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Part I. Important Notes, Contents and Terminology

The Board of Directors, the Supervisory Committee and the Directors, Supervisors and senior management
of DRCO warrant that the information of this annual report is true, accurate and complete without any false
statements, misleading statements or material omissions, and they shall assume individual and joint legal

responsibility.

Both Zhang Guotao, the legal representative of DRCO and Huang Shuirong, the head of the financial
department in charge of the corporate accounting confirm the financial statements contained in the annual

report are true, accurate and complete.
All directors have attended the board meeting at which this report was deliberated.

Despite the steady growth across China’s jewelry industry During the Reporting Period, the diamond market
was definitely influenced by aggravated structural differentiation, intense competition, sluggish demands for
diamond jewelry as consumer discretionary and obviously increasing gold safe-haven demands. According
to statistics from the Gems & Jewelry Trade Association of China, the diamond products market declined
about 27% year-on-year in 2023. With a fully self-managed sales model and diamond jewelry as the
mainstay, the Company’s operating revenue dropped 40.78% year-on-year in 2023, which was consistent

with the diamond market trend.

In context of strategic brand upgrading, DRCO has adjusted corporate channel strategy and optimized the
channel layout to enhance brand image and service experience. Some low-potential stores and those
incompatible with the brand image were closed, relocated or replaced. According to the Accounting
Standards for Business Enterprises and the Company’s accounting policies, DRCO made provisions for
asset impairment on stores that showed signs of impairment, and made bad debt provision for lease
deposits that could not be recovered due to early closure of the stores, based on the prudence principle of
accounting. The above-mentioned matters had a major impact on the Company’s performance in net profits

during the reporting period, with the net profits attributable to shareholders down by 90.54% year-on-year.

In face of ever-changing market, DRCO will make active response and proactively adjust strategies to boost
brand potential and product competitiveness. In particular, we will focus on sound business operation and
store profitability, and take actions to reduce costs and increase efficiency, with a view to promoting

sustainable and stable development of the Company.

During the reporting period, there were neither material adverse changes in DRCO's principal business and
core competitiveness, nor overcapacity or persistent decline in the jewelry industry without any significant
risks to sustainable operation of the Company (see details in “l. Industrial situation during the reporting

period”, “ll. DRCO main business during the reporting period” and “lll. Analysis of core competitiveness”

under Part lll. Management Discussion and Analysis).

Any forward-looking statements in this report that address future plans and objectives do not constitute
material commitments by DRCO to investors and investors and related parties should be aware of the risks

involved and should understand the differences between plans, projections and commitments.

DRCO is required to comply with the disclosure requirements for jewelry-related business specified in the
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Self-disciplinary Supervision Guidelines No.3 for Companies Listed on Shenzhen Stock Exchange - Industry

Information Disclosure.

According to the profit distribution plan approved by the Board of Directors, a cash dividend of
RMB5.00(including tax) for every 10 shares and zero bonus share (including tax) to all shareholders, as well

as zero share to be transferred to all shareholders from capital reserve for every 10 shares.
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Documents Available for Inspection

I Financial statements signed and sealed by DRCO's legal representative, and the head of the financial

department in charge of the corporate accounting;

Il Original copy of the auditors’ report sealed by the accounting firm, and signed and sealed by the

certified public accountants;

[l All original copies of DRCO’s announcements and documents publicly disclosed on the websites

designated by China Securities Regulatory Commission (CSRC) in the reporting period;
IV Original copy of the 2023 annual report, which has been signed by DRCO’s legal representative;
V  Other documents available for inspection.

The above-mentioned documents are kept at the Board Secretary Office of DRCO.
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Terminology
Terms Definition
Company, DRCO and DR|DR Corporation Limited
Corporation

Darry Corporation

Shenzhen Darry Jewelry Co., Ltd.,, the predecessor of DR

Corporation Limited

DR Investment

DR Investment (Zhuhai) Co., Ltd., formerly known as Shenzhen DR

Investment Co., Ltd., is the controlling shareholder of DRCO.

Wendi No.1 Gonggingcheng Wendi No.1 Investment Management Partnership
(LP), a shareholder of DRCO

Wendi No.2 Gonggingcheng Wendi No.2 Investment Management Partnership
(LP), a shareholder of DRCO

Wendi No.3 Gonggingcheng Wendi No.3 Investment Management Partnership
(LP), a shareholder of DRCO

Darry Qianhai Shenzhen Darry Commercial Management Services Co., Ltd., a
wholly-owned subsidiary of DRCO

Love Only Al Shenzhen Love Only Al Cloud Technology Co., Ltd., a wholly- owned

subsidiary of DRCO.

Haoduo Diamond

Haoduo Diamond (Shenzhen) Co., Ltd., a wholly-owned subsidiary of
DRCO

Shanghai Darry

Shanghai Darry Diamond Co., Ltd., a wholly-owned subsidiary of
DRCO.

Chonggqing Darry

Chongging Darry Jewelry Co., Ltd., a wholly-owned subsidiary of
DRCO

Couple Shenzhen

Couple Only (Shenzhen) Jewelry Co., Ltd.,

subsidiary of DRCO

a wholly-owned

He’er Culture

He'er Culture (Shenzhen) Co., Ltd., formerly known as Shenzhen
Shechushe Jewelry Co., Ltd., is a wholly-owned subsidiary of DRCO.

He’er Culture (Hainan)

He'er Culture (Hainan) Co., Ltd., a first-tier wholly-owned subsidiary
of DRCO

DR LUXURY Singapore

DR LUXURY (SINGAPORE) PTE. LTD., a wholly-owned subsidiary
of He’er Culture (Hainan) Co., Ltd.

DR LUXURY Netherlands

DR Luxury Netherlands Holding B.V., a wholly-owned subsidiary of
DR LUXURY (SINGAPORE) PTE. LTD.

LOVEMONT Malaysia

LOVEMONT (MALAYSIA) SDN.BHD., a wholly-owned subsidiary
of DR LUXURY (SINGAPORE) PTE. LTD.

DR LUXURY USA

DR LUXURY USA INC, a wholly-owned subsidiary of DR Luxury
Netherlands Holding B.V.'

Love of My Love Wedding

Love of My Love Wedding Planning (Shenzhen) Co., Ltd., a first-tier
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Planning (Shenzhen)

wholly-owned subsidiary of DRCO

Shenzhen DR Jewelry Sales

Shenzhen DR Jewelry Sales Co., Ltd., a first-tier wholly-owned
subsidiary of DRCO

Love Psychological

Happy
Research Center

Happy Love Psychological Research Center (Shenzhen) Co., Ltd., a
first-tier wholly-owned subsidiary of DRCO

Love of My Love Wedding
Planning (Sanya)

Love of My Love Wedding Planning (Sanya) Co., Ltd., a first-tier
wholly-owned subsidiary of DRCO

Lovemont Hong Kong

Lovemont Hong Kong Limited, a wholly-owned subsidiary of DR
LUXURY (SINGAPORE) PTE. LTD.

Haoduo Diamond Zhizao

Haoduo Diamond Zhizao (Shenzhen) Co., Ltd., a wholly-owned

subsidiary of Haoduo Diamond (Shenzhen) Co., Ltd.

Hong Kong DR GROUP

DR GROUP COMPANY LIMITED, a wholly-owned subsidiary of
Shenzhen Love Only Al Cloud Technology Co., Ltd.

Hong Kong DR

DARRY JEWELRY (HK) LIMITED, a wholly owned subsidiary of DR
GROUP COMPANY LIMITED

Couple Hong Kong

Couple Only Jewelry HongKong Company Limited , a wholly owned
subsidiary of DR GROUP COMPANY LIMITED

French DR JEWELRY

DR JEWELRY, a wholly owned subsidiary of DR GROUP COMPANY
LIMITED

Qianhai Wendi

Shenzhen Qianhai Wendi Management Consulting Co., Ltd.

EveryYear Travel Photography

Shenzhen EveryYear Travel Photography Culture Co., Ltd.

Wendi Design

Zhuhai Wendi Design Consulting Co., Ltd.

Wendi Technology

Zhuhai Wendi Technology Co., Ltd.

Zhuhai Wendi No.1

Zhuhai Wendi No.1 Investment Partnership (LP)

DR

A jewelry brand owned by DR Corporation Limited

Reporting Period

January 1, 2023 — December 31, 2023

Articles of Association

Articles of Association of DR Corporation Limited

Listing Listing and trading of DRCO’s shares on the Shenzhen Stock
Exchange

Yuan or RMB Renminbi, the lawful currency of the PRC

CSRC China Securities Regulatory Commission

SZSE Shenzhen Stock Exchange

SDE Shanghai Diamond Exchange

Shenzhen Administration for

Market Regulation

Shenzhen Administration for Market Regulation

Company Law

Company Law of the People's Republic of China

Securities Law

Securities Law of the People's Republic of China

Carat (in Ct)

A unit of mass (weight) of gems. The weight of a carat of diamonds is
equal to 200 milligrams or 0.2 grams of diamonds. One carat can be

subdivided into 100 points for calculation of smaller diamonds;
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therefore, a 50-point diamond is 0.5 carat.

Finished Diamond

The diamond after cutting, polishing and other processing that can be

used to make jewelries

Gold jewelry Jewelry with gold as the main raw material

Gold lease DRCO leases physical gold from the bank for an agreed term and
upon expiration, returns physical gold of the same quantity and
variety and pays the bank a gold leasing fee as agreed.

m’ Square meter, a unit to measure the area

DTC Direct to Customer, a direct-to-consumer business model
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Partll. Company Profile and Key Financial Indicators

l. Basic Information

Stock abbreviation 18 ] A7 Stock Code 301177
Chinese name 1 B J A AT IR 7

Chinese abbreviation o] JBE 3

English name (if any) DR Corporation Limited

English abbreviation (if

DRCO
any)

Legal representative of
DRCO Zhang Guotao

Room 306, Wing Building of Luohu Investment Holding Building, No. 112
Registered Address Qingshuihe 1st Road, Qingshuihe Community, Qingshuihe Street, Luohu
District, Shenzhen

Postal code 518023

On February 18, 2022, the registered address of DRCO was changed from
"Room 1108-1115 (Room 8~15, 11th floor), Fu Ga Park Building at Intersection
History of changes in|of Cuishan Road and Wenjin North Road, Dongxiao Street, Luohu District,
registered address Shenzhen" to "Room 306, Wing Building Luohu Investment Holding Building,
No. 112 Qingshuihe 1st Road, Qingshuihe Community, Qingshuihe Street,
Luohu District, Shenzhen”

12th and 13th Floor, Tower C, China Resources Land Building, Nanshan

Office address District, Shenzhen

Postal code 518057

Company’s global website | http://www.darryringgroup.com

E-mail IR@darryring.com

Il. Contact Information

Board secretary Securities affairs representative
Name Huang Shuirong Wang Tong
13th Floor, Tower C, China|13th Floor, Tower C, China
Address Resources Land Building, | Resources Land Building,
Nanshan District, Shenzhen Nanshan District, Shenzhen
Telephone 0755-86664586 0755-86664586
Fax 0755-86725390 0755-86725390
E-mail IR@darryring.com IR@darryring.com

lll. Information Disclosure and Place for Inspection


http://www.darryringgroup.com/
mailto:IR@darryring.com
mailto:IR@darryring.com
mailto:IR@darryring.com
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Website of the stock exchange for publishing
DRCO'’s annual report

Shenzhen Stock Exchange (SZSE): www.szse.cn

Name and website of media designated for

publishing the annual report

Securities Times, Securities Daily, China Securities
Journal, Shanghai Securities News,

www.chinfo.com.cn

Place for inspection of DRCO’s annual report

The Board Secretary Office of DRCO.

IV. Other Relevant Information

Accounting firm engaged by DRCO

Name of accounting firm

Ernst & Young Hua Ming LLP (Special General
Partnership)

Office address

Room 01-12, 17th Floor, EY Tower, Oriental Plaza,
No.1 East Chang'an Street, Dongcheng District,
Beijing

Names of signing accountants

Li Jianguang and Chen Huijin

Sponsor engaged by DRCO to perform continuing supervision during the reporting period

1 Applicable o Not applicable

Name of Sponsor Office address

Name of sponsor | Continuous  supervision
representative period

35th  Floor, Shenzhen
Media Group Tower,
Pengcheng 1st Road,
Futian District, Shenzhen

China Securities Co., Ltd.

Hu Fangxing and Fang December 15, 2021 -
Yifeng December 31, 2024

Financial advisers engaged by DRCO to perform continuing supervision during the reporting period

o Applicable M Not applicable

V. Key Accounting Data and Financial Indicators

Whether DRCO needs to retroactively adjust or restate the accounting data of the previous years

o Yes M No

2023

2022 YoY Changes 2021

Operating Revenue
(RMB)

2,180,277,744.00 3,

681,574,412.68 -40.78% | 4,622,729,780.48

Net profit attributable to
shareholders of the 68,957,568.40
parent company (RMB)

729,241,946.67 -90.54% 1,301,768,398.86

Net profit attributable to
shareholders of the -120,482,993.14
parent company after

613,246,940.64 -119.65% 1,248,508,013.88



http://www.szse.cn/
http://www.cninfo.com.cn/
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deducting non-recurring
gains and losses (RMB)

Net cash flow from

_ 0,

aperating activities (RMB) 36,965,507.81 818,011,112.24 95.48% 1,544,212,850.71
Basic earnings per share o
(RMB/share) 0.17 1.82 -90.66% 3.62
Diluted earnings per 017 182 -90.66% 362
share (RMB/share) ) ' ' '
R VRS fE 1.04% 10.68% -9.64% 32.61%
on net assets

At the end of 2023 | Atthe end of 2022 | 'OY  Changes s 0 end of 2021

preceding year

Total assets (RMB) 7,530,082,307.45 8,815,748,380.27 -14.58% 8,269,184,150.24
Total equity attributable
to shareholders of the 6,472,637,841.96 6,803,046,203.96 -4.86% 6,866,575,701.17

parent company (RMB)

For each of the past three fiscal years, the annual net profit before or after deduction of non-recurring profit

or loss, whichever is lower, has been negative; the recent year's audit report indicates uncertainty about the

company's ability to continue operating.

o Yes M No

The lower of DRCO's net profit before or after deduction of non-recurring profit or loss is negative.

MYes o No

ltem

2023

2022

Remarks

Operating Revenue
(RMB)

2,180,277,744.00

3,681,574,412.68

~

Revenue deductions
(RMB)

6,520,708.61

31,393,058.65

It is mainly the revenue from
wedding planning business,
sales of products to be
disposed,packaging
materials and
revenues.

other

Revenue after deduction
(RMB)

2,173,757,035.39

3,650,181,354.03

~

10
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VI. Key Financial Indicators on Quarterly Basis

Unit: RMB
Q1 Q2 Q3 Q4
Operating Revenue 705.008,310.46|  536,798,959.96|  500,227,028.95 438,243 44463
Net profit
attributable to 100,931,877.53 -47,520,815.11 20,731,956.90 -5,185,450.92

shareholders of the
listed company

Net profit
attributable to
shareholders of the
listed company after 50,459,166.64 -99,820,334.06 -18,185,975.49 -52,935,850.23
deducting non-
recurring gains and
losses

Net cash flows from

; L 92,814,601.29 -51,795,042.10 -46,916,743.66 42,862,692.28
operating activities

The above financial indicators or their aggregate amounts differ significantly from the relevant financial

indicators disclosed in the DRCO’s quarterly or semi-annual reports.
o Yes M No
VII. Differences in Accounting Data Under Domestic and International Accounting Standards

1. The differences in net profit and net assets disclosed in financial reports prepared according to
International Financial Reporting Standards (IFRS) and Chinese Accounting Standards (CAS).

o Applicable ¥ Not applicable

This report is prepared in accordance with Chinese Accounting Standards and does not include differences
in net profit and net assets disclosed during the reporting period under both International Financial Reporting
Standards (IFRS) and Chinese Accounting Standards.

2. The difference in net profit and net assets disclosed in financial reports prepared according to both

overseas accounting standards and Chinese accounting standards.
o Applicable M Not applicable

This report is prepared in accordance with Chinese Accounting Standards and does not include differences
in net profit and net assets disclosed during the reporting period under both Overseas Financial Reporting

Standards and Chinese Accounting Standards.
VIIl. Non-recurring Profit/Loss Items and Amounts
M Applicable o Not applicable

Unit: RMB

ltem Amount in 2023 | Amount in 2022 Amount in 2021 Description

Non-current asset disposal 1,483,669.10 1,244,949.25 -732,715.39

11
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gains or losses (including the
write-off portion of previously
recognized asset impairment
provisions)

Government grants
recognized in the current
period's income, excluding
those closely related to the
company's normal operations,

conforming to national policy 17,239,801.74 23,433,558.47 11,022,474.28
regulations, enjoyed under
established criteria, and
persistently impacting the
company's income and
expenses
Gains and losses on changes Gains and losses
in the fair value of financial on changes in fair
assets and liabilities held by value of financial
non-financial enterprises and assets held for
LS Ee pEses o s 23261119440  128,297,407.98  59,197,417.83 rading. ~  and
disposal of financial assets investment income
and liabilities, except for from wealth
effective hedging operations management
related to regular business products during the
operations of DRCO reporting period.
- Collection of long
Reversal of provision for
impairment of receivables overdue payments
) 1,476,671.46 0.00 0.00 | from shopping
subject to separate .
) . malls during the
impairment test . .
reporting period.
Mainly increase in
Other non-operating income gg#iat:g arisin
or expenses other than the -4,827,618.30 631,427.63 -747,789.79 9 9

above items

from early closure
of stores during the
reporting period.

Less: Income tax effect

58,543,156.86

37,612,337.30

15,479,001.95

Total

189,440,561.54

115,995,006.03

53,260,384.98

Details of other gain/loss items that meet the definition of non-recurring gains/losses:

o Applicable 4 Not applicable

DRCO has no other items in line with the definition of non-recurring gains/losses.

Explanation on defining the non-recurring items listed in Interpretative Announcement No. 1 on the
Disclosure of Information by Companies Issuing Securities Publicly —Non-recurring Gains and Losses as

recurring items

¥ Applicable o Not applicable

Iltem

Amount involved (RMB)

Explanation

The value-added tax

obtained due to the portion of the

actual

imports exceeding 4%, whi

refund

tax burden on diamond

ch

8,266,133.90

Government grants that comply
with national policies and continue

to enjoy in accordance with certain

12
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qualifies for immediate refund. standard quotas or quantities

VAT exemption for small-scale
taxpayers with monthly sales not
exceeding 100,000 yuan (or 300,000 1,118,925.88
yuan for quarterly sales if a quarter is

a tax period)

13
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Part lll. Management Discussion and Analysis

I. Industrial situation during the reporting period

DRCO is required to comply with the disclosure requirements for "jewelry-related business" and "retail
industry" specified in the Self-disciplinary Supervision Guidelines No.3-Industry Information Disclosure of

companies listed on the Shenzhen Stock Exchange.
() Overview of macroeconomic environment and market conditions

In 2023, world economic recovery was weak, inflation remained at a high level globally, the spillover effects
of tightened monetary policies in major economies became prominent, de-globalization and geopolitical risks
increased. The external environment became increasingly complex and severe.The domestic economic
recovery process is volatile, affected by the slowdown of China's economic growth and the lack of
consumption power caused by the real estate market entering the downward period, the overall recovery
speed of the consumer industry is less than the market expectations. According to an investigation of the
People’s Bank of China (PBOC), the willingness to save of Chinese depositors stayed at an all-time high in
2023, which, coupled with a setback in consumer confidence, led to the amount of new deposits substantially
exceeding that of new loans for the second consecutive year. Nevertheless, consumption still showed strong
resilience among the three drivers of growth. In 2023, China's GDP grew by 5.2% over the previous year,
with 4.3% of the growth fueled by final consumption expenditure, making it the principal driver of the
economic recovery. A further breakdown of the data on total retail sales of consumer goods suggests a wide
disparity in the recovery of different consumption types in China. The consumption of catering services was
better than that of commodities, and the consumption of consumer staples was stronger than that of

consumer discretionary. The consumption structure exhibited a divided trend.

