4 million and RMB86.0 million (US$11.9 million) for the six months ended June 30, 2022 and 2023,
respectively. In these periods, our capital expenditures were mainly used for procurement of computers and electronic equipment for research and
development, construction of plant and purchase of land use right for the expansion and optimization of our supply chain.

We plan to fund our future capital expenditures with our existing cash balance and proceeds from the securities offering. We will continue to make
capital expenditures to meet the expected growth of our business, including for procurement of photomask, mold and various intellectual properties.

Off-Balance Sheet Arrangements

We have not entered into any off-balance sheet financial guarantees or other off-balance sheet commitments to guarantee the payment obligations
of any third parties. We have not entered into any derivative contracts that are indexed to our shares and classified as shareholder’s equity or that are not
reflected in our consolidated financial statements. Furthermore, we do not have any retained or contingent interest in assets transferred to an unconsolidated
entity that serves as credit, liquidity or market risk support to such entity. We do not have any variable interest in any unconsolidated entity that provides
financing, liquidity, market risk or credit support to us or engages in leasing, hedging or product development services with us.

Cautionary Statement Regarding Forward-Looking Statements

We have made statements in this report that constitute forward-looking statements. Forward-looking statements involve risks and uncertainties,
such as statements about our plans, objectives, expectations, assumptions or future events. In some cases, you can identify forward-looking statements by
terminology such as “anticipate,” “estimate,” “plan,” “project,” “continuing,” “ongoing,” “expect,” “we believe,” “we intend,” “may,” “should,” “could”
and similar expressions. These statements involve estimates, assumptions, known and unknown risks, uncertainties and other factors that could cause actual
results to differ materially from any future results, performances or achievements expressed or implied by the forward-looking statements.
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These forward-looking statements include statements about:

The ultimate correctness of these forward-looking statements depends upon a number of known and unknown risks and events. Many factors
could cause our actual results to differ materially from those expressed or implied in our forward-looking statements. Consequently, you should not place
undue reliance on these forward-looking statements.

The forward-looking statements speak only as of the date on which they are made; and, except as required by law we undertake no obligation to
update any forward-looking statement to reflect events or circumstances after the date on which the statement is made or to reflect the occurrence of
unanticipated events.

In addition, we cannot assess the impact of each factor on our business or the extent to which any factor, or combination of factors, may cause
actual results to differ materially from those contained in any forward-looking statements. The forward-looking statements included in this report relate to,
among others:

e our goals and strategies;

e our business and operating strategies and plans for the development of existing and new businesses, ability to implement such strategies and
plans and expected time;

e our future business development, results of operations and financial condition;




e expected changes in our revenue, costs or expenditures;

e  our expectations regarding demand for and market acceptance of our products and services;

e our projected markets and growth in markets;

e our potential need for additional capital and the availability of such capital;

e competition in our industry;

e relevant government policies and regulations relating to our industry;

e general economic and business conditions in China and globally;

e  our use of the proceeds;

e the length and severity of the COVID-19 pandemic and its impact on our business and industry; and

e assumptions underlying or related to any of the foregoing.

Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date hereof. We undertake no
obligation to update this forward-looking information. Nonetheless, we reserve the right to make such updates from time to time by press release, periodic

report or other method of public disclosure without the need for specific reference to this interim report. No such update shall be deemed to indicate that
other statements not addressed by such update remain correct or create an obligation to provide any other updates.