“Recovery and expanding consumption” remained key words throughout the year. To boost consumption,
diversified consumption scenarios were reopened and developed in a more orderly fashion. Responding to
the strategy of expanding domestic demand, relevant policies gave full play to the fundamental role of
consumption in economic development and continued to enhance the lasting power of high-quality
development. For instance, the National Development and Reform issued the “Measures to Restore and
Expand Consumption”, which proposed 20 specific measures to stabilize spending on big-ticket items and
expand service consumption and formed a policy package. Several authorities proposed to stimulate
consumption with a focus on resident income, financial services and the consumption environment, etc., and
specific initiatives represented by consumption vouchers were launched one after another. The consumer
market is becoming increasingly complex and diversified. The consumers are both emotional and rational in
decision-making. In particular, as the quality of life improves, people tend to pursue individualized and
customized consumption. Consumption is getting more and more diversified no matter in terms of innovative

product design, individualized marketing strategy or cross-industry integrated development.

() Overview of the development of the jewelry industry

14
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In 2023, the global jewelry market was US$353.26 billion, in which the Asia-Pacific jewelry market accounted
for 59.9%. This huge market share was mainly attributed to the high demand for jewelry in densely populated
countries. As a major player in the global jewelry market, China's jewelry industry has entered a new
business cycle. According to the “2023 Development Report of China's Jewelry Industry” issued by the
Gems & Jewelry Trade Association of China, the total market size of China's jewelry industry in 2023 was
approximately RMB820 billion, an increase of 14% over 2022. The gold products market stood at
approximately RMB518 billion, up 26.3% year-on-year; the jade market was around RMB150 billion, rising
2% year-on-year; and the diamond products market was about RMB60 billion, down 26.8% year-on-year.
With the increase in disposable income, the iteration of jewelry craftsmanship and design, as well as the
ever-changing consumer demand, Statista expects China’s jewelry market to grow at a compound growth
rate (CAGR) of 4.39% from 2024 to 2028, and there is still room for growth in China's jewelry market.

By category, the natural diamond market remained sluggish in 2023, and the price of finished diamond was
declining. Due to supply control in the upstream and production cuts in the midstream, the B2B price of
natural diamond rebounded visibly in the last two months, but the Rapaport Diamond Price Index showed
that except for 0.30 carat, the other three segments all decreased in 2023, respectively by 25.9%, 20.6% and
11.3%, suggesting a weak market demand for natural diamond. According to the “Diamond Insight Report
2023” of De Beers, China's middle class is growing dramatically from one in five (21%) in 2010 to one in two
(51%) in 2022, and possibly to two-thirds by 2030. The diamond industry in China may benefit from this with
RMB140 billion of business opportunities.

In short, the jewelry industry is undergoing an unprecedented reform with the development of global
economy and the change of consumption concepts. The development of digitization in the jewelry industry,
the growing concern about sustainable development, and the pursuit of individualization and spiritual
satisfaction are driving multi-dimensional upgrading of the jewelry industry. China, as the most promising
consumer market for jewelry, will see a new development pattern. The diamond jewelry industry has begun a
cyclical adjustment filled with challenges and tests, and the leading players that would continue to improve
their core competitiveness and brand potential could seize the opportunity of industry adjustment to
exchange time for space and gain a bigger market share.

1. Increase in residents disposal income drives steady growth of the industry, and the combined

emergence of diversified consumer demands and customer behaviors
Consumption has become a key driver of China’s economic growth in which the residents disposal income
level is an important factor. In 2023, the per capita disposable income in China was RMB39,218, up 6.1%
from the previous year, which was faster than the growth of GDP. The growth in disposal income lays the
foundation for increasing the penetration rate of diamond jewelry as consumer discretionary. In the mid- and
long- run, there is much room for the penetration rate and per customer transaction of diamond jewelry to
rise in China. According to data from World Jewelry Association as quoted by Forward (Qianzhan Industrial
Research Institute), the penetration rates of diamond jewelry in tier-1, tier-2, and tier-3 cities and below were
respectively 61%, 48% and 37%, lower than the penetration rates of gold and platinum. The “Diamond

Insight Report 2023” showed that the penetration rate of diamond consumption, per capita annual spending

15
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on diamond, and per capital possession of diamond in China were less than 50% of those in the US and
Japan. This shows that with the continuous improvement of per capita disposal income and penetration rate

is likely to spur the expansion of the jewelry industry.

In China, one of the largest consumer markets in the world, there is a strong demand for diversified and
innovative products and services. The ever-changing preferences and behavioral patterns of Chinese
consumers bring tremendous opportunities and challenges for jewelry brands. With a middle-income
population of 470 million, China is going through a consumer transition from focus on cost performance to
focus on appearance to focus on psychological satisfaction. In addition to the asset preservation and
appreciation function of jewelry, diversified consumption demands and consumer behaviors emerge in
combination as the consumer group and consumption scenarios expand. According to statistics from the
Gems & Jewelry Trade Association of China and Ernst & Young, female consumers are primarily interested
in the design of jewelry. Therefore, the ability to thoroughly understand the emotional and scenario demands
of consumers, the research, development and design ability, and the value and meaning conveyed will be
increasingly important for brands in competition.

2. Market fluctuation accelerates industry reshuffle, and the rise of self-owned brands

leads to market concentration towards top brands
After the public health emergency and the withdrawal of capital from consumer goods, the transformation
and upgrading of traditional jewelers that rely on extensive channel coverage to build barriers to competition
and gain market share with stores accelerate the exit of small and medium-sized jewelry brands and the
concentration of market resources towards the top companies. Jewelers with brand appeal and influence
may integrate upstream and downstream resources and enlarge their market share more efficiently, leading
the market to move towards the top brands. According to data from Euromonitor, China’s jewelry industry
showed a tendency of concentration towards the top brands during 2016-2023, with CR10 increasing from
19.1% to almost 35.6%, and despite a relatively fragmented competition landscape, the top companies still
have room to further raise their market share. A research conducted by McKinsey for Chow Tai Fook in 2022

suggested that the sales of Chinese branded diamond would grow at 10%-14% annually in the coming years.

The continuous improvement in the concentration of jewelry brands is inseparable from the deep
involvement of China's self-owned brands in globalization. The diversification of brand innovation, the
development of new consumer brands and the creation of brand consumption atmosphere all fuel the rise of
self-owned brands. In the competition with international brands, self-owned brands continue to accumulate
product innovation ability and brand power. According to the “Diamond Insight Report 2023” of De Beers,
established brands represented a staggering 92% of all diamond jewelry purchases in 2022, while in 2016,
the percentage was only 44%. Among them, Chinese brands led the purchase of diamond jewelry and
contributed approximately 80% of the total purchases, indicating that consumers buy diamond jewelry for the
brand culture, emotional connotations, extensive recognition and brand influence. This phenomenon where
brand is the vehicle and culture is the language reflects the deep fusion of Chinese culture and modern

consumerism.

3. The jewelry industry enters a new development stage, and structural differentiation intensifies

16
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In 2023, catalyzed by multiple factors such as the sustained surge in gold prices in the short to mid term, the
further broadening of consumption scenarios, and the iteration and upgrading of new crafts and designs, the
gold jewelry industry showed a relatively impressive performance among consumer discretionary. Data from
the National Bureau of Statistics shows that the total retail sales of consumer goods in 2023 was RMB47.15
trillion, an increase of 7.2% over the previous year. The retail sales of gold and silver jewelry in the consumer
market was strong, with the total retail sales of gold and silver jewelry above the designated size amounting

to RMB331 billion, up 13.3% year-on-year, which was the second fastest growth.

Gold is a precious metal strongly correlated with the monetary system, the economic cycle, and the global
economy. Based on its inherent monetary attributes, gold continues to be a safe haven of assets for Chinese
consumers. According to the latest statistics released by China Gold Association, the whole country
consumed 1,089.69 tons of gold in 2023, an increase of 8.78% compared with the same period in 2022,
including 706.48 tons of gold jewelry, a year-on-year increase of 7.97%; 299.60 tons of gold bars and coins,
a year-on-year increase of 15.70%; and 83.61 tons of gold for industrial and other purposes, a year-on-year
decrease of 5.50%. Benefiting from the continuous rise in gold prices and the increasing demand of
residents for value preservation and risk hedging, investment in physical gold attracted greater attention and

the consumption of gold bars and coins, which have relatively low premiums, showed a quantitative growth.

However, the demand for diamond, which also belongs to jewelry, experienced cyclical adjustments. IDEX
data showed that the closing price of the finished diamond price index at the end of December 2023 was
16.53% lower than that at the end of December 2022, while the annual drop in 2022 was 6.4%. Moreover,
according to customs statistics for Shanghai Diamond Exchange, diamond transactions at Shanghai
Diamond Exchange totaled US$3.109 billion during January-December 2023, a decrease of 29.7% year-on-
year. Meanwhile, the emergence of lab grown diamonds aroused public discussion on the "value of
diamond", and consumers misunderstood the scarcity and uniqueness of natural diamonds to varying
degrees as a result of publicity by some We Media accounts. However, quite a number of industry
practitioners believe that lab grown diamonds and natural diamonds are two completely different markets
and segments, and that lab grown diamonds provide a new option for the diamond consumer market, which
will help to expand the volume of the diamond market as a whole. Frost & Sullivan projected that the global
diamond market would see a supply-demand gap of 159 million carats by 2030. Hence, some senior industry
analysts believe that the decline in natural diamonds is essentially a correction of the rapid rise in diamond
prices between 2020 and 2021. As diamond production falls, the long-term scarcity of diamonds will be
restored and the price index will gradually pick up.

4. The transition from “channel model” to “new retail model” promotes digital transformation of

the industry
In the past, consumers decided whether a brand was reliable mainly based on the size of its channels, so
popular jewelry brands penetrated the market mostly by expanding their channels to reach as many
consumers as possible. In recent years, however, as the "aesthetic consciousness" awakens, general
consumers can hardly form an independent consumer preference through repeated purchases of jewelry,

which is high-priced low-frequency consumer goods, making external reputation particularly important. As a
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result, brand operators that focus on terminal marketing, product innovation and digital capacity building are
more likely to gain new growth momentum in the new consumer environment, which accelerates the
transition of the jewelry industry from the "channel model" to the "new retail model". Meanwhile, the rapid
development of online media influences transmission efficiency, which gives consumers enough options and
selective power. Thus, jewelry brands must accurately grasp the end consumer demands and respond
quickly. the importance of the whole-link digital capacity is increasingly highlighted in the demand-led stage.

In the demand-led stage, digital capability across the chain becomes increasingly important.

Over the past three years, changes in consumers, media, and brands have shaped a new direction for online
and offline integration. Digital transformation enables jewelry companies to deliver personalized services and
customized products better, and they can understand consumer preferences and needs more accurately
based on data collection and analysis. In addition to improvements in product development, design and other
tangible aspects, consumer experience and experiential consumption are becoming essential links in the
consumption chain. According to the "2024 Consumer and Media Trends Report" issued by GroupM, 84% of
consumers would experience a product before making a purchase offline, in which 31% would view a
product online and then experience and buy it offline. The influence of recommendations and co-branding on
consumers' final purchases increased by 25% year-on-year in 2023. The percentage of consumers who
searched for more information before making an online purchase grew from 58% in 2022 to 65 % in 2023.
The consumer buying behaviors show that, more and more consumers tend to buy from channels such as
official website, mini program and private traffic pool of shopping guides, and consumers are increasingly
influenced by the recommendations of celebrities and opinion leaders on We Media platforms.

5. Deep insight into consumer needs is still a key factor in the long-term development of the

jewelry industry
China's consumer market is changing rapidly, with the core element of competition shifting from production
and channels to the consumer's mentality. It is crucial for brands to gain deep insights into consumer needs,
secure a favorable position in consumers' minds, and build a cognitive advantage through a differentiated
positioning. In 2023, some jewelry brands combined traditional craftsmanship, wedding culture and Chinese
and Western aesthetic elements into their jewelry design based on a thorough understanding of traditional
wedding culture and modern consumer needs, and developed uniquely differentiated products that won the
hearts of consumers. Furthermore, brand impression that represents the products is the key to consumer
recognition. It requires jewelry brands to make prospective arrangements in terms of design concept

planning, selection of suitable technology, and cultivation of cultural connotations.

Given the strong link between jewelry brand and consumer trust, quality, personal taste and style, brand has
become a significant driver of consumers' purchasing decisions. Jewelry brands that have accumulated
certain brand assets tend to be more influential. According to the "2023 Jewelry Consumer Trends Report",
56% of respondents in China associated jewelry brands with trust and quality, while 53% associated brands
with the expression of personal taste and style. Consumers on the Chinese mainland were more brand-
conscious than their Hong Kong counterparts, as the report found that 86% of respondents on the Chinese

mainland attached more importance to brand. Thus, the credibility and quality of jewelry brands play a pivotal
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role in influencing purchase decisions. Moreover, consumers expect to see values and emotions consistent
with their own in the image, story and underlying philosophy of the brand they choose, so jewelry brands with
emotional connotations, value propositions, attitudes and tonality are likely to further broaden their
consumption scenarios. According to the "2023 Jewelry Consumer Trends Report", the value proposition of
natural diamond is multifaceted and not limited to its scarcity and value preservation function. Chinese
consumers associate natural diamond with significant moments in their lives, anniversaries, love and
achievements. Female respondents showed the most striking emotional connection to diamond. 82% of
female consumers believed that diamond represented eternal love/true love or symbolised constant

commitment and fidelity in a proposal.
Il. DRCO main business during the reporting period

DRCO abides by the disclosure requirements for jewelry-related business and retail industry specified in the
Self-disciplinary Supervision Guidelines No.3 - Industry Information Disclosure of Companies Listed on the

Shenzhen Stock Exchange.
() Main business of DRCO

Insisting on the corporate vision of global leader in true love culture”, DRCO is a globalized public company
engaging in high-end diamonds and jewelry and related services with true love culture. Focusing on such
business scenarios as engagement, wedding, anniversaries and gold bridal gifts, DRCO continues to deliver

worldwide consumers with high-quality jewelry products and unique true love experience & services.

With the mission of "helping more people express love and making love happy for a long time" and to help
widely express love and make love forever, DR Diamond Ring, the company's high-end jewelry brand, is
dedicated to spreading and witnessing true love stories worldwide, and encourages everyone to bravely
seek true love, forging a global brand image characterized by romance, love, fashion and sincerity. Through
a global online and offline DTC (Direct to Consumer) retail network, our products are available in over 200
cities at domestic and overseas (e.g. Paris, France, and Hong Kong, China). Empowered by differentiated
positioning, professional designs and unique service experience, DR has become one of leading brands in
the worldwide market of diamond rings, and reaped many authoritative international awards, such as "Asia's
Top 500 Brands" by World Brand Lab, “Brand of the Year” by JNA Awards, and “Best International
Engagement Ring Brand of the Year” by HKCT, for several consecutive years. During the reporting period,
the Company was listed into Top 100 Luxury Goods Enterprises for 2023 by Deloitte. Moreover, DR

Diamond Ring also received the prestigious "Chinese Image Brands Award 2023” from CCTV.

At whatever time, everyone still yearns for a lifetime of true love deep in his heart, DR Condenses the most
devout and attitude of true love belief. Therefore, we sincerely hope to help more people express, find and
enjoy true love forever, and promote such belief around the world, which is original intention and aspiration
for creating DR brand. To this end, every DR diamond ring is customized for only one person. And around
the user's lifelong romance continues to expand, DR brand offers "Wedding+" services covering wedding
rings, proposal/wedding planning, anniversary gifts, and wedding photography or portrait. The beginning and

destination of DR brand is centered on witnessing, spreading and serving true love.

(I) Main products of DRCO
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The Company is dedicated to creating high-quality innovative products and providing superlative services to
offer each customer a unique experience of true love. Our main products currently include engagement rings,
wedding rings, anniversary gifts, and gold bridal gifts. During the reporting period, the Company collaborated
with renowned domestic and international craftsmen, who pay tribute to the determination to love forever
with a deep dedication to craftsmanship. With a unique aesthetic attitude and stringent craftsmanship

standards, they meticulously crafted each piece of jewelry representing "the sole true love in one life".

DR HEART Heart Shaped Halo Pavé DR YOU&ME Twisted Wedding Rings DR D Lifelong Deed Double Row Pavé
Engagement Ring Splice Bracelet

KING & QUEEN - Covenant KING & QUEEN - Covenant of Love KING & QUEEN - Embrace of Love
of Love Necklace Drop Earrings Phoenix Pendant

() An Overview of the Operational Status

1. Customized fully self-operated sales model

The company adopts an integrated omni-channel approach, providing consumers with a seamless online
and offline shopping experience. Channels such as the official website, mini-program, Tmall, and JD flagship
stores serve as online platforms for browsing and purchasing, while offline stores offer physical retail
experiences. This strategy leverages the efficiency of online platforms and the tactile experience of offline

channels.

For brand promotion, image building, and unified management, the DR brand follows a fully self-operated
model, with all stores managed and operated by the company. Both online and offline products are uniformly
priced, primarily offering customized products to customers. Under the customization model, customers
place orders and make payments (either deposits or full payments) online or offline. The company then
arranges production through outsourcing, delivers the products directly to customers' doorsteps after

receiving the final payment, or allows customers to collect the products from designated stores.
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To enhance the romantic experience for customers, the company offers a range of value-added services,
including the "True Love Agreement," "Love Confirmation Certificate," and co-hosting of marriage proposal
ceremonies at stores. These services enrich the overall consumer experience, further reinforcing the brand's

identity and emotional connection with customers.
(1) Revenue by business segment during the reporting period

During the reporting period, the Company achieved revenue of RMB 2,180.28 million, a decrease of 40.78%
compared to the same period last year, and the corresponding order quantity decreased by 38.18% year-on-
year. However, the average transaction price remained relatively stable, a decrease of 3.28% year-on-year
(excluding other businesses).In terms of business model classification, the revenue from online self-operated,
offline directly operated, and offline jointly operated channels amounted to RMB227.09 million, RMB1,769.41
million, and RMB177.26 million respectively. This represents decreases of 42.45%, 40.63%, and 35.59%
respectively compared to the same period last year. Revenue from other business activities amounted to
RMB6.52 million, representing a decrease of 79.23% compared to the same period last year, mainly due to a
reduction in product disposals during the reporting period.

During the reporting period, the company's comprehensive gross profit margin was 68.83%, a decrease of
0.96 percentage points compared to the same period last year. Both online and offline business models are
the company's main business, accounting for over 99% of revenue. The gross profit margin of the main
business is basically consistent with the comprehensive gross profit margin, and the level of gross profit

margin remains relatively stable.
Revenue by business segments during the reporting period

Unit: RMB0’000

2023 2022 YoY :OY

Business : . change Ceai:g

Segment Revenue Operating Gros_s Revenue Operating Gros_s in gross

cost margin cost margin | revenue :

margin

Online  — Self-| 22708.81| 7,589.49|66.58% | 39459.33| 12.847.80| 67.44%| -42.45%|.0.86%
Operated

gf;gr::ted Direct-| 176,941.40 | 54,320.50 | 69 30% |298,037.34| 86,718.60| 70.90%| -40.63% | -1 60%

Offline  — Joint-|  17,72550| 5,664.30|g8.04% | 27.521.47| 8713.53| 68.34%| -35.59%|-0.29%
Operated

Other 652.07|  381.03|4157%| 3139.31| 2047.23| 6.12%]| -79.23%| 3540

Businesses ) ’ ; ’ ) ) %

Total 218,027.77| 67,955.33 | 58.83% [368,157.45| 111,227.25| 69.79%| -40.78%|.0.96%

Note: The above figures are rounded to two decimal places. Some of the figures are slightly different in the

endings due to rounding and are not calculation errors.
(2) Stores in the reporting period

(D Changes in number of stores

During the reporting period, the company proactively adjusted its store channel strategy to adapt to market

changes. It conducted assessments of existing stores and optimized channels based on factors such as
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changes in commercial districts, alignment with customer demographics, and brand positioning. Throughout
the reporting period, the company opened 24 new stores (8 in Q1, 7 in Q2, 4 in Q3, and 5 in Q4) and closed
184 stores (9 in Q1, 18 in Q2, 86 in Q3, and 71 in Q4), resulting in a net reduction of 160 stores.

As of the end of the reporting period, the company operated a total of 528 stores, all of which were self-
operated. These stores were located in 209 cities across 31 provinces/autonomous regions/municipalities in
China, with 2 non-mainland stores located in Paris, France, and Hong Kong, China. The majority of domestic
stores were situated in third-tier cities and above, with 330 stores located in first and second-tier cities,
accounting for approximately 62.74% of the total, and 196 stores located in third-tier cities and below,

accounting for approximately 37.26% of the total.

Store Movements

o . Open Close :
Tier of cit Classificatio |Opening P : —{Net Closing
Yin number |yew |Ch@Nge Nl ~10seq [Change INichange  [number
business mode business mode
Direct--
operated 411 11 2 122 1 -110 301
Tier-1 and Joint
tier-2 omnt- 38 1 1 9 2 9 29
operated
Subtotal 449 12 3 131 3 -119 330
Direct--
operated 218 11 - 49 1 -39 179
Tier-3, 4 Joint-
and below operated 19 1 1 4 - -2 17
Subtotal 237 12 1 53 1 -41 196
Direct--
operated 2 ) ) ) ) ) 2
Overseas Joint- i ) ) ) ) i i
operated
Subtotal 2 - - - - - 2
Direct--
operated 631 22 2 171 2 -149 482
Total Joint- 57 2 2 13 2 11 46
operated
Total 688 24 4 184 4 -160 528

@ Newly opened stores

During the reporting period, DRCO opened 24 new self-operated stores, a decrease of 230 YoY. During the
reporting period, the newly opened stores realized revenue of RMB 34.19 million, accounting for 1.57% of

the total revenue; their gross profits reached RMB 23.91 million.
Newly opened stores

Unit: RMB0’000
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2023 2022
Q (o) 0,
Mode Reg|on Number Area AS A) Of GFOSS Number Area AS A) Of GFOSS
of - Revenue |total . of - Revenue | total .
(m?) profit (m?) profit
stores revenue stores revenue
North
China - - - - - 6 413.00 | 1,400.48 | 0.38% | 986.49
East
China - - - - - 8 436.28 | 82241 | 0.22% | 538.26
Joint- South
operated | China - - - - - 1 65.00 | 378.43 | 0.10% | 265.26
Central
China 1 110.00 | 63.05 | 0.03% | 44.49 1 31.00 | 398.99 | 0.11% | 255.46
Northwest 1 36.60 | 21069 | 0.10% | 128.52 - - - - -
Subtotal of joint-
operated stores 2 146.60 | 273.74 | 0.13% | 173.00 16 04528 | 3,009.31 | 0.82% | 2,045.47
Northeast 1 98.00 | 155.97 | 0.07% | 95.24 17 | 1,443.78 | 2,269.53 | 0.62% | 1,590.26
('ijﬁlr:; 2 211.00 | 28571 | 0.13% | 199.52 27 | 2,639.87 | 5281.82 | 1.43% |3,783.43
(E:ffr:a 5 395.15 | 606.17 | 0.28% | 435.06 | 84 |7.630.04 |9,42575| 2.56% | 6,703.03
Direct- South
operated | 3p i 3 33433 | 46218 | 021% | 32637 | 25 |2561.07|3,133.24 | 0.85% | 2,229.32
Central 2 134.00 | 131.39 | 0.06% | 89.97 26 |2,629.97 | 3,324.86 | 0.90% | 2,372.48
China : : : o . ) . , . . () , .
Northwest | 6 625.56 | 772.49 | 0.35% | 542.54 18 | 1,535.64 | 3,107.10 | 0.84% | 2,186.87
Southwest| 3 24582 | 730.86 | 0.34% | 520.02 | 41 |4,692.06 | 3,135.16 | 0.85% | 2,231.48
g;:::::g S‘t’(‘;reg'red' 22 [2043.86| 314478 | 1.44% |2217.72| 238 |23132.43|29677.45| 8.06% |21,096.87
Total 24 [2190.46| 341852 | 1.57% |2,390.72| 254 |24,077.71|32,686.77| 8.88% |23,142.34

Note: The above figures are rounded to two decimal places. Some of the figures are slightly different in the

endings due to rounding and are not calculation errors.

® Impact of closed stores during the reporting period

In 2023, the Company actively adjusted and optimized the store channel strategy to focus on improving the

quality and profitability of the stores. During the reporting period, the Company closed 184 stores, including

171 direct-operated and 13 joint-operated ones. These closed stores eared revenue of RMB 226.25 million

during the reporting period. Based on the revenue of RMB 567.92 million in the same period of the preceding

year, the impact of the closed stores on DRCO’s revenue during the reporting period was RMB -341.67

million, representing -15.67% of the revenue in the reporting period.

Analysis of the impact of closed stores on revenue during the reporting period

Unit: RMB0’000

Revenue Revenue in the|lmpact of [ Impact of
Mode Region Closed during the[same period of|closed stores|closed stores
reporting the preceding|on DRCOlas a % of
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period year created by|during the|revenue during
stores closed |reporting the  reporting
during the | period period
reporting period
Northeast 1 143.64 404.14 -260.50 -0.12%
North China 1 99.31 315.99 -216.68 -0.10%
Joint- East China 6 493.88 1,225.73 -731.85 -0.34%
operated | 5outh China 2 315.39 807.74 -492.34 -0.23%
Central China 2 130.48 275.92 -145.44 -0.07%
Southwest 1 122.50 388.57 -266.07 -0.12%
Sublotal of Joint- operated) 43 1,305.21 3,418.09 2,112.88 -0.97%
Northeast 7 628.98 1,209.68 -580.70 -0.27%
North China 16 2,445.51 6,164.20 -3,718.69 -1.71%
East China 81 8,886.44 22,583.06 -13,696.62 -6.28%
5;':::{3 South China 22 2,652.14 9,065.46 -6,413.32 -2.94%
Central China 12 2,102.24 5,221.35 -3,119.10 -1.43%
Northwest 12 1,886.99 4,426.82 -2,539.83 -1.16%
Southwest 21 2,717.32 4,703.26 -1,985.94 -0.91%
Subtotal of direct- operated| 47 21,319.62 53,373.82 -32,054.20 14.70%
Total 184 22,624.83 56,791.92 -34,167.08 -15.67%

Note1: Impact of closed stores on DRCO during the reporting period = Revenue of closed stores during the

reporting period - revenue of closed stores in the same period of preceding year

Note 2: The above figures are rounded to two decimal places. Some of the figures are slightly different in the

endings due to rounding and are not calculation errors.
@ Performance analysis for stores during the reporting period

During the reporting period, for direct-operated stores, the revenue of a single store was RMB 3.03 million,
down 47.24% from the same period of last year; the gross profit of a single store was RMB 2.10 million,
down 48.43% from the same period of last year, and the area efficiency of a single stores was RMB 0.03
million, down 46.29% from the same period of last year; for joint-operated stores, the revenue of a single
store was RMB 3.41 million, down 39.31% from the same period of last year; the gross profit of a single store
was RMB 2.32 million, down 39.57% from the same period of last year, and the area efficiency of a single
stores was RMB 0.05 million, down 39.13% from the same period of last year. This is primarily due to an
excessive density of stores in certain cities, leading to revenue dilution for individual stores. The company
also had significant room for improvement and enhancement in channel layout, site selection, customer flow
conversion, and store operation management. After adjusting and optimizing channels in the second half of
the year, the decrease in single-store revenue, gross profit, and sales per square meter (efficiency) was

reduced compared to the first half of the year. Additionally, the impact of external macroeconomic conditions
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and the diamond-studded market on the gold product market led to an overall decline in company sales,

resulting in significant decreases in single-store revenue, gross profit, and efficiency compared to the same

period last year.

Store revenue and gross profit

Unit: RMB0’000

2023 2022 YoY change
Aver- |q: Sing- Singl .
Class [ age ISlng Single |Single |le - el Single [Single |Single-|e -|Single |Single- SIele -
ificati e - age store
numb <o | store | -store |store numb |- store (- store|store |store|-store [store area
on fer of reven [gross |area area |[reven |gross [|area |Revenu |gross .
area ' .. |er of| . . . efficienc
store | , ue profit | effici m ue profit |effici |e profit
m stores y
S ency ency
Direc
:)-per 584 | 89.11 [ 302.98209.97| 3.40 | 519 | 91.00 (574.25| 407.17 | 6.33 | -47.24% | -48.43% | -46.29%
ated
Joint
;)per 52 | 68.29 [340.88(231.95( 499 | 49 | 69.00 |561.66 | 383.84 | 8.20 [ -39.31% [-39.57% | -39.13%
ated

Note: The average number of stores refers to the average of the number of stores at the end of each month

of the reporting period (> number of shops at the end of the month / number of months)

® Top 10 stores in terms of revenue

Unit: RMB0’000

i Business i i
N Store Name (_)penlng Mode 2 Revenu [Operating Ope_ratlng
0. time area () |e cost profit
1 |DR Store in Guangzhou Tianhe| 54y7/14/4¢ |direct | 55509 [1267.19| 40344 | -79.92
Zhengjia Plaza operated
o [DR Store ' in Xian SAGA| 54107708 [direCt | 46800 |1262.19| 309.07 | 317.94
International Shopping Mall operated
3 |DR A Store in Lanzhou Center 2021/6/22 joint- 83.00 1,112.01 350.82 404.09
operated
4 |DR Store in Chengdu IFS 2018/1/17 |direct: 93.00 |1,063.22| 339.52 334.64
operated
5 |DR Store in Beijing IKEA Livat 2018/7/5 |direct: 60.00 | 916.63 | 288.75 417.94
operated
g |DR Store in Fuyang Yingzhou| ,450,41/9 [direct | 14499 | 88420 | 256.17 | 396.22
Wanda Plaza operated
7 | DR Store in Jinhua Yiwu Zhixin 2018/4/18 direct- 122.00 860.46 268.33 380.68
operated
g |DR Store in Langfang Wanda| 5,54, |direct 98.70 | 85220 | 265.08 | 399.54
Plaza operated
9 DR Store  in Foshan| ,450/19/30 |9 | 11000 | 795.35 | 264.00 | 327.39
Wangfujing Ziweigang operated
10 DR Guojin  Store in 2017/10/2 direct- 7400 |788.48 |242.11 289.20
Changsha Wuyi Square operated

Note: Operating profit = revenue - operating costs - store expenses, excluding expenses shared with the
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headquarters.
(3) Online sales during the reporting period

DRCO online business is mainly carries out through own sales platform (i.e. DRCO portal) and third-party
sales platforms. During the reporting period, DRCQO's revenue from online business was RMB 227.09 million,
down 42.45% from the same period last year and accounting for 10.42% of the Company’s revenues.
Specifically, the revenue from self-owned sales platform was RMB 33.73 million, down 53.96% from the
same period last year; and the revenue from third-party sales platforms was RMB 193.35million, down

39.82% from the same period last year.

According to DRCO's purchase rules, all customers from the third-party sales platforms need to register on
DRCO's self-owned sales platform ( i.e. DRCO portal). As of the end of the reporting period, the registered
customers on DRCO portal totaled about 12.21 million including around 1.55million new ones during the
reporting period. In 2023, the per customer transaction on DRCO portal was about RMB 5,800, down 7.94%

from the same period last year.

Online Sales
Unit: RMB0’000
2023 2022 YoY change

Channel Sales As % of | Sales As % of | Sales

order Revenue |online |order Revenue |online |order |Revenue

amount revenue | amount revenue | amount
Self-owned sales platform | 3,461.84| 3,373.47| 14.86% | 7,983.61| 7,327.52| 18.57% |-56.64% |-53.96%
Third-party sales platforms|21,555.97|19,335.34 | 85.14% |34,988.44 (32,131.81| 81.43% [-38.39% |-39.82%
Total 25,017.81(22,708.81 | 100.00% |42,972.05 | 39,459.33 | 100.00% |-41.78% | -42.45%

Note 1: The self-owned sales platform is DRCO portal,

and the third-party sales platforms include the

flagship stores on Tmall.com and Jd.com;

Note 2: The sales order amount is the tax-inclusive amount placed by the customers during the reporting

period, and the orders whose products have been returned are excluded.

2. Consigned production model
Thanks to abundant industrial chain resources and deepening industrial division of labor, the company
adopts a light-asset operation strategy, employing an outsourced processing production model for all
finished products. On one hand, leveraging external production capabilities enhances operational efficiency,
while on the other hand, the company focuses on brand building, channel expansion, product development,
and supply chain integration, contributing to favorable operational performance. The company dynamically
adjusts the allocation of orders to suppliers based on evaluation criteria such as supplier capacity, product
qualification rate, and delivery delay rate to ensure product quality and delivery deadlines. The company has
always attached great importance to product quality, continuously improving the product quality control
system. It implements professional quality inspection personnel or related professional equipment control in

various stages such as raw material procurement, outsourced production, and product circulation.
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Additionally, all products sold to end consumers undergo testing by national-level third-party inspection

agencies and are equipped with relevant professional certificates.
3. Procurement mode

In order to ensure standardized and quality raw material procurement, DRCQO's supply chain department is
fully responsible for purchasing raw materials, mainly end product diamonds. DRCO formulates and
implements procurement plans based on business demands, inventory and short-term market price trends.
During the reporting period, the Company introduced new services in gold leasing and platinum procurement.
For the gold leasing service, the Company leases physical gold from a bank for a specified period, and
returns gold with the same quantity and type to the bank and pays the leasing fees upon maturity as per the

agreement.
(1) Major procurements during the reporting period

During the reporting period, the total procurement amount for the company's main raw materials and
commissioned processing was RMB 517.52 million, a decrease of 59.79% compared to the same period last
year. This decrease is mainly attributed to the decline in company performance and the decrease in new

store openings, the demand for goods preparation has decreased.

Out of this total, gold procurement amounted to RMB 58.59 million, which is gold leased by the company
from banks. Diamond procurement amounted to RMB 252.14 million, a decrease of 50.47% compared to the
same period last year. The total amount for commissioned processing procurement was RMB 200.23 million,
a decrease of 74.26% compared to the same period last year. The proportion of commissioned processing

procurement decreased by 21.76% compared to the same period last year.

This adjustment is mainly due to the company's efforts to further reduce procurement costs, improve
procurement efficiency and effectiveness by restructuring its procurement. During the reporting period, some
jewelry materials that were previously provided by external processing vendors were changed to be supplied
by the company to external processing vendors. Additionally, the company transitioned most of the
diamonds with a weight of 0.03 carats and below from being provided by external processing vendors to

being purchased directly by the company..
Major procurement during the reporting period

Unit: RMB0’000

2023 2022
| 0 0 YoY change
tem Purchase amount hE T e el Purchase amount R o B e
purchases purchases

Diamond 25,214.39 48.72% 50,902.86 39.55% -50.47%
Gold leasing 5,858.99 11.32% - - -
Platinum 655.89 1.27% - - -
Consigned
processing 20,022.91 38.69% 77,796.66 60.45% -74.26%
Total 51,752.18 100.00% 128,699.52 100.00% -59.79%
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Note 1: The purchase amount in the table is based on the price excluding tax.
Note 2: The purchase of diamonds includes both finished and rough diamond.

(2) Purchase channels and quantities of diamonds and gold as the main raw material during the reporting

period

During the reporting period, DRCO's finished diamonds are mainly sourced from overseas and domestic
markets, and all of them were checked by the supply chain department before being stored. For overseas
purchases, Hong Kong DR GROUP is responsible for purchases from overseas suppliers, and then
Shanghai Darry, a member of Shanghai Diamond Exchange, is in charge of the custom clearance. DRCO
also purchases finished diamonds directly from domestic diamond suppliers or their affiliates, which are
members of the Shanghai Diamond Exchange. During the reporting period, the company's main raw material
diamond procurement quantity was 42,334.59 carats, a decrease of 36.97% compared to the same period

last year. The total amount of gold purchased during the reporting period was 148,000 grams.

Purchase channels and quantities of diamonds and gold as the main raw material during the reporting period

2023 2022

Purchase YoY

ltem Unit | channel Purchase As % of total|Purchase fc‘)?tal % Of change
quantity purchase quantity purchase
Domestic 31 868.89 75.28% 52,812.15 78.63%| -39.66%
market ’ |
i Overseas 10,465.70 24.72% 14,350.32 21.37% -27.07%

Diamond | Carat markets ° 0 °

Total 42,334.59 100.00% 67,162.47 100.00% -36.97%
Gold Gram |Leasing 148,000.00 100.00% - - -
Platinum |Gram |Purchase 33,284.10 100.00% - -1-

Note : The purchase of diamonds includes both finished and rough diamond.

(3) Purchase quantity for consigned processing during the reporting period.

During the reporting period, the purchase quantity of DRCQO's consigned processing business dropped

because of the decline of DRCO’s sales performance and lower demand for new stores.

2023 2022
It Unit YoY
em nl Purchase Purchase Purchase Purchase | change
quantity quantity quantity quantity
Consigned processing |Pieces 302,042.00 100.00% 616,308.00 100.00% | -50.99%

Note: The above purchase quantity does not include product accessories (e.g., earring nuts, chain tail tags).
(4) Inventories during the reporting period
During the reporting period, the company's inventory consisted of raw materials, work in progress, finished
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goods, materials for commissioned processing, goods dispatched, and operating supplies, with raw materials
and finished goods being the main components. As of the end of the reporting period, the balance of
inventory was RMB 537.18 million. During the reporting period, a provision for inventory depreciation of RMB

10.24 million was recorded, resulting in a net book value of inventory of RMB 526.94million.

The end-of-period balance for raw materials was RMB 126.51 million, a decrease of 6.06% compared to the
beginning of the period. The end-of-period balance for work in progress was RMB 4.02 million, an increase
of 42.18% compared to the beginning of the period, mainly due to an increase in dismantled goods awaiting
processing. The end-of-period balance for finished goods was RMB 392.19 million, a decrease of 24.00%
compared to the beginning of the period. The end-of-period balance for materials for commissioned
processing was RMB 11.43 million, a decrease of 30.64% compared to the beginning of the period, mainly
due to the impact of declining sales performance. The end-of-period balance for goods dispatched was RMB
0.32 million, a decrease of 73.65% compared to the beginning of the period, mainly due to a reduction in
inventory awaiting delivery to customers. The end-of-period balance for operating supplies was RMB 2.71

million, a decrease of 47.66% compared to the beginning of the period.
Inventory Breakdown as of the End of Reporting Period

Unit: RMB0’000

December 31, 2023 December 31, 2022

ltem YoY change

Amount % Amount %
Raw materials 12,650.75 23.55% 13,467.14 19.91% -6.06%
Work in process 401.57 0.75% 282.43 0.42% 42.18%
Finished goods 39,219.00 73.01% 51,604.41 76.29% -24.00%
Outsourced
processing 1,143.18 2.13% 1,648.25 2.44% -30.64%
materials
Shipping goods 31.86 0.06% 120.93 0.18% -73.65%
Turnover 271.32 0.51% 518.34 0.77% -47.66%
materials
Total 53,717.68 100.00% 67,641.50 100.00% -20.58%

Note: The above figures are rounded to two decimal places. Some of the figures are slightly different in the e

ndings due to rounding and are not calculation errors.

I11. Analysis of Core Competitiveness

With original aspiration of expression of true love, DRCO has built up the long-term competitiveness on the
strategic positioning of integrating brand, channels and products. The "DR" brand represents the concept of
"the sole true love in one life" and purchase intention for eternal lover, infusing unique emotional associations
and value proposition into engagement rings and hence enjoying special brand advantage in the industry. In

the era of new retailing, DRCO seizes the opportunity of consumption and technology upgrading to create a
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modern, efficient and consumer-oriented DTC (direct-to-consumer) operation model through mobile Internet.
We also fully leverage various new media such as social platforms, video media, e- commerce platforms and
search engines to convey brand connotations to consumers. In addition, the Company places a strong
emphasis on product design, craftsmanship, and quality. We collaborate with renowned jewelry designers
from both domestic and international markets through our Paris Design Center to create true love jewelry

pieces for customers from a global perspective.
(I) Advantage of the emotional connotation of the brand

In 2023, the Company's brand mission was upgraded from "Empowering More Beautiful Love" to "helping
more people express love, making love last forever". In this bustling and restless time seeking for efficiency,
wealth and value, the Company sticks to the values of “the sole true love in one life” highly in line with the
people’ pursuit of enduring, exclusive, and genuine love, which results in unique emotional connotation of
DR brand.DR engagement rings can be exclusively bounded with the couples by uploading their ID
information to blockchain instead of just engraving names. Such diamond rings are kind of testament to the
one and only true love and satisfy consumers’ emotional need for fidelity and lifelong love rather than simple
esthetic preferences for jewelry. In this way, the unique DR engagement rings evoke special emotional

connotation among customers and have differentiation compared to similar products.
(Il) Advantage of being loved by fans

DR brand boasts a host of active fan base, including over 30 million followers from well-known social
platforms like Weibo, WeChat, Tik Tok, Kuaishou and Xiaohongshu, especially overseas TikTok achieves
more than 580,000 followers. Hence, DR brand is evaluated as "the most recognized jewelry brand among
the youth". DR brand is well positioned for love and lifestyle in vertical segments and attaches importance to
the consumer’s experience in true love. We devote to diversifying and improving the experience and
ceremonial sense in consumption. A great number of fans and consumers spontaneously spread our brand
philosophy by posting their love stories and highlight moments through Weibo, WeChat Moments and short

videos, becoming our brand spokespersons and resulting in a viral effect on DR brand promotion.
(1ll) Operational Advantage of Omnichannel DTC

The Company is an omni-channel DTC model combining offline stores with online operation. As to the offline
sales, DRCO adheres to proprietary operation to ensure consistently excellent consumer experience. During
the reporting period, the Company actively adjusted and optimized the channel strategy in accordance with
the changes in business circles, matching with customer bases and brand positioning. On the other hand,
DRCO seizes the opportunity of consumption and technology upgrading in the new retail era to establish
online modern and efficient brand operation model through mobile Internet. By integrating social platforms,
video media, E-platforms and search engines, we constantly push brand promotion and online business to
publicize brand proposition. In addition, DRCO True Love ecosystem has been established through DTC
model, composing of core and mass customers, suppliers and partners. It's aimed to demonstrate ideal
journey of true love and lay solid foundation for offering products and services in a long run to the core

customers.

(IV) Advantage of light customization and light asset
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The customized marketing is adopted by DRCO, enabling our customers to select favored jewelry and
define 4Cs of diamond quality (e.g. cut, color, clarity, and carat), ring setting material, finger size,
personalized engraving, etc. this customized marketing can not only meet the couples’ psychological need
for sole love, but also facilitate us to control inventory level, keep lower costs and sound cash flow, and
finally improve business operating efficiency. As jewelry products are more sensitive to fashion trend, the

customized marketing allows DRCO to rapidly respond to market changes and keep up with new fashion.
(V) Advantage in product design and innovation

With the spirit of innovation and craftmanship, DRCO is committed to creating high-quality products that
highlights romance, maximalism and longevity, and delivering multi-dimensional offerings that merge and
expand with emotional, fashion and brand elements. In DR Paris Design Center, a lot of worldwide famous
jewelry masters work together at precious true-love jewels with their global perspective, exceptional design
inspiration and skillful technique. Additionally, we continuous to evolve product quality and processing by
constantly developing and optimizing our patented products. DRCO has won a host of prestigious design
awards at home and abroad, and currently possesses more than 200 national patents, far ahead of the

industry average.

IV. Analysis of Main Business
1. Overview
(I) Overview of operating performance in the reporting period

In 2023, the Company's net profit attributable to shareholders of the listed company was RMB 68.96 million,
a decrease of 90.54% over the same period of the previous year, which was mainly because: 1) affected by
the market situation and consumer demand, the Company's operating income dropped by 40.78% to RMB
2,180.28 million over the same period of the previous year; and 2) the Company proactively adjusted its
channel strategy and closed 184 stores during the reporting period. According to the principle of prudence,
the Company made an asset impairment loss of RMB 92.46 million for stores showing signs of impairment
based on the results of impairment calculation, which represented an increase of 282.34% over the same
period of the previous year; meanwhile, due to the early closure of stores, the loss of lease deposit that could
not be recovered amounted to RMB 16.31 million, representing an increase of 3,956.16% over the same
period of the previous year; (3) The investment income and gain/loss on changes in fair value from
investment in wealth management products during the reporting period was RMB 232.61 million,
representing an increase of 81.31% over the same period of the previous year; 4) the foregoing matters
combined resulted in a decrease in the total profits as compared with the same period of the previous year,
and the Company accrued corporate income tax expense of RMB 43.87 million, a decrease of 71.90% as

compared with the same period of the previous year.
During the reporting period, the Company's net profits after non-recurring gains and losses was RMB -

120.48 million, a decrease of 119.65% compared with the same period of the previous year. The impact of

non-recurring gains and losses on the Company's net profits was RMB 189.44 million, which was mainly the
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gains and losses on changes in the fair value of trading financial assets and the investment income from

wealth management products.
(II) Overview of business operation management during the reporting period
(1) Constantly build brand power with original aspiration

(DThe True Love Public Welfare Initiative continues its influence, triggering nearly 400 million engagements

worldwide and setting an example of true love.

In early 2023, the company launched a public welfare initiative with a theme of "Search for 100 Diamond
Wedding Couples Around the World". By the end of the year, we visited and presented the stories of 100
diamond wedding couples in 26 cities, and invited many media and the public to participate in this true love
journey. It triggered nearly 400 million interactions worldwide. We deeply believe that everyone deserves a
unique and lifelong love. Leveraging the genuine stories of love enduring through the years, we use our
brand's influence to continue advocating for the positive energy of love. Through the delayed ceremonial
sense from DR diamond rings, we helped these elderly couples realize their romance dream that was
impossible in the previous time. Through our efforts, they were able to rediscover romance in their later
years, feeling care and respect from the community. It not only highlights the sense of social responsibility of
DR as a famous brand, but also consolidates the Company's social image as a "global leader of true love
culture". Through this public welfare initiative, the concept of "the sole true love in one life" advocated by the
Company has also been highly recognized in the society, and empowers the young generation with the
courage and strength to pursue true love in the impatient era. We will continue to work hard to use our
products and services to convey the concept of true love, so that more people can feel the beauty and power

of love.
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@ True Love Academy joined hands with Fanshu to advocate the true love proposition

During the reporting period, the Company, by virtue of its leading position in the industry and deep
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accumulation of brand resources, founded the True Love Academy, aiming at exploring and researching the
essence of true love. Focusing on the current situation of marriage and dating and paying attention to social
topics such as the difficulty of young people to fall in love, the Company, together with the well-known
reading brand Fanshu (formerly Fan Deng Reading Club), held an offline intimate relationship sharing
session entitled "Love is an Ability" for our fans in the hope of exploring love and marriage with a more
professional and scientific attitude and easing the modern people's anxieties and uneasiness about their
relationships. The sharing session invited Liang Yongan, a professor from Fudan University, to interact with
Christopher Meng, the author of Intimacy, on the spot, aiming to help address young people's love confusion
based on their actual needs so as to provide them with some practical help through more in-depth interactive
exchanges offline. At the same time, DRCO also joined forces with Fanshu to introduce a list about books on
the intimate relationships, sharing the content of Mr. Fan Deng's personal reading about the books for free
for a limited period of time to more groups who are troubled by intimate relationships, in the hope that every
pair of love couples that should have come to the end of time will not regret due to the scarcity, and will reap
the wisdom and courage to love one person with their whole life through continuous learning of the ability to
love and to be loved.

“‘Wﬁ # 1
h 'wm

® On the Qixi Festival (Chinese Valentine's Day), DRCO provided emergency roses domestically and

internationally, serving as a cultural ambassador by promoting traditional Chinese culture worldwide.

During the Qixi Festival in 2023, the Company prepared "Emergency Roses" in various locations such as the
Eiffel Tower, the Louvre, and along the Seine River in Paris, France, aiming to encouraging young couples to
express their love to each other bravely on the Qixi Day. Using emergency roses as a medium and
promoting Qixi Festival culture, the DRCO brought the French people in an immersive experience of the
Chinese Valentine's Day, conveying the brand concept of "true love knows no boundaries." This event
showcased the Company's brand as a bridge for the spirit of true love, shouldering the responsibility of a
major national brand. The effort aimed to promote the Chinese traditional cultural festivals, facilitate the

globalization of Chinese culture, and bring the brand into the international spotlight.
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@ Constructing a cliff auditorium with the art of red thread, creating traditional Chinese aesthetics, and

conveying the faith of true love with craftsmanship

During the reporting period, the Company inherited and promoted Chinese culture under the theme of "Red
Thread". On the Qixi Festival, the Company utilized the red thread as a medium closely associated with its
brand to create the DR cliff auditorium in Dali, blending traditional Chinese and Western love symbols. The
concept of the red thread consistently embodies the belief of "the sole true love in one life", continuously
spreading the brand's true love concept. Through the high-profile offline check-in activities, the Company
expanded its user base, demonstrating the brand's philosophy of "the sole true love in one life". This strategy
enhanced user engagement and experience, reaching the users on a deeper level and increasing brand
favorability. The DR cliff auditorium promoted the brand by combining online and offline activities, providing
users with a tangible and virtual experience. The related topics were played for more than 27 million times,
completing the transition of the brand from spiritual building to physical architecture. This initiative not only
became one of the brand's tangible assets but also established a new and powerful symbol in the brand's

memory.
| i ————
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® Cultivate the mission of the brand, develop insights into the new media trends, and innovate the mode of

short videos

In 2023, the Company's new media base shifted from accounts to platforms to rise to the challenge of larger
market traffic capacity.Our traffic covers all mainstream platforms such as Douyin, Kuaishou, Xiaohongshu,
and WeChat Video Account. On the WeChat Video Account, DRCo produced several videos with 100,000+
likes, exposing our brand for more than 1.1 billion times. Our brand enjoys strong loyalty and stickiness. In

addition, our live sales on the Douyin platform hit a new high, with a YoY growth of over 300% in 2023.

(2) Focus on improving the operation quality of stores, and optimizing and upgrading channels

During the reporting period, based on the upgrading of the overall brand strategy, the Company took the
initiative to adjust its channel strategy to enhance our brand image and service experience. Focusing on
improving the operation quality and profitability of stores, the Company optimized and upgraded the existing
channels. After conducting an all-round inventory of all stores, the Company took the initiative to close,
relocate and replace some stores with low potential or inconsistent with the brand image to further improve
the channel network and optimize the channel upgrading, and made every effort to consolidate resources to
enter high-potential business circles and create urban benchmark flagship stores, such as Xi'an SKP store
and Changsha IFS store. To enhance brand momentum, attract online and offline traffic, and increase the
influence of individual stores while providing customers with an improved service experience and a better
ambiance, the company began implementing a plan in the second half of 2023 to optimize and upgrade
existing store spaces with a new image. The program focused on the culture of true love and the sense of
brand ceremony, and used the store space as an important touch point for brand content, interactive
ceremony and customer experience, creating an immersive space for trying on and experiencing true love by
creating a relaxed, comfortable and enjoyable light French romantic design style. At the same time, the
company and other brands jointly held online and offline activities to attract users to offline stores: online

activities helped promote private community activities, while offline activities generated traffic and attracted

users to online channels.
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(3) Innovate and upgrade product craftsmanship to create tokens of love with using utmost artisanal skills

Placing high importance on user needs, the Company collaborates with renowned international jewelry
designers to develop jewelry products and consistently drives innovation and improvement in product
craftsmanship. By enriching and enhancing product structures continuously, DRCO meticulously crafts each
piece of true love work with a unique aesthetic approach and stringent craftsmanship standards. In terms of
material innovation, the Company invented the double-layer electroplating process for 18K white gold. This
technique ensures that the plating layer is firmly fixed to the 18K base material, which reduces the wear of
the plating layer and guarantees the durability and color retention of the product. The 18K white gold double-
layer electroplating process has been certified by national authoritative testing agencies, and its authenticity,
wear resistance, and resistance to acid and alkali corrosion meet internationally recognized standards.
During the reporting period, the Company collaborated with master artisans from the Florence workshop in
Italy to develop the DR HEART "ltalian Masterpiece Engagement Ring" series called "Ti Amo". The
craftsmen of the lItalian workshop, who have inherited 60 years of excellence in jewelry craftsmanship, used
a woven gold carving technique to present the ancient art of gold jewelry and carving in an artistic manner,
creating engagement rings with a style reminiscent of the Renaissance period; in 2023, the unique D Series
pieces with distinctive DR brand characteristics were developed and launched. The entire series is crafted
with high quality diamonds and has received numerous awards at home and abroad, including the French

Design Award, the MUSE Gold Award, and the Bronze Prize of International Design Awards.

DR Bridal Gold inherits the essence of the traditional Chinese wedding culture, and integrates the design
concepts and advanced technology of fashional jewelry into high-quality gold jewelry, with each piece
containing the auspicious symbols of traditional culture. During the reporting period, the Company
cooperated with Cheng Shumei, a master craftsman of intangible cultural heritage, who supervised the
creation of the timeless masterpiece - gold series featuring the filigree inlay production skill, a technique of

intangible cultural heritage. This new offering demonstrates the original spirit of the Company's brand.

DR HEARTZ%I Ti Amo sRISERL

(4) Strengthen information security, empower business development with Al, build smart stores

During the reporting period, the Company actively participated in industry security operation training
sessions and seminars, and continued to strengthen internal information security construction, and

safeguarded the Company's information security and user privacy in all aspects by carrying out training on
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information security system and security awareness, formulating coding security specifications, and holding
network attack and defense drills. In accordance with the Measures for the Administration of Multi-Level
Information Security Protection, the Company conducted an annual assessment of the protection of
classified information, and the relevant application systems successfully passed the Level 3 protection
assessment. Following the trend of digital innovation technology, the Company combined the generative
capability of large models with offline retail scenarios to provide digital support for service processes of
stores thereby enhancing the expertise, memory and communication capability of the staff at stores and
enabling smart stores; based on the demand for business improvement and efficiency enhancement, the
Company used Al to empower a number of business links such as the multilingual Al customer service tool

for overseas business.
(5) Promote organizational transformation and build talent echelon

DRCO'’s talent echelon strategy provides solid support for its "sustainable" and "high-quality” development.
The Company continually enhances its talent assessment system, utilizing a multi-dimensional competency
model for talent evaluation and establishing innovative criteria for talent selection and employment.
Mechanisms have been put in place to attract, develop, and retain a diverse and dedicated workforce.
During the reporting period, in alignment with business growth, the Company continuously optimized its
organizational structure and personnel composition, clearly defining departmental responsibilities,
establishing management incentive mechanisms, reducing human resource management costs, and
enhancing overall organizational efficiency. In line with the Company’s future strategic planning, new
business departments were rapidly established and put into operation, which provided a large talent pool for
the new directions in 2024 thereby driving the Company’s robust business development. for the new

direction in 2024 to ensure swift progress in business development.
2. Revenue and cost
(1) Composition of revenue

Overall revenue

Unit: RMB
2023 2022
9 0
Amount As % Ofl A ount As %  of| YoY change
revenue revenue
Total revenue | 2 180,277,744.00 100%| 3,681,574,412.68 100% 40.78%
By industry
Jewelry 2,173,757,035.39 99.70% | 3,650,181,354.03 99.15% -40.45%
Other
businesses 6,520,708.61 0.30%|  31,393,058.65 0.85% -79.23%
By product
Engagement . ) 0
diamond rings | 1.699,139,354.11 77.93% | 2,902,464,272.49 78.84% -41.46%
Wedding . 0 :
diamond rings | 449,380,892.69 20.61% | 713,611,440.73 19.38% -37.03%
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Other

2CCESSOres 25,236,788.59 1.16% 34,105,640.81 0.93% -26.00%
Other

businesses 6,520,708.61 0.30% 31,393,058.65 0.85% -79.23%
East China 744,028,070.54 34.13% | 1,330,407,724.72 36.14% -44.08%
North China 322,536,502.42 14.79%| 494,723,176.92 13.44% -34.80%
South China 301,661,875.55 13.84% | 569,475,102.89 15.47% -47.03%
Southwest

China 255,457,360.25 11.72%| 403,596,567.80 10.96% -36.70%
Central China | 204,328,898.81 9.37% 385,624,889.68 10.47% -47.01%
Northwest

China 175,768,057.06 8.06% | 254,084,920.53 6.90% -30.82%
Northeast

China 164,396,516.08 7.54%| 236,390,244.31 6.42% -30.46%
Hong Kong,

Macao  and 6,212,560.22 0.28% 5,045,201.05 0.14% 23.14%
Taiwan

Overseas 5,887,903.07 0.27% 2,226,584.78 0.06% 164.44%
Online  Self-

Operated 227,088,072.66 10.42% | 394,593,297.77 10.72% -42.45%
Offline Direct-

operated 1,769,414,000.22 81.16% | 2,980,373,391.95 80.95% -40.63%
Offline Joint-

Operated 177,254,962.51 8.13%| 275,214,664.31 7.48% -35.59%
Other

businesses 6,520,708.61 0.30% 31,393,058.65 0.85% -79.23%

(2) Industries, products, regions, and sales models that account for more than 10% of DRCO's

revenue or operating profit

1 Applicable o Not applicable

Unit: RMB
YoY
Operating Gross YoY change v change change of
Revenue ; of operating
costs margin of revenue | 4 gross
margin
By industry
Jewelry 2,173,757,035.39 | 675,742,928.54 68.91% -40.45% -37.59% -1.43%
By product
Engagement
dia?ngnd rings | 1:699,139,354.11| 506,538,634.64| ~ 70.19% -41.46% -38.14% -1.60%
Weddin
diamong rings = 449,380,802.69| 158,007,633.73|  64.84% -37.03% -36.88% -0.08%
By region
East China 744,028,070.54 | 232,330,826.88 68.77% -44.08% -43.30% -0.43%
North China 322,536,502.42 | 100,505,394.43 68.84% -34.80% -33.90% -0.42%
South China 301,661,875.55| 97,471,182.41 67.69% -47.03% -40.58% -3.51%
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gﬁ?ggwest 055.457.360.25 76.828.781.06|  69.93% -36.70% -35.86% -0.39%

By sales model

Online  Self-
Operated 227,088,072.66 75,894,918.38  ©66.58% -42.45% -40.93% -0.86%

Offline Direct-
Operated 1,769,414,000.22 | 543,205,041.64 69.30% -40.63% -37.36% -1.60%

In the event that the statistical caliber of DRCO's main business data is adjusted during the reporting period,
DRCO's main business data for the most recent year has been adjusted according to the caliber at the end

of the reporting period
o Applicable M Not applicable

(3) Whether DRCO's sales revenue from physical goods is more than that from services

MYes o No

Industry Feayri Unit 2023 2022 YoY change

classification
Sales Pieces 360,990 517,656 -30.26%
Production

Jewelry
Inventory Pieces 225,982 284,930 -20.69%
Procurement Pieces 302,042 616,308 -50.99%
volume

Explanation of the reasons for the YoY change of over 30% in relevant data
M Applicable o Not applicable

Note 1: The above statistics do not include product accessories (e.g., earring nuts, chain tail tags), and sales

statistics include after-sales and molten gold services.

Note 2: The procurement volume during the reporting period dropped 50.99% year on year due to the

declining demands for inventories as a result of the decrease in sales.

(4) Performance of material sales contracts and purchase contracts signed by DRCO as of the

reporting period
o Applicable M Not applicable
(5) Composition of operating cost

Industry and product classification

Unit: RMB
2023 2022
Industry | As % of As % of YoY
o tem . .
classification Amount operating | Amount operating change
cost cost
Jewelry Operating cost | 675,742,928.54 99.44% | 1,082,800,171.20 97.35%| -37.59%
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Sth."'r Operating cost 3,810,329.34 0.56% 29,472,295.09 2.65% -87.07%
usinesses
Unit: RMB
2023 2022

Industry . YoY

em
classification As % of As % of change

Amount operating | Amount operating
cost cost

Engagement o .
diamond p?ratlng 506,538,634.64 74.54% | 818,862,367.00 73.62% | -38.14%
ring cos
Wedding .
diamond Operating | 158,007,633.73 23.25% | 250,339,820.40 22.51%| -36.88%
ring cost
Other | Operating 11,196,660.17 1.65%  13,597,983.80 1.22%| -17.66%
accessories |cost
Other Operating 3,810,329.34 0.56%|  29,472,295.09 2.65%| -87.07%
businesses | cost
Note:

The total operating cost in the reporting period was RMB 680 million, a decrease of 38.9% compared with

the same period last year, mainly due to the decrease of 40.78% in DRCO's revenue in the reporting period.

(6) Whether there was a change in the scope of consolidation during the reporting period

MYes o No

During the reporting period, the Company established 10 new subsidiaries/sub-subsidiaries and dissolved 8

subsidiaries. Details are as follows:

Date of |Method for changing
Company name establishment/ the consolidation [ Shareholding ratio
Deregistration scope
He'er Culture (Hainan) Co., Ltd. 2023/05/29 New in 2023 100%
Shenzhen DR Jewelry Sales 2023/07/21 New in 2023 100%
Forever True Love Wedding Planning
2023/07/21 New in 2023 100%
(Shenzhen)
Ha Love Phycology Research Center
PPy yeolody 2023/10/19 New in 2023 100%
(Shenzhen)
Forever True Love Wedding Planning ]
2023/11/06 New in 2023 100%
(Sanya)
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DR LUXURY (SINGAPORE) PTE. LTD. 2023/6/9 New in 2023 100%
DR Luxury Netherlands Holding B.V. 2023/6/19 New in 2023 100%
LOVEMONT (MALAYSIA) SDN.BHD. 2023/6/20 New in 2023 100%
DR LUXURY USA INC 2023/6/24 New in 2023 100%
LOVEMONT HONG KONG LIMITED 2023/7/27 New in 2023 100%
Shanggqiu DR Jewelry 2023/10/13 Deregistered in 2023 100%
Wuhan DR Jewelry 2023/10/26 Deregistered in 2023 100%
Nanchang DR Jewelry 2023/10/17 Deregistered in 2023 100%
Handan DR Jewelry 2023/10/8 Deregistered in 2023 100%
Guangzhou DR Jewelry 2023/10/23 Deregistered in 2023 100%
Langfang DR Jewelry 2023/10/19 Deregistered in 2023 100%
Foshan DR Jewelry 2023/12/27 Deregistered in 2023 100%
Urumgqi DR Jewelry 2023/12/25 Deregistered in 2023 100%

(7) Significant changes or adjustments in DRCO's business, products or services during the

reporting period
o Applicable ¥ Not applicable
(8) Key sales customers and suppliers

Maijor sales customers of DRCO

Total sales amount of the top five customers 2,730,498.69
(RMB)
Sales to top five customers as % of total annual 0.12%
sales
Related-party sales in the sales to top five 0.00%

customers as % of total annual sales

Information about Top 5 Customers

No. Customer name

Sales (RMB)

sales

As % of total annual

1 Xue*

684,299.84

0.03%
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All Gamers
2 (Chengdu) Network 566,037.74 0.03%
Technology Co Ltd
3 Zhang* 542,725.65 0.02%
4 Ma* 497,200.03 0.02%
5 Fu* 440,235.43 0.02%
Total - 2,730,498.69' 0.12%?

Note: 1. The sales figures in the table are all exclusive of tax.

Note: 2. The numbers in the table are rounded to two decimal places. Due to rounding, there may be slight
differences in the final digits, which are not calculation errors.Other notes about key customers.

Note: 3. This client is one of the clients of wedding planning.

o Applicable ¥ Not applicable

Key suppliers of DRCO

Total purchase amount of top five suppliers 265,471,439.41
(RMB)
Total purchases from top five suppliers as % of 51.30%

total annual purchase amount

Related-party purchases in the purchases from
top five suppliers as % of total annual 0.00%
purchases

Information about Top 5 Suppliers

No Supplier name Purchase amount|As % of total annual
' pp (RMB) purchase

1 Supplier 1 131,149,993.84 25.34%

2 Supplier 2 44,231,873.55 8.55%
China Minsheng

3 Banking Corp., Ltd. 30,579,877.69 5.91%
Shenzhen Branch

4 Supplier 4 29.846,398.46 5.77%

5 Supplier 5 29,663,295.87 5.73%

Total - 265,471,439.41! 51.30%

Note 1: The purchase amount is the tax-exclusive amount.
Other notes about key suppliers

o Applicable M Not applicable

3. Expenses

Unit: RMB
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2023

2022

YoY change

Explanation of significant
changes

Selling expenses

1,228,761,165.59

1,422,037,537.50

-13.59%

This was mainly due to the
decrease in both the rent
(commission rent),
measured the
unrecognized lease
liability, and platform
service fees as a result of
the decrease in revenues,
as well as the decrease in
advertising expenses.

as

Administrative
expenses

151,996,111.88

164,205,877.87

-7.44%

This was mainly due to the
decrease in non-deductible
input tax on intra-group
transactions during the
reporting period.

Financial
expenses

25,770,104.86

21,536,754.47

19.66%

This was mainly due to the
decrease in interest
income from demand
deposits during the
reporting period as the
fund-raising projects were
put into use and the
Company purchased fixed-
term financial products.

R&D expenditure

21,715,215.75

17,944,132.37

21.02%

This was mainly due to
increasing R&D

expenditure during the

reporting period.

4. R&D expenditure

M Applicable o Not applicable

Name of key R&D
project

Project purpose

Project progress

Intended goals

Implications on
DRCO's future
development

DR Engagement Pr
oject

While DR's main bu
siness continues to
grow, we are expan
ding our Wedding+
new business, buildi
ng the Wedding+ pl
atform to support bu
siness diversificatio
n, making internal ¢
ollaboration transpa
rent and efficient, an
d empowering merc
hants to digitally ma
nage their business
so as to build a stro
ng connection.

Under R&D

Cover scenarios suc
h as engagement/w
edding planning and
wedding photograp
hy. Conduct refined
management of all a
spects relating to m
erchant entry, soluti
on uploading and do
wnloading, sales, de
livery, merchant sett
lement, etc., which
helps the enterprise
standardize new bu
siness and improve
work efficiency.

The expansion of th
e DR Wedding+ will
help improve user s
ervice, expand the u
ser base, and increa
se sales revenue.

SAP Diamond Zhiza
o System R&D Proj
ect

With the developme
nt of the Company's
business, in order t
o enhance the Com
pany's competitiven

Under R&D

Building the Diamon
d Zhizao account an
d developing related
business processes
based on business

The SAP Diamond
Zhizao System will
enable the manage
ment and optimizati
on of the whole busi
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ess, expand busine
ss lines and improv
e efficiency, DRCO
started to build a co
mplete set of busine
ss lines covering the
whole process from
rough procurement
to diamond processi
ng, aiming to shorte
n the procurement ¢
ycle and reduce cos
ts.

scenarios will enabl
e online systematic
management over d
ata and processes

ness chain from rou
gh procurement to r
ough diamond proc
essing, thus shorten
ing the diamond pro
curement cycle, red
ucing business cost
s and injecting new
vitality into the Com
pany's future develo
pment.

Shop Assistant Wor

The goal is to create
an integrated touch
point platform that ¢
onnects headquarte
rs, shop assistants,
and users, enabling
timely responses an

Use the platform to
push potential custo
mers and contact ta
ctics to shop assista
nts who will then ca
n directly reach user
s to create more bu

The operation staff
at headquarters will
be able to accuratel
y identify potential ¢
ustomers and timely
inform shop assista
nts who will directly
contact potential cu
stomers to win busi

kstation Proiect d feedback to user n | Under R&D siness opportunitie ness opportunities
) eeds. Through this s. Meanwhile, the fe SS Opp o
. . This will greatly impr
platform, operationa edbacks will be sent ove the sales efficie
| staff at headquarte to the backend offic
) . ncy and customer s
rs can instantly pus e for data collection ; : .
. . atisfaction, thus layi
h potential customer that will help develo : ;
. . .| ng a solid foundatio
s and contact tactics p operation strategi )
X n for the Company’s
to shop assistants. es.
future developmen
t.
The ticket managem
ent system will enab
Departments collab This project is desig |le the systematic m
orate frequently bot ned to build a flexibl|anagement of the ¢
h internally and exte e and configurable ti |ollaboration proces
rnally, but collaborat cket management s |s, so as to strengthe
ion lacks systematiz ystem according to t| n the teamwork with
ation, resulting in in he Company's vario | in the enterprise an
creased communica us business scenari|d improve the work
Ticket management tion costs. In order t 0s, including collabo | efficiency. Meanwhil
9 o enhance efficienc | Under R&D rative forms, proces | e, the system will co
system o
y, itis planned to es s models, approval |llect and analyze th
tablish a ticket man nodes, data permiss | e ticket data for man
agement system to r ions and other functi| agers to make accur
ealize real-time trac ons, so as to suppor |ate and comprehen
king and comprehen t the Company's div | sive business decisi
sive closed-loop ma ersified and rapidly |ons thus supporting
nagement of the coll changing business |the Company's com
aboration process. development needs. | petitiveness and sus
tainable developme
nt.
This project aims to The new system will | The project will build
build an overseas b be flexible and high | a flexible and efficie
Overseas Official W usiness system to a ly customizable to m | nt official website sy
ddress the current b | Under R&D eet dynamically cha | stem to enhance the

ebsite Project

usiness challenges
and lay a solid foun
dation for future dev

nging business nee
ds. System function
s will include the dis

operational efficien
cy and competitiven
ess of the Company
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elopment. By impro
ving the operational
efficiency and comp
etitiveness of the ov
erseas business, th
e Company will be a
ble to cover more m
arkets and improve
customer services.

play of official websi
te content, real-time
uploading and unlo
ading of products, a
nd the smooth oper
ation of the entire cu
stomer shopping pr
ocess. At the same t
ime, the system will
be scalable enough
to adapt to future bu
siness development
needs.

's overseas busines
s. It will provide stro
ng support for future
business expansion
and lay a solid tech
nical foundation for f
uture innovation and
business growth. At
the same time, it wil
| provide broader op
portunities for the C
ompany to expand o
verseas markets an
d realize the strategi
c goal of long-term s
ustainable develop
ment.

Influencer manage
ment system

Given the Company'
s continuous busine
ss growth and overs
eas market expansi
on, this project is to
promote DR product
s by cooperating wit
h influencers and to
comprehensively ev
aluate their perform
ance.

Under R&D

In order to support t
he expansion of the
Company's oversea
s business, this proj
ect will establish a s
ophisticated influenc
er management syst
em, including the m
anagement of privat
e domain influencer
pools, the managem
ent of influencer coo
peration information
and the real-time m
onitoring of influenc
ers' performance da
ta.

With the influencer

management syste
m, the Company will
be able to centraliz
e the management

of private domain inf
luencer resources a
nd achieve compreh
ensive control over t
he influencer cooper
ation process. The s
ystem will record th
e information of influ
encer cooperation a
nd collect the perfor
mance data of influe
ncers on a regular b
asis, establish the p
erformance data da
shboard and realize

the real-time monito
ring of influencers' i
nputs and outputs.

This will provide acc
urate data support f
or managers and m
arketers to make bu
siness decisions, an
d facilitate the Com
pany's future busine
ss development and
brand promotion.

Data Platform Proje
ct

The data volume ha
s increased with the
Company's busines
s growth. In order to
support the busines
s operation, meet th
e data needs of vari
ous departments, a
nd improve the deci
sion-making efficien

Under R&D

Build a highly availa
ble and scalable dat
a storage system to
ensure data security
and stability; build a
n efficient data proc
essing and analysis
system to support re
al-time data process
ing and batch data p

An efficient, shared,
secure and easy-to
-use data platform w
ill support the operat
ional decision-makin
g, business innovati
on and economic be
nefit management.
The platform will rea
lize centralized stor
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cy, the Company es
tablished a unified d
ata platform to provi
de reliable data sup
port.

rocessing; provide ri
ch data visualization
and report generati
on functions to meet
users' diversified d
ata presentation ne
eds.

age, processing and
analysis of data, im
prove the efficiency
of data utilization, pr
omote the Company
's digital transformat
ion of and enhance t
he Company's com
petitiveness. This wi
Il lay a solid foundati
on and provide sust
ainable growth mom
entum for the Comp
any's future develop
ment.

Middle-end Platform
for Appointment

This project is to intr
oduce new member
ship card categories
to encourage custo
mer retention and pr
ovide users with a ri
ch points redemptio
n experience in the |
oyalty rewards stor
e.

Under R&D

Setting up backend
marketing campaign
configurations and
monitoring user dat
a feedback help enh
ance user experienc
e. Existing customer
s can invite new cus
tomers to redeem v
ouchers. If the new
customers successf
ully place an order a
nd redeem the vouc
her, the existing cus
tomers will earn poi
nts that can be used
to redeem gifts in th
e points redemption
store.

By configuring mark
eting campaign act
ivities on the mini-p
rogram, the compa
ny will be able to dr
ive customer acqui
sition and retention
and enrich the use
r experience. This
will help increase u
ser engagement, i
mprove user retent
ion, and ultimately
drive business gro
wth and brand imp
act.

Construction of the
Diamond Jewelry R
&D Design Center

Improve product de
velopment and desi
gn capabilities to ad
dress market compe
tition; make more eff
orts to design classi | ynder R&D
c style products to e
nhance the product
uniqueness; introdu
ce scarce IPs to enh

Increase investment
in R&D and design,
expand its in-house
full-time R&D and d
esign team, and imp
rove

DRCO's independe
nt R&D and design

Satisfy the needs of
end consumers and
enhance DRCO's br
and influence.

ance the brand valu capabilities.

e.
R&D Staff of DRCO

2023 2022 Change

Number of R&D staff 66 47 40.43%
R&D staif as % of fabor 2.06% 1.05% 1.01%
Education background of R&D staff
Bachelor’s degree 48 34 41.18%
Master’s degree 4 4 0.00%
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Junior college and below 14 9 55.56%
Age distribution of R&D staff

<30ys 30 22 36.36%
30-40ys 33 24 37.50%
>40ys 3 1 200.00%

R&D expenditure and Percentage in Revenue in Last Three Years

2023 2022 2021
R&D expenditures
(RMB) 21,715,215.75 17,944,132.37 16,822,042.92
R&D expenditures
as % of revenue 1.00% 0.49% 0.36%
Capitalized R&D
expenditures (RMB) 0.00 0.00 0.00
Percentage of
ez R&D 0.00% 0.00% 0.00%
expenditure
Capitalized R&D
expenditure as % of
net profit in the current 0.00% 0.00% 0.00%
period

Reasons and effect of material changes in the composition of R&D staff

o Applicable ¥ Not applicable

Reasons for the significant YoY change in the proportion of R&D expenditure in revenue
o Applicable ¥ Not applicable

Reasons and rationality for significant change in capitalization ratio of R&D expenditures

o Applicable M Not applicable

5. Cash flow

Unit: RMB
Item 2023 2022 YoY change
Subtotal of cash inflows 2,363,075,825.01 4,047,355,144.09 -41.59%
from operating activities
Subtotal of cash outflows 2,327,010,317.20 3,229,344,031.85 -27.94%
from operating activities
Net cash flows from 36,965.507.81 818,011,112.24 -95.48%
operating activities
Subtotal of cash inflows 8,574,936,260.32 5,412,132,131.53 58.44%
from investing activities
Subtotal of cash outflows 8,121,047,907.58 9,725.178,220.62 -16.49%
from investing activities
Net cash flows from 453,888,352.74 -4,313,046,089.09 110.52%
investing activities
Subtotal of cash inflow 533,333,453.61 536,119,714.66 -0.52%
from financing activities
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Subtotal of cash outflows 1,319,525,263.45 1,266,121,911.18 4.22%
from financing activities

Net cash flows from -786,191,809.84 -730,002,196.52 -7.70%
financing activities

Net increase in cash and -294,661,419.66 -4.219,885,422.83 93.02%
cash equivalents

Explanation of key factors for significant YoY change of relevant data
M Applicable o Not applicable

(1) The decrease in cash inflows from operating activities was mainly due to the decrease in sales revenue

during the reporting period.

(2) The decrease in cash outflows from operating activities was mainly due to the decrease in both the sale

revenue and the purchase volume of DRCO as well as the decline of corresponding taxes.

(3) The increase in cash inflows from investing activities was mainly due to the recovery of the principal
from wealth management products due and the increase in income from wealth management products

during the reporting period.

(4) The increase in cash outflows from investing activities was mainly due to the increase in the principal

paid to wealth management products during the reporting period.

(5) The decrease in the amount of cash inflows from financing activities was mainly due to DRCO's
borrowings for bill discounting during the reporting period and the proceeds raised from the public offering of

shares in the same period of the previous year.

(6) The increase in cash outflows from financing activities was mainly due to the distribution of cash

dividends and the repayment of borrowings for bill discounting during the reporting period.

Explanation of reasons for the significant difference between the net cash flow from operating activities

during the reporting period and the net profit for the current year
M Applicable o Not applicable

1. Depreciation, amortization, and provision for asset impairment for the current year amounted to RMB731.0
8 million . This part of the cost and expenses reduced profits, but no cash outflow was generated;

2. The net income from investment and financing activities is RMB 209.54 million(including financial expense
s and income from wealth management products), which increases profits. However, the cash flow generate
d does not belong to operating activities;

3. The net decrease of operating receivables and payables was RMB 553.54 million (including the net decre
ase of notes and accounts payable by RMB 477.26 million), which increased the cash outflow. The main rea
son is that the outstanding purchase payments and taxes payable at the end of the previous year were paid i
n this period, and with changes in operating conditions, this part of the payment has also significantly decrea

sed at the end of this period.

V. Non-primary Business

M Applicable o Not applicable
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Unit: RMB
As % of total Whether
ATEL profit ROEBAE sustainable
It is mainly the
investment income
Investment 201.459 628.10 178.55% from redeeming the No
income T ' mature wealth
management products
from banks.
Mainly gains on
Gains/losses from changes in fair value of
changes in fair 31,151,566.30 27.61% | financial assets|No
value recognized during the
reporting period.
Mainly include the
provision for inventory
Asset impairment -105,342,656.15 -93.37% |impairment loss and|No
impairment of long-
term assets.
Non-operating . Mainly . include
income 2,881,923.18 2.55% com_pensahons No
received by DRCO.
Non-operating Mainly_ include breach
expenses 7,709,541.48 6.83% penalhes and overdue|No
fines.
Mainly gains on disposal
Gains on disposal of 19 708.867 .36 17.47% of _ long-term assgts No
assets ’ ’ ’ ' during the reporting
period.
1. Immediate
refund of VAT
Mainly immediate refund|levied on diamond
Other incomes 26,746,998.56 23,719 | Of VAT levied on diamond imports:
imports, and government | sustainable. 2.
subsidies. Government
subsidies: not
sustainable.
Mainly the provision for
Loss  on credit unrecgverable lease
impairment -7,519,950.73 -6.66% | deposits due to the ea}rly No
closure of loss-making
stores.
V1. Analysis of Assets and Liabilities
1. Significant changes in the composition of assets
Unit: RMB
2023 2023
As %
As % of of Change in Explanation of
Amount total Amount total proportion | significant changes
assets asset
S
Cash and| 227,854,223.17 3.03% 521,904,818.30 | 5.92% -2.89% |Mainly due to the
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cash fact that the

equivalents Company  bought
more wealth
management
products during the
reporting period.

EEELIE 83,147,399.06|  1.10% 84,478,911.52 | 0.96% 0.14%

receivable

Inventories 526,939,044.37 7.00% 669,886,638.00 | 7.60% -0.60%

Fixed assets 12,617,322.42 0.17% 14,068,805.09 | 0.16% 0.01%

_ Mainly due to the
Right-of-Use | 45 571 65466  278%  590,506,167.36| 6.70% |  -3.92%  declining number of
assets stores during the

reporting period.
Short-term - 500 905 97714 5.18%|  433,993,449.44 4.92% 0.26%
borrowings
CEmiEe. 109,633,363.46|  1.46% 126,705,661.82| 1.44% 0.02%
liabilities
Mainly due to the
fease 67,781,149.67|  0.90% 276,542,164.23| 3.14% |  -2.249 declining number of
liabilities stores during the
reporting period.
Foreign assets account for a relatively high proportion.
o Applicable ¥ Not applicable
2. Assets and liabilities measured at fair value
M Applicable o Not applicable
Unit: RMB
Gains
and Cumulati | Impairme
losses on|ve fair | nt Amount |Amount
Opening .changes. el acc.rued e O.f Other Closing
ltem in fair|change |during purchase |disposal
amount : : ; change s |amount
value for|recognize |the in current |in current
the d in | reporting | period period
current | equity period
period
Financial assets
1. Held-
for-
trading
financial
assets 5,609,891, | 34,920,37 7,350,000, | 8,152,865, 4,841,946,
(excludin 931.68 7.10 000.00 603.71 705.07
g
derivative
financial
assets)
Subtotal |5,609,891,| 34,920,37 7,350,000, | 8,152,865, 4,841,946,
of 931.68 7.10 000.00 603.71 705.07
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financial

assets

Total 5.609.801, | 34.920,37 7.350,000, | 8,152,865, 4.841.946,
931.68 710 000.00|  603.71 705.07

Financia | - 66,909.34 | 7,864,600. 6281355

liabilities 0.00 3’768’81806 6.72 00 752

Contents of other changes

Whether there were significant changes in the major measurement attributes of DRCQ's assets during the

reporting period.
o Yes ¥ No
3. Restricted rights to assets as of the end of the reporting period

As at December 31, 2023, the Group utilized restricted cash totaling RMB 890,612.21 (December 31, 2022:

RMB 279,787.68), which was mainly due to preservation of law issue (As at the reporting date, the payment
has been made) or change of account types.

VII. Investment Status Analysis

1. Overall situation

M Applicable o Not applicable

Investment in the reporting|Investment in the same period Chanae
period (RMB) of last year (RMB) 9
8,121,047,907.58 9,725,178,220.62 -16.49%

2. Significant equity investments acquired during the reporting period
o Applicable M Not applicable

3. Significant non-equity investments pending during the reporting period
o Applicable M Not applicable

4. Investment in financial assets

(1) Investment in securities

o Applicable ¥ Not applicable

There were no securities investments during the reporting period.

(2) Investments in derivatives

o Applicable M Not applicable

There were no derivative investments during the reporting period.

5. Use of raised funds

M Applicable o Not applicable
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(1) Overall use of proceeds

V1 Applicable o Not applicable

Unit: RMB0’000

Total
amoun Perce
t of Accum | ntage
ulated | of
Total g;ocee ed accum Use Amou
amoun | Accum whose |@moun ulated |Total |and nt of
t of lulated |. t amoun |amoun | destin |procee
veer g Total rocee lamoun e rocee |t t of lation |ds idle VEET
of d of P ed use P of
f . . | procee |ds t of ds procee |unuse |of for .
undrai | fundrai was fundrai
sin sin ds used |procee chan whose |ds d unuse more | .
9 9 in the|ds ed 9 lintend |whose procee |d than 9
current | used durin ed use|intend |ds procee |two
period the 9 |was ed use ds years
reporti chang |was
ngp ed chang
period e
Invest
in
intende
d
Public | 467,63 | 444,38| 132,37 | 281,95 162,42 | Project
2021 . ’ ’ ’ ’ 0 0| 0.00% ''ls and|0
offering 6.88 0.28 1.85 2.14 8.14 repleni
sh
workin
g
capital
R R Rt

Explanation of the overall use of the proceeds

1. Actual amount and arrival date of proceeds

In accordance with the CSRC's "Approval on Agreeing the Registration of DR Corporation Limited
for Initial Public Offering of Shares (Zheng Jian Xu Ke No. [2021] 3043)" and the SZSE's
approval, DRCO conducted an initial public offering of 40,010,000 ordinary shares (A shares) with
a nominal value of RMB 1.00 and an issue price of RMB 116.88 per share, raising proceeds of
RMB 4,676,368,800. The sponsorship and underwriting fees (excluding VAT) for the IPO were
RMB 217,341,600. On December 10, 2021, the total proceeds of RMB 4,460,725,300 after
deducting the underwriting fees (excluding VAT) of RMB 215,643,500 were remitted by the
underwriter China Securities to DRCO's special account for proceeds.

The total proceeds raised by DRCO via the IPO were RMB 4,676,368,800, and the net proceeds were RMB
4,443,802,800 after deducting sponsorship and underwriting fees (excluding VAT) of RMB 217,341,600,
and other issuance fees (excluding VAT) of RMB 15,224,300 (including: audit and capital verification fees
of RMB 4,471,300, legal counsel fees of RMB 5,422,100, information disclosure fees of RMB 4,018,900,
issuance fees and other fees of RMB 1,312,100). The additional registered capital replenished by the IPO
has been verified by Ernst & Young Hua Ming LLP (Special General Partnership) that issued a "Capital
Verification Report" (Ernst & Young Hua Ming (2021) Yan Zi No. 61403707_HO01).

2. Amount used in the current year and year-end balance

As of December 31, 2023, the accumulated amount of the proceeds used by DRCO was RMB 2,819.52
million, of which RMB 1,209.52million was used to invest in committed items and RMB1,610 million was
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used to permanently supplement the working capital.

As of December 31, 2023, the balance of idle funds (including surplus proceeds) for cash management was
RMB 1725 million.

As of December 31, 2023, the balance of DRCO's special account for the proceeds was RMB 21.96 million
(including interest income and investment income after deducting service charges).

(2) The situation of the project of fund-raising commitment

M Applicable o Not applicable

Unit: RMB0'000
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ent ged of ment | reporti the report | end of
areas of | (inclu | proce (1) ng el @) period ed_ ing the 2 are g
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R&D,
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Center 93 93 47 95 % 31, e No
for 2025
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ent
projects

Investment areas of surplus proceeds

Undeter
mined
use of
surplus
proceed
s

No

Not

applic
able

132,0
215

132,0

215 No

Repleni
shing

working -
capital
(if any)

184,0 | 184,0 | 1150 161,0 | 87.50

Subtotal
of

investm
ents of --
surplus
proceed
s

316,0
21.5

316,0 | 1150 | 161,0
21.5 00 00

Total =

4443 | 4443 | 1323 | 2819 1397 | 1935 N N

80.28 | 80.28 | 71.85 | 52.14 813 4.61

Describe the
circumstances
and reasons why
the planned
progress and
expected
benefits have not
been realized by
project (including
the reason for
"not applicable"
concerning
"whether the
expected
benefits are
realized")

1. Channel network construction project: the project generated cumulative benefits of
RMB 193.55 million by the end of the reporting period of 2023, and benefits of RMB -
139.78 million during the reporting period. The project achieved the estimated benefits by
the end of the reporting period of 2022, but failed to do so by the end of the current
reporting period mainly due to lower-than-expected sales under the influence of the
macro environment and market demands.

2. Information system project: on April 26, 2023, DRCO convened the fifth meeting of the
second session of the Board of Directors and the fifth meeting of the second session of
the Board of Supervisors to review the Proposal on Postponing Certain Proceeds-funded
Projects. Accordingly DRCO was approved to extend the date for the project to reach the
scheduled serviceability status of the proceeds-funded project from December 31, 2023
to December 31, 2024, without changing the implementation entity, the implementation
method, the use of proceeds and the intended investment amount;

Factors as the market environment and the business expansion and stricter requirements
for corporate governance have resulted in higher requirements for the information system
construction. As a result, DRCO needs to conduct adequate surveys and discussions
before implementing the information system construction project, so as to facilitate the
sales growth or the increase of the operational efficiency. In order to better manage the
progress of the project, on April 25, 2024, DRCO convened the ninth meeting of the
second session of the Board of Directors and the ninth meeting of the second session of
the Board of Supervisors to review the Proposal on Postponing Certain Proceeds-funded
Projects. Accordingly, DRCO was approved to extend the completion date of the
proceeds-funded project from December 31, 2024 to December 31, 2026 in order to
more effectively utilize the proceeds.

3. R&D, Creativity and Design Center for Diamond Jewelries: It is Shenzhen Darry
Commercial Management Services that is responsible for constructing the project, which
is designed to take three years. As the market demands have been changing, the
company needs to optimize this non-profit project to better align with the actual
requirements and the corporate development strategy, leading to delayed construction
process. On April 26, 2023, DRCO convened the fifth meeting of the second session of
the Board of Directors and the fifth meeting of the second session of the Board of
Supervisors to review the Proposal on Postponing Certain Proceeds-funded Projects.
Accordingly DRCO was approved to extend the completion date of the proceeds-funded
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project from December 31, 2023 to December 31, 2025, without changing the
implementation entity, the implementation method, the use of proceeds and the intended
investment amount;

Explanation of
significant
changes in
project feasibility

Not applicable.As of June 30, 2023, the "channel network construction project" has been
implemented and reached the intended usable state, the second half of the year due to macro
environmental factors and market demand, resulting in project benefits less than expected.

Amount, use and
progress of use
of surplus
proceeds

Applicable

1. On December 30, 2021, DRCO held the 14th meeting of the first session of the Board
of Directors and the sixth meeting of the first session of the Board of Supervisors; on
January 18, 2022, DRCO held the first Extraordinary General Meeting in 2022, reviewing
and approving the "Proposal on Cash Management for Part of Idle Proceeds and Self-
owned Funds”. The meeting authorized DRCO to use not more than RMB3,500,000,000
of idle proceeds (including surplus proceeds) and not more than RMB4,000,000,000 of
its own funds for cash management for a period of 12 months from the date of review
and approval. Such funds can be used on a revolving basis within the aforesaid amount
and term; on December 29, 2022, DRCO held the 4th meeting of the second session of
the Board of Directors and the 4th meeting of the 2nd session of the Board of
Supervisors, and on January 17, 2023, DRCO held the first Extraordinary General
Meeting in 2023, reviewing and approving the “Proposal on Cash Management for Part
of Idle Proceeds and Self-owned Funds”. The meeting authorized DRCO to use not more
than RMB3,000,000,000 of idle proceeds (including surplus proceeds) and not more than
RMB6,000,000,000 of its own funds for cash management for a period of 12 months from
the date of review and approval. Such funds can be used on a revolving basis within the
aforesaid amount and term; on December 28, 2023, the Company held the 8th meeting
of the 2nd session of the Board of Directors and the 8th Meeting of the 2nd Session of
the Board of Supervisors at the Company’s meeting room; on January 16, 2024, the
Company held the first Extraordinary General Meeting in 2024, reviewing and approving
the “Proposal on Cash Management for Part of Idle Proceeds and Self-owned Funds”.
The meeting authorized DRCO to use not more than RMB1,800,000,000 of idle proceeds
(including surplus proceeds) and not more than RMB6,000,000,000 of its own funds for
cash management for a period of 12 months from the date of review and approval. Such
funds can be used on a revolving basis within the aforesaid amount and term. As of
December 31, 2023, the balance of surplus proceeds for cash management was
RMB1,660,000,000.

2. On April 20, 2022, DRCO held the 15th meeting of the first session of the Board of
Directors and the 7th meeting of the first session of the Board of Supervisors, which
considered and approved the "Proposal on Using Part of the Surplus Proceeds to
Permanently Replenish Working Capital", and agreed that DRCO may use
RMB940,000,000 of surplus proceeds to permanently replenish the working capital,
representing 29.74% of the total surplus proceeds. This proposal was deliberated and
approved at the shareholders' meeting on May 20, 2022; on April 26, 2023, DRCO held
the 5th meeting of the 2nd session of the Board of Directors and the 5th Meeting of the
2nd session of the Board of Supervisors, which considered and approved the "Proposal
on Using Part of the Surplus Proceeds to Permanently Replenish Working Capital", and
agreed that DRCO may use RMB900,000,000 of surplus proceeds to permanently
replenish the working capital, representing 28.48% of the total surplus proceeds; this
proposal was deliberated and approved at the shareholders' meeting on May 26, 2023.
As of December 31, 2023, DRCO had transferred RMB1,610,000,000 from its special
account for the proceeds to permanently supplement the working capital.

Changes in the
implementation
location of

projects funded

Not applicable
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by the proceeds

Adjustment of
the
implementation
method of
projects funded
by the proceeds

Not applicable

Early investment
and replacement
of projects
funded by the

Applicable

On April 20, 2022, DRCO held the 15th meeting of the first session of the Board of
Directors and the 7th meeting of the first session of the Board of Supervisors, which
considered and approved the "Proposal on the Replacement of Self-raised Funds
Invested in Advance and Paid for Issuance Expenses with Proceeds", and agreed that
DRCO may use the proceeds to replace the self-raised funds of RMB370,182,800
invested in advance and funds of RMB5,455,000 paid for issuance expenses, which

totaled RMB 375,637,800. Ernst & Young Hua Ming (Special General Partnership)

proceeds issued the "Capital Verification Report on DR Corporation Limited’s Investments in
Intended Projects with Self-owned Funds (Ernst & Young Hua Ming (2022) Zhuan Zi No.
61403707_HO01). Before May 10, 2022, DRCO successively transferred a total of RMB
366,804,400 from its special account for proceeds for the replacement purpose, including
RMB361,349,400 for the investments in advance and RMB5,455,000 for issuance
expenses.

Use idle

proceeds to

temporarily Not applicable

replenish

working capital

The amount and
reasons for the

Applicable

1.The remaining raised funds for the "Supplementary Working Capital Project" amounted
to RMB553,600, and for the "Channel Network Construction Project” amounted to
RMB16,159,900.

balance of 2.During the implementation of the raised capital projects, the company strictly adhered

proceeds after to the relevant regulations on the use of raised funds and prudently utilized them. While

project ensuring that the implementation of the raised capital investment projects was not

implementation affected and that the raised funds were secure, the company engaged in cash
management of idle raised funds to improve the efficiency of their utilization. This
resulted in certain investment returns and interest income generated during the period of
deposit.
DRCO's unused proceeds are used to purchase approved cash management products

Use and and deposited in a special account. As of December 31, 2023, the balance of proceeds

destination of deposited in the special account was RMB 21,960,000; the balance of the idle proceeds

unused (including surplus proceeds) for cash management was RMB1,725,000,000, consisting

proceeds of RMB1,660,000,000 as the balance of the wealth management products bought by
surplus proceeds and RMB65,000,000 as the balance of the wealth management
products bought by the capital of the committed investment projects.

Problems or

other

circumstances in ;

the use and Not applicable

disclosure of

proceeds

(3) Changes in projects funded by proceeds

o Applicable M Not applicable
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There is no change in the projects funded by proceeds during DRCO’s reporting period.

VIII.

1. Disposal of material assets

o Applicable M Not applicable

Disposal of material assets and equity interests

DRCO did not dispose of any material assets during the reporting period.

2. Disposal of material equity interests

o Applicable ¥ Not applicable

IX. Analysis of major subsidiaries and associates

1 Applicable o Not applicable

Information about major subsidiaries and associates that may influence DRCO’s net profit by 10% or more

Unit: RMB
Company Company Main business Regls.tere Total Net Revenue Operqtln Net profit
name type d capital |assets assets g profit
Shenzhen Information
é?gs g Only All s psidiar L‘Z“}Cﬂé’gy 25,000,00 | 367,675,5| 160,641,6 | 273,680,6 | 149,643.4| 127,173,5
y ’ 0.00 87.42 56.92 80.81 21.55 16.83

Technology overseas sales
Co., Ltd. business

Supply  chain

management,
Shenzhen R&D and
Darry design,
Commercial Subsidiar |customized 10,000,00| 162,053,2| 133,864,8| 186,268,3| 143,309,5| 120,944 ,1
Management |y product 0.00 49.60 50.15 10.63 07.54 13.57
Service Co,, services and
Ltd. related

supporting

services

The acquisition and disposal of subsidiaries during the reporting period

M Applicable o Not applicable

Company name

Method
disposing of subsidiaries during
the reporting period

of

acquiring

and

Impact on overall operation and
performance

He’er Culture (Hainan) Co., Ltd.

Fund the establishment

No significant impact

Shenzhen DR Jewelry Sales

Fund the establishment

No significant impact

Forever True Love Wedding Planning
(Shenzhen)

Fund the establishment

No significant impact

Happy Love Phycology Research
Center (Shenzhen)

Fund the establishment

No significant impact

Forever True Love Wedding Planning
(Sanya)

Fund the establishment

No significant impact

LTD.

DR LUXURY (SINGAPORE) PTE.

Fund the establishment

No significant impact
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DR Luxury Netherlands Holding B.V. |Fund the establishment No significant impact
Iég\,\/lEB'\f_'%NT ¢ MALAYSIA ) Fund the establishment No significant impact
DR LUXURY USA INC Fund the establishment No significant impact
LOVEMONT HONG KONG LIMITED |Fund the establishment No significant impact
Shangqiu DR Jewelry Deregistered No significant impact
Wuhan DR Jewelry Deregistered No significant impact
Nanchang DR Jewelry Deregistered No significant impact
Handan DR Jewelry Deregistered No significant impact
Guangzhou DR Jewelry Deregistered No significant impact
Langfang DR Jewelry Deregistered No significant impact
Foshan DR Jewelry Deregistered No significant impact
Urumgqi DR Jewelry Deregistered No significant impact

Information about major subsidiaries and associates

1. Subsidiary Love Only Al primarily engages in company information technology services and overseas
sales business. During the reporting period, it achieved a net profit of RMB 127.17 million, a decrease of

47.45% compared to the same period last year.

2. Subsidiary Darry Qianhai is primarily engaged in company supply chain management, research and
development design, customized product services, and related supporting services. During the reporting
period, it achieved a net profit of RMB 120.94 million, a decrease of 44.92% compared to the same period

last year.

X. Structured entities under the control of DRCO

o Applicable ¥ Not applicable

XI. Prospect for DRCO’s future development
(1) Development strategy

Always putting great importance on the long-term development, DRCO focuses on the development strategy
of “diamond ring as No.1, multi-brand and multi-category” and proposes the strategic goal of “becoming a
new luxury group with multiple brands”. Centering around the overall development strategy, DRCO will seize
the important opportunities arising from the rapid development of Chinese and even the global jewelry
industries. By improving the image and influence of the brand, refining R&D and design capabilities and
enhancing the influence in international markets, each of the Company’s brands will be able to focus on the
differentiated value and leverage the core competitiveness of the company promotes the coordinated

development of multi-brands.
(1) Business development plan for 2024

The complexity and uncertainty of the market environment, fluctuations in the global economy, changes in
consumer behavior and the evolution of the competitive landscape have all had a profound impact on our
business. Against this backdrop, we've realized that only through continuous innovation, efficiency
improvement and brand value enhancement can we maintain our leading position in the fiercely competitive
marketplace. In 2024, the Company will continue to focus on the core brand DR and adhering to the concept

of "the sole true love in one life", enhance our brand value and market competitiveness, and actively respond

58



2023 Annual Report of DR Corporation Limited

to market changes and challenges through brand building and refined business operation and management.
1. Brand power
(1) Increase brand value

(O Upgrade brand image: Optimize standard store spaces, innovate in the development of display props;
establish a visual material library, unify visual standards, and upgrade the brand's primary colors; optimize
packaging materials and visual materials for activities; upgrade brand symbols and ensure full-channel
coverage; @ Accumulate brand assets: From brand stories to product stories, establish brand background
and brand paradigm, shoot high-energy brand films, and creative short films that range from brand stories to
product stories; 3@ Brand events: actively participate in international exchanges and cooperation, enhance
the brand’s international awareness, create art experience spaces and love experience spaces, organize co-
branding activities for both the brand and products, press releases for brand upgrade and season-specific

love events, and so on.
(2) Optimize brand communication

Explore and guide user needs via the brand concept, look for micro-moments between the brand and users,
diversify the language and content of brand communication, refine the core of the brand communication,
align the contents with the products, strengthen the brand's emotional attributes, arouse the desire for the
brand, enhance the brand momentum and influence, gain popularity both online and offline; create the
extreme brand reputation through projects associated with the brand concept and the social value, improve
the brand communication and the brand impact; set up a special communication team to innovate the
content of the new platforms and the brand's sense of ceremony to form new touchpoints; disseminate warm
and grounded content with positive energy and characteristics of the era to reflect the attitude and warmth of
the brand.

2. Product competitiveness

DRCO always responds to market changes with emotionally appealing products, unique emotional
experiences, and an exclusive service system that matches the stores products, and users. The Company
continuously innovates and develops products that embody brand identity and true love emotion, spreads
the brand's true love concept and empower the brand through high-quality products that bridge the

communication between the brand and users to further enhance the brand image.

In 2024, the Company will continue to increase investment in product design and technology research and
development, explore the combination of jewelry and expression of love. Our R&D will focus on materials,
design, technology and other aspects to promote product innovation, launch new products to meet the
market demands, and create brand identity and classic works for brand communication to meet the needs of
different scenarios, different users and different channels. We will provide consumers with more unique and
high-quality choices, iteratively update the core products of the DR brand, improve product quality, diversify
designs, and set up a special team for gold to design and launch gold-themed wedding suits consisting of
five gold and one diamond products, so as to consolidate the brand's core competitiveness in the wedding

market; we will refine the "Wedding+" platform by including proposal/wedding planning, wedding
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photography, portraits and other supporting services; we will integrate and promote prestigious works, create
a cross-department closed-loop from new product release to retail sales so as to enable the coordinated
management across the whole lifecycle of the products and establish a department-wide process and point-
in-time planning; we will trace diamonds in conjunction with industry partners, and collaborate with
professional organizations including Natural Diamond Council, Platinum Guild International and I1GI to boost

the sustainable development of the diamond industry.
3. Sales channels
(1) Expand channel layout

In 2024, the Company will continue to optimize the channel structure and upgrade the channel hierarchy,
maintaining flexibility and sensitivity to the market at all times, so as to effectively address external threats
and seize the opportunities in leading channels in a timely manner, and further strengthen the brand
potential and enhance the operational efficiency through channel optimization and development. On the one
hand, we will continue to complete the optimization of projects in first- and second-tier cities and the tail end
of business circles, focusing our resources on building the potential of leading stores and enhancing the
overall financial benefits the cities; on the other hand, we will gradually return to the single-store model in
cities below the third-tier level. In terms of newly opened stores, we will focus on the leading commercial
projects in cities where we have not yet entered, and plan to build new brand flagship stores with leading
commercial real estate groups; adhering to the principle of prudent assessment, we will enter into some
important tier-3 and tier-4 cities without our footprints, so as to further improve the channel layout. With the
effective progress of the channel layout adjustment plan and the maturity of the advantageous newly opened

stores, the overall benefits generated by channels will be greatly improved.
(2) Operation of stores

Offline stores are the window of front-end user experience. In 2023, the Company conducted a host of
activities during holidays such as Valentine's Day, 520, Qixi, National Day, Christmas and New Year's Day.
We launched a series of DP checking-in projects in 52 cities nationwide, which enhanced the perception of
the DR brand among customers of related shopping malls through brand-specific displays and guided
passersby to share their experiences. In 2024, we will continue to optimize store operations and
management to enhance the user experience and provide customers with better solutions to express their

love:

(DUpgrade the operation system: Enhance the service quality and customer experience of stores by refining
service processes and strengthening the service skills and professionalism of employees; establish a training
and knowledge-sharing platform to provide training courses, management experience sharing, and best
practice cases to store managers in a digital manner; optimize store layout and displays to enhance product
presentation, utilize visual display tools such as showcases, models, and posters to highlight product
features and brand image, further solidifying the shopping environment guided by Dream Wedding values;
improve inventory management and supply chain distribution capabilities of stores, utilize sales data and
market trend analysis for sales forecasting and demand planning, so as to increase inventory turnover rate

and capital utilization efficiency; strengthen the operation and management capabilities of store managers;
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provide store managers with data analysis tools for them to better understand the sales data, customer
behaviors and market trends. Develop an intelligent user opportunity identification system to better identify
the needs of users for rings, manage and follow the information, shopping records and feedbacks of

customers.

@Classify the operation of stores: Implement hierarchical management based on factors such as store size,
geographic location and customer demand to develop more accurate strategic planning and operational
strategies, and provide support and management resources to different levels of stores; provide tailored

training and support to stores at different levels to improve their operating results and customer satisfaction.

(®User services: Design targeted links and focuses for user experience service based on the characteristics
and service expectations of different users, provide comprehensive product knowledge and personalized
recommendation services, emphasize brand awareness and engagement, and create more opportunities for
users to deepen understanding of works and engage in dialogue. Design and establish a membership
system to offer unique membership benefits; utilize analysis of membership data to implement personalized

promotions and services, enhancing customer satisfaction and shopping experience.
(1) Risks in corporate operation and countermeasures
1. Industry and market volatility risks

As a consumer good with a strong discretionary attribute, diamonds are sensitive to external macroeconomic
conditions and the disposable income of residents. In recent years, intensified competition within the
diamond industry, insufficient demand for diamond jewelry, slow economic recovery and increasing
preference for gold as a safe haven have led to rising demand for gold and adverse effects on the diamond
jewelry industry. The Company's revenues suffered a sharp decline due to our fully self-operated sales
model and main business focusing on diamond jewelry. In the future, if external economic growth slows or
stagnates and the disposable income of the population declines, this could affect consumer behavior and
further constrain market demand for diamonds. In addition, geopolitical crises in recent years have
heightened international trade tensions, which could create uncertainty for overseas diamond sourcing. The
Company has always firmly believed that a long-term perspective is essential for navigating through
economic cycles, and that competition in the industry and fluctuations in the market environment present
both risks and opportunities. In response to the above risks, the Company will respond to market changes,
make strategic adjustments, maintain our core competitive advantages, strengthen brand power, product
competitiveness and sales channels, and improve cost control and operational efficiency; and continue to
pay attention to the situation of the gold market and timely diversify product offerings to actively cope with
the impact brought by the industry cycle and fluctuations in the market environment. At the same time,
DRCO will keep paying attention to the overseas rough diamond markets and timely make structural
procurement adjustments, so as to actively respond to the impacts of fluctuations in the upstream supply

chain.
2. Risk of consigned production

As DRCO adopts the consigned production model, any delay in delivery or substandard quality of the

outsourced products will adversely affect DRCO's inventory management, brand reputation and even
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operating results. Since its establishment, DRCO has always placed great importance on the quality of its
products. In the course of its daily operations, DRCO will continue to exercise strict quality control over the
procurement of raw materials, consignment processing and acceptance into the warehouse, further
strengthen qualification review over new suppliers and other indicators as on-site check and blind testing of
samples, monitor the diamond color an a monthly basis and conduct sample testing of the materials
produced by suppliers, and ensure that the full quality control system is effectively implemented in all

aspects.
3. Risk of declining brand influence

The Company's brand influence has an important influence on the sustainable development of its
performance. In the era of mobile Internet, consumption habits and trends also continue to evolve, and new
brands and new business concepts continue to emerge, as a result of which the Company is still facing the
risk of a decrease in the attractiveness of its brand concept. As the social and network environment
continues to evolve, the risk of public opinion is also increasing. If the Company has internal management
problems in brand publicity, registered trademark protection, terminal store image, product quality, product
intellectual property rights and after-sales service, it will directly lead to a decline in brand influence and may
face negative public opinion reports, which will have a negative impact on the Company's brand reputation,
operating results and ability to sustain operations. The Company's brand reputation, business performance
and sustainability will be negatively impacted. In response, DRCO has taken the following measures: (1)
strengthen brand building, extend the creation and output of high-quality content with valuable connotations
based on the unique brand concept, and enhance and increase the value and the positive influence of the
brand; (2) Increase the investment in product design and technology R&D to encourage product innovation,
and continue to enhance the competitiveness of products, and consolidate the core competitiveness of the
brand in the wedding market; (3) adjust channel strategies in accordance with changes in the business
circles, the alignment between customer bases and brand positioning, and continuously optimize the channel
structure to upgrade the levels of channels; (4) protect intellectual property rights such as trademarks

involved in the course of business to protect the Company’s interests and brand image.
4. Risk of stores with low performance

The Chinese market is currently at a critical moment of economic recovery and transformation, and there are
also external uncertainties, leading to insufficient demand for discretionary consumer goods. Under the fully
self-operated sales model, the Company may face lower-than-expected sales results and impairment risk. In
response, DRCO has taken the following measures: (1) regularly conduct a comprehensive inventory check
of stores, and take the initiative to close, relocate and replace underperforming stores or stores that are
inconsistent with the brand image; (2) focus resources on creating momentum for outperforming stores to
improve the overall financial performance in cities; (3) hire an external professional consulting team to build
an ideal model of terminal stores in all aspects, and implement the city operation improvement plan for the
single-store-in-single-city projects; (4) refine store management, optimize internal processes, and strengthen

the control of rental costs to reduce fixed rental costs and improve operational efficiency.

5. Risks of large balance and write-down of inventories
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To ensure timely response to product customization demands, the company maintains a certain number of

raw materials and inventory goods during operations. In the future, if there are significant fluctuations in

prices of key raw materials such as diamonds or market prices of inventory goods, the Company may face

the risk of further provision for inventory write-down. To address this risk, the Company will increase the

value added of and enhance the competitiveness of products by improving and upgrading products

according to market demand. Additionally, the Company will actively adjust procurement strategies,

strengthen safe and strategic inventory management, accelerate inventory turnover, dynamically monitor

inventory situations, and mitigate the risk of inventory write-downs.

XII.

reporting period

M Applicable o Not applicable

Registration form for surveys, communication, interviews and other activities during the

Main
Tvoe of discussion
Date Place Method ype Interviewer | contents and | Date
interviewer .
material
provided
Captial Group,
. . GF Securities,
January 4, Onlm.e Online D Institution New China
2023 meeting communication A
sset
Management For details,
; Industry
Guolian please refer
" prospect,
. . Securities, to the record
January 5, | Online Online I ) market :
: — Institution China Post & of investor
2023 meeting communication . landscape, .
Capital Fund relations
current L
Management o activities
situation and| .
Personnel rospect  of disclosed by
from 17 b p’ DRCO on
o DRCO'’s
institutions busi January 10,
. . usiness
including : 2023 on
) . operation .
January 6, | Company’s Field surve Institution Yinhua Fund, www.cninfo.c
2023 meeting room y Dongfang Alfa om.cn
Fund Manage
ment, and
Infore Capital
Management
Personnel For details,
from Industry please refer
institutions prospect, to the record
including 8| market of investor
Southwest landscape, relations
January 10, |Online Online Institution Securities, current activities
2023 meeting communication SWS MU | situation and |disclosed by
Fund prospect of | DRCO on
Management, | DRCO’s January 19,
and Bosera |business 2023 on
Fund operation www.cninfo.c
Management om.cn
Fidelity,
January 11, |Online Online Institution Sealand
2023 meeting communication Securities,

Caitong Fund
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Management,
Dongwu
Securities

January
2023

11,

Company’s
meeting room

Field survey

Institution

Ocean Link

January
2023

12,

Online
meeting

Online
communication

Institution

Western
Security, HFT
Investment
Management

January
2023

13,

Company’s
meeting room

Field survey

Institution

Personnel

from 13
institutions
including
Morgan
Stanley

Huaxin  Fund
Management
Company,
Matthews

Asia, and
Penghua Fund
Management

January
2023

18,

Online
meeting

Online
communication

Institution

GF Securities,
SWS Mu Fund
Management

January
2023

31,

Company’s
meeting room

Field survey

Institution

CITIC
Securities

January
2023

31,

Online
meeting

Online
communication

Institution

Personnel
from
institutions
including
Goldman
Sachs, Huatai-
pinebridge
Fund
Management,
and

Centennial
Insurance
Asset
Management

40

February
2023

1 ’

Online
meeting

Online
communication

Institution

Guosen
Securities,
Schroder
Investment
Management

February
2023

1 ’

Company’s
meeting room

Field survey

Institution

Essence
Securities

February
2023

25

Online
meeting

Online
communication

Institution

Personnel
from
institutions
including
Springs
Capital,
Founder
Fubon Fund
Management
and  Sinolink
Securities

43

Industry
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activities

disclosed by
DRCO on
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Capital and disclosed by
China DRCO on
Resources August 31,
SZITIC Trust, 2023 on
as well as www.cninfo.c
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investors
China
, Southern Fund | Industry For details,
August 30, Companys Field survey Institution Management, |prospect, please refer
2023 meeting room
Founder market to the record
Securities landscape, of investor
Tianfeng current relations
September 5. Company’s Securities, situation and|activities
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2053 ’ meetFi)n }r/oom Field survey |Institution Changjiang www.cninfo.c
g Securities om.cn
Personnel
from 62
!nStItUFIOHS For details,
including lease refer
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to the record
Insurance :
Asset of investor
October 27, |Online Online Instltguon, Management, 2023Q3 rela}n_o_ns
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2023 meeting communication | . Springs . )
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Management,
om.cn
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XIII. Implementation of “Quality Improvement & Return Increase” Action Plan

Whether the Company disclosed the “Quality Improvement & Return Increase” Action Plan.

o Yes M No
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Part IV. Corporate Governance
I.Basic Information of Corporate Governance

In accordance with relevant laws, regulations and normative documents including the company Law of PRC,
the Securities Law of PRC, the Code of Corporate Governance for Listed Companies, the Rules Governing
the Listing of Shares on the ChiNext Market of the Shenzhen Stock Exchange, the No.2 Guidelines for Self-
disciplined Regulation of Listed Companies - Standardized Operation of Listed Companies on ChiNext
Market, as well as the requirements of the CSRC, DRCO constantly improves our corporate governance
structure through establishing and refining internal management and control systems, promoting
standardized operation and enhancing corporate governance. During the Reporting Period, the general
meeting, the board of directors and its special committees, the board of supervisors, the senior management
and the independent directors of DRCO well defined power and responsibilities; the general meeting, the
board of directors and its special committees, and the board of supervisors implemented standardized
operation, and the independent directors and the secretary of the board of directors were diligent in their
duties. The actual situation of DRCO’s governance complied with the requirements of rules, regulations and

normative documents released by the regulators including CSRC and SZSE.
(I) Corporate governance system

During the reporting period, DRCO revised the “Articles of Association”, the “Rules of Procedure of the Board
of Directors”, the “Rules of Work of the Audit Committee”, the “Working Rules of the Nomination Committee”,
the “Working Rules of the Strategy and Sustainable Development Committee”, the “Working Rules of the
Remuneration and Appraisal Committee”, the “Working System of the Independent Directors”, the “Working
Rules of the General Manager’, the “Internal Audit Management System”, the “Investor Relations
Management System”, the “Financing Management System”, the “Administrative Measures for Connected
Transactions”, the “Administrative Measures for External Investment”, and the “External Guarantee
Management System”, and formulated the “Management System for Shares Held by Directors, Supervisors
and Senior Managers and Changes thereof’, as well as the “System for Specialized Meetings of

Independent Directors”, thereby further improving the corporate governance system.
(II) Shareholders and general meetings

During the reporting period, DRCO held one annual general meeting and one extraordinary general
meetings, both of which were convened by DRCO's board of directors. The general meetings of
shareholders were held in accordance with relevant laws and regulations to perform duties and ensure that
all shareholders enjoy equal rights, facilitate shareholders' participation in the general meeting as far as
possible, and enable them to fully exercise their rights as shareholders. The convening method, procedure,
voting method and resolution content of DRCO's general meeting of shareholders are in line with the
requirements of relevant laws and regulations, normative documents, articles of association, rules of
shareholders’' meeting of listed companies and rules of procedure of shareholders' meeting, and shall be
witnessed by lawyers on the spot and issue legal opinions. The convening and resolution of the general
meeting of shareholders are legal and effective. There is no violation of relevant laws and regulations to

exercise functions and powers.
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(1) Directors and the Board of Directors

DRCO's board of directors has 9 directors, including 3 independent directors. The number and composition
of the board of directors satisfy the requirements of relevant laws, regulations and the Articles of Association.
During the reporting period, DRCO held a total of four board meetings, all of which were convened and held
in accordance with the procedures stipulated in the Articles of Association, the Rules of Procedure of the
Board of Directors and other relevant laws and regulations, voted and formed resolutions in strict accordance
with the relevant provisions, submitted matters requiring consideration at general meetings for consideration
and decision at general meetings, effectively performed the duties authorized by the general meetings,
strictly implemented the resolutions passed by general meetings, diligently and conscientiously carried out
various tasks and actively safeguarded the interests of DRCO and its shareholders.The holding of board
meetings and the contents of resolutions of the company are legal and effective, and there is no violation of
relevant laws and regulations to exercise power.The independent directors conscientiously fulfilled their
responsibilities and gave full play to their functions of participation in decision-making, supervision and
counterbalance, and professional consulting on the Board of Directors, and remained independent, objective,
and prudent, to safeguard the overall interests of DRCO and the legitimate rights and interests of minority

shareholders.
(IV) Supervisors and the Board of Supervisors

DRCO's Board of Supervisors has 3 supervisors including 1 employee representative. The number and
composition of the Board of Supervisors meet the requirements of relevant laws, regulations and the Articles
of Association. During the reporting period, DRCQO's Board of Supervisors held four meetings in accordance
with the requirements of relevant laws and regulations. By attending the general meetings and the Board
meetings, supervisors exercised strict supervision over DRCO's standardized operation, business activities,
material matters, financial position and the performance of duties by directors and senior management,
effectively safeguarding the interests of shareholders. The meetings of the Board of Supervisors were
convened in a lawful and valid manner, and there was no violation of relevant laws and regulations by the

supervisors in exercising their powers.
(V) Information Disclosure and Transparency

In strict compliance with the Rules Governing the Listing of Stocks on Shenzhen Stock Exchange, the
Administrative Measures for Information Disclosure of Listed Company, and other laws, regulations, rules
and regulatory documents, as well as the Articles of Association, DRCO earnestly fulfilled the obligation of
information disclosure and appointed the Board Secretary to take charge of the information disclosure work
and ensure information disclosure in a truthful, accurate, timely, fair and complete manner. During the
reporting period, DRCO designated Securities Times, Securities Daily, China Securities Journal, Shanghai
Securities News and CNINFO (www.cninfo.com.cn) as the newspapers and websites for information

disclosure to ensure all shareholders have equal access to information.
(VI) Management of Investor Relations
DRCO always values investor relations, and continues to build and explore an investor relations

management model, promote two-way communication with investors, and protect investor interests. During
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the reporting period, DRCO strictly observed relevant laws and regulations such as the Guidelines on
Investor Relations Management for Listed Companies, and internal systems such as the “Articles of
Association”, and followed the basic principles of "full compliance, investor equality, proactive communication,
honesty and good faith", to ensure all investors had equal access to its information. DRCO built a perfect
investor relations management system, set up a special post for investor relations management, and
continuously standardized the investor relations management process to enhance communication with
existing and potential investors, and improve investors' understanding and recognition of the company.
Smooth communication with investors was ensured to the greatest extent through hotline, new media
platforms, official accounts, email and the “Investor Relations” column on its website, as well as on-site

reception.
(VII) Stakeholders

DRCO actively fulfills its corporate social responsibility, fully respects and safeguards the legitimate rights
and interests of relevant stakeholders, strives to achieve a harmonious balance among the interests of
shareholders, employees and society, and continues to promote the sustainable and healthy development of
DRCO. In accordance with relevant laws, regulations and regulatory documents such as the "The No.2
Guidelines of the Shenzhen Stock Exchange for Self-Discipline and Regulation of Listed Companies -
Standardized Operation of Companies Listed on ChiNext Market", DRCO has issued the 2023
Environmental, Social and Governance Report, as detailed in the “2023 ESG Report” disclosed by DRCO on

www.cninfo.com.cn on 27 April 2024.

Whether there is any significant difference between the actual situation of corporate governance and the
laws, administrative regulations and the provisions on the governance of listed companies issued by the
CSRC

o Yes M No

There is no significant difference between the actual situation of corporate governance and the laws,

administrative regulations and the provisions on the governance of listed companies issued by the CSRC.

Il. Independence of DRCO from Controlling Shareholders and Actual Controllers in Asset, Personnel,

Finance, Institution and Business

DRCO operates in accordance with the requirements of The company Law of PRC, the Securities Law and
other relevant laws and regulations, and the Articles of Association; and has established and improved the
corporate governance structure. Therefore, DRCO is independent of the controlling shareholders, the actual
controllers and other enterprises controlled by them in terms of assets, personnel, finance, institutions and
business, and enjoys asset integrity and independence of business and the ability to operate independently

in the market.
(1) Asset integrity

DRCO has the business system and related assets related to the operation, legally owns the ownership of or
right to use the trademarks, patents and non-patented technologies related to the operation, and has its own

raw material procurement system and product sales system. DRCO has clear and complete ownership of its
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assets, and enjoys independent control and domination over all assets. DRCO has not provided guarantees
for the debts of shareholders with its assets, interests or creditworthiness, and does not have assets or funds
being illegally occupied by controlling shareholders to the detriment of DRCO's interests and reliance on

shareholders and other institutions.
(II) Personnel independence

The directors, supervisors and senior managers of DRCO are elected in strict accordance with the relevant
provisions of DRCO Law and the Articles of Association; the general manager, the deputy general manager,
the person in charge of finance, the Board secretary and other senior managers of DRCO neither hold
positions other than director and supervisor in DRCO’s controlling shareholders, actual controllers and other
enterprises controlled by them, nor receive remuneration from DRCO’s controlling shareholders, actual
controllers and other enterprises controlled by them; the financial personnel of DRCO do not work part-time
in the organizations of controlling shareholders or the actual controllers and other enterprises controlled by

them.
(1N Financial independence

DRCO has set up an independent financial department with full-time accounting personnel, and established
an independent financial accounting system and financial management policies to make financial decisions
independently in strict accordance with accounting laws and regulations including the Accounting Law of the
People's Republic of China. DRCO has a standardized financial accounting system and financial
management policies for branches and subsidiaries; DRCO doesn’t share bank accounts with controlling

shareholders, actual controllers and other enterprises controlled by them.
(IV) Institutional independence

DRCO has set up and defined the responsibilities and rights of the general meeting of shareholders, the
Board of Directors, the Board of Supervisors and other bodies for decision-making, operation management
and supervision. and supervision. Therefore, DRCO has established a standardized and effective corporate
governance structure. Based on the development needs, DRCO has established a series of internal
operation and management institutions that independently exercise the right of operation and management,
and there is no institutional mixing with the controlling shareholders, the actual controller and other

enterprises under their control.
(V) Business independence

DRCO has an independent and complete research and development, design, procurement and sales
business system, with the ability to directly conduct business operation by itself on the market. DRCO's
business is independent of the controlling shareholders, the actual controllers and other enterprises under
their control. Between DRCO and its controlling shareholders, the actual controllers and other enterprises
under their control, there is neither horizontal competition that has a material adverse effect on the issuer,

nor any connected transaction that materially impacted the independence and was obviously unfair.
lll. Horizontal Competition

o Applicable M Not applicable
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IV. Annual General Meetings and Extraordinary General Meetings Held during Reporting Period

1. General meetings of shareholders during the reporting period

Percentage  of
Session Type of meeting | attending
investors

Date of | Date of | Resolution of
convening disclosure meeting

F details,
January 17, January 17, or eals

please refer to
2023 2023 the
Announcement
on the

The First Resolution of

Extraordinary | Extraordinary the First

General General 88.19% Extraordinary
Meeting of | Meeting of

Shareholders |Shareholders
in 2023 of Shareholders

in 2023
published on

General Meeting

www.cninfo.com
.cn (No. 2023-
003)

May 26, May 26, For details,
please refer to
2023 2023 the

Announcement
for the

2022  Annual Resolution of
Annual general
General

Meeting of meeting of | 88.18% the 2022 Annual
Shareholders shareholders General Meeting

of Shareholders
published on
www.chinfo.com
.cn (No. 2023-
033)

2. Preferred shareholders whose voting rights have been restored request to convene an extraordinary

general meeting of shareholders
o Applicable ¥ Not applicable
V. Weighted Voting Right Arrangement

o Applicable M Not applicable
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VI. Corporate Governance of Red-chip Company

o Applicable ¥ Not applicable

VII. Directors, Supervisors and Senior Management

1. Basic information

Num
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r of shar
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der |ge of ges
status tenu |ng of | current current ses of )
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re |the period period (share |curre
share
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S
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s) d
(shar
es)
July
Zhang July
Incumb ;
Guota | Male |38 | Chairman 11, 0 0 0 0 0
ent 202
o] 2019
5
: Aug
General | Appoint
Zhang July ust
Manager |ment
Guota |Male | 38 ) 11, 25, |0 0 0 0 0
(Presiden |and
o 2019 202
t) removal
3
Jul
July y
Lu Fem Incumb ,
] 37 | Director 11, 0 0 0 0 0
Yiwen |ale ent 202
2019
5
int |Augus
Ly Fem General | Appoint qus | July
. 37 Manager |ment t 25 7, 0 0 0 0 0
Yiwen |ale
(Presiden |and 2023|202

73




2023 Annual Report of DR Corporation Limited

t) removal 5
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of the
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Director 2020 |5
July
Independ Januar
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Whether any directors, supervisors and senior officers were dismissed during the reporting period

M Yes o No

1. On March 31, 2023, the Board of Directors received a resignation in writing from Mr. Wei Qingxing, a

director and senior executive of DRCO, who applied for resignation from his positions as director, member of

the Remuneration and Appraisal Committee and deputy general manager (vice president) for personal
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reasons. After his resignation, Mr. Wei Qingxing will no longer hold any position in DRCO.

2. On April 10, 2023, the Supervisory Committee received a written resignation from Mr. Yin Luwen, who
applied for resignation from his position as Employee Representative Supervisor as a result of work

adjustment. As at the end of the reporting period, he no longer held any position in DRCO.

3. On August 25, 2023, the Board of Directors received a written resignation from Mr. Zhang Guotao, who
applied for resignation from the position of General Manager (President) so as to focus more on DRCO's
long-term development strategy and planning, but he would continue to serve as Chairman of the Second

Session of the Board of Directors and Chairman of the Strategy and Sustainable Development Committee.
Changes in directors, supervisors and senior management of DRCO

1 Applicable o Not applicable

Name Position Type Date Reason
o Director, Deputy General . Resign for personal
Wei Qingxing Manager (Vice President) Resigned March 31, 2023 reasons
Yin Luwen Employee - representative | o ioneq April 10, 2023 Work Adjustment
supervisor
Elected by the
Wu Wanhong | EMPloyee representative | gy o g April 10, 2023 employee
supervisor representative
meeting
Zhao Ranran Director Elected May 26, 2023 Elected b_y the
general meeting
Zhang Guotao Gene_ral Manager Dismissed August 25, 2023 Work Adjustment
(President)
. General Manager . Appointed by the
Lu Yiwen (President) Appointed August 25, 2023 Board of Directors

2. Positions

Professional background and career experience of DRCO's incumbent directors, supervisors and senior

management and their current major responsibilities in DRCO.
(1) Profiles of the Board members
@ Mr. Zhang Guotao

Mr. Zhang Guotao, Chairman of the Board, is a Chinese citizen without permanent residence permit outside
China. Born in 1985, he holds an EMBA degree from Cheung Kong Graduate School of Business and is the
founder of DRCO. Mr. Zhang has received awards including the "Outstanding Young Entrepreneur Award
(40 years and below)" and the "Top 10 Leaders of Asian Brands". He was the executive director and general
manager of Darry Corporation and now acts as DRCO’s chairman, as well as the executive director &
general manager of DR Investment, Qianhai Wendi, Wendi Design, Wendi Technology and EveryYear

Travel Photography.
@ Ms. Lu Yiwen
Ms. Lu Yiwen is the director of DRCO. She is a Chinese citizen without permanent residence permit outside
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China. Born in 1987, she holds an EMBA degree from China Europe International Business School (CEIBS).
As the founder of DRCO, she has received awards such as "Forbes 30 Under 30 China", "Hurun China
Under 30s To Watch" and "Top 10 Leaders of Asian Brands". Ms. Lu was ever the vice president and
supervisor of Darry Corporationand now acts as the director and general manager (president), the supervisor
of DR Investment, the supervisor of EveryYear Travel Photography, the supervisor of Wendi Design and

Wendi Technology.
® Mr. Huang Shuirong

Mr. Huang Shuirong, the director of DRCO, is a Chinese citizen without permanent residence permit outside
China. Born in 1974, Mr. Huang received his master's degree from Zhongnan University of Economics and
Law, and he is a senior accountant. Mr. Huang once served as the financial manager of Guangdong-based
Jianlibao Group, the chief financial officer of Xilong Chemical Co., Ltd., the general manager of the financial
center at Xilong Chemical Co., Ltd.,, and the financial manager of Tiandi No.1 Beverage Inc.; since joining
DRCO in 2018, he has held such positions as the vice president and financial manager of Darry Corporation
and now is the director, deputy general manager (vice president), Board secretary and financial manager of
DRCO.

@ Mr. Hu Xiaoming

Mr. Hu Xiaoming, the director of DRCO, is a Chinese citizen without permanent residence permit outside
China. Born in 1980, he received his bachelor's degree from Shenzhen University. Mr. Hu used to be the
planning manager of Guangzhou Himalayan Advertising Co., Ltd., the senior brand planning manager of
Jiaduobao (China) Beverage Co., Ltd., the brand director of Shenzhen Shengzi Technology Co., Ltd., and
the deputy brand director of Yulong Computer Communication Technology (Shenzhen) Co., Ltd. Since
joining DRCO in 2016, he has held such positions as the brand director and strategy director at the market

center of Darry Corporation , and now he acts as the director and strategy head at DRCO.
® Mr. Chen Qisheng

Mr. Chen Qisheng, the director of DRCO, is a Chinese citizen without permanent residence permit outside
China. Born in 1986, he received his bachelor’'s degree and holds the CMA certificate. He once worked in
Chow Tai Fook Jewelry (Shenzhen) Co., Ltd., Kingdee Software (China) Co., Ltd. and Shenzhen Jianjiaqin
Jewelry Co., Ltd. Since joining DRCO in 2015, he has ever held the position of a senior financial manager

and now acts as the director and the responsible head for business and finance.
®Ms. Zhao Ranran

Ms. Zhao Ranran, director of DRCO, s a Chinese citizen without permanent residence permit outside China.
Born in 1989, holds a bachelor's degree from Central China Normal University. She joined the company in
July 2013 and have served as Senior Manager and Deputy Director of User Operations; From July 2019 to
July 2022, served as the Chairman of the first Supervisory Board of the company; she have been serving as

the head of the company's brand communication department since July 2019.

@ Mr. Li Yang
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Mr. Li Yang, the independent director of DRCO, is a Chinese citizen without permanent residence permit
outside China. Born in 1983, he received his PhD degree from Columbia University and is an Associate
Professor of Cheung Kong Graduate School of Business. Since 2020, he has been an independent director
of DRCO, as well as an independent director of 360 Ludashi Holdings Co., Ltd., Westingarea Supply Chain
(Shanghai) Co., Ltd. and New Tianli Technology Co., Ltd.

Mr. Liang Jun

Mr. Liang Jun, the independent director of DRCO, is a Chinese citizen without permanent residence permit
outside China. Born in 1977, he received his master's degree from Renmin University of China, and the
EMBA degree from China Europe International Business School. Mr. Liang used to be the marketing
manager of consumer goods subsidiary under Humanwell Healthcare, the board secretary of Shenzhen
Sinobioway Xinpeng Biomedicine Co., Ltd., the senior partner and fund manager of Shenzhen-based Rabbit

Fund; he has been serving as the independent director of DRCO since 2020.
© Mr. Zhong Min

Mr. Zhong Min, the independent director of DRCO, is a Chinese citizen without permanent residence permit
outside China. Born in 1973, he received his bachelor's degree from Hangzhou Dianzi University and holds
the CPA certificate. Mr. Zhong ever served as a senior manager of Shenzhen Tongren Accounting Firm, a
salaried partner of Shenzhen Pengcheng Enterprise Management Consulting Co., Ltd., the chief financial
officer of Shenzhen Yuezhong Investment Holdings Co., Ltd., the independent director of Guangzhou
Fangbang Electronics Co., Ltd.. He has been acting as the independent director of DRCO since 2020, and
also a director of Shenzhen Yuezhong Investment Holdings Co., Ltd. and an independent director of

Shenzhen Xunfang Technology Co., Ltd.
(2) Profiles of the members of the Board of Supervisors
(D Ms. Huang Yingfeng

Ms. Huang Yingfeng, Chairman of the Board of Supervisors, is a Chinese citizen without permanent
residence permit outside China. Born in 1989, she received her master's degree from Shenzhen University.
She used to be the screenwriter of Shenzhen All Things Growth Media Co., Ltd., the content director of
Beijing October 5th Film Media Co., Ltd, and the general manager of Shenzhen Weiwan Daixu Technology
Co., Ltd.; She joined DRCO in 2020 and now acts as the Chairman of the Board of Supervisors and the

responsible head for brand content Department.
@ Ms. Shen Ai

Ms. Shen Ai, the supervisor of DRCO, is a Chinese citizen without permanent residence permit outside
China. Born in 1989, she received her bachelor's degree from Shenzhen University. Since joining DRCO in
2012, she has held the positions including the copywriter, copywriter manager and copywriter expert at Darry

Corporation (334 FR). Now she acts as the supervisor and UCC operation manager at DRCO.
® Ms.Wu Wanhong
Ms. Wu Wanhong, the employee representative supervisor, is a Chinese citizen without permanent
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residence permit outside China. Born in 1993, she received her bachelor's degree from Guangzhou
University. She ever worked as an accountant in Minhua Furniture Manufacturing (Shenzhen) Co., Ltd. Since
joining DRCO in 2017, Ms. Wu has held such positions as the retail accounting manager and the senior

accounting manager. Now she serves as the business and finance manager in DRCO.
(3) Profiles of senior management
@ Ms. Lu Yiwen

Ms. Lu Yiwen currently serves as the director and deputy general manager (vice president). For her

biographies, please refer to the section “Profiles of Board Members”.
@ Mr. Huang Shuirong

Mr. Huang Shuirong currently serves as the director and deputy general manager (vice president). For his

biographies, please refer to the section “Profiles of Board Members”.
Positions in shareholder entity

1 Applicable o Not applicable

Whether receive
Name of | Position held in ) )
Name of Start date of End Date of|remunerations in
shareholder shareholder
employee ) ) tenure tenure shareholder
entity entity )
entity
Executive
DR Investment
Director, November 24,
Zhang Guotao | (Zhuhai) Co., No
General 2015
Ltd.
Manager
Gonggingcheng
Wendi No.1 | Executive
. December 1,
Zhang Guotao |Investment Partner (with a 2017 No
Management proxy appointed)
Partnership (LP)
Gonggingcheng
Wendi No.2 | Executive
December 1,
Zhang Guotao |Investment Partner (with a 2017 No
Management proxy appointed)
Partnership (LP)
Gonggingcheng Executive December 4,
Zhang Guotao  |\wendi No.3 No
Partner (with a 2017
Investment
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Management proxy appointed)
Partnership (LP)
DR Investment
November 24,
Lu Yiwen (Zhuhai) Co., | Supervisor No
2015
Ltd.
Description  of
the position in _
Not applicable
the shareholder
entity
Position in other entity
1 Applicable o Not applicable
Whether
Name of [Name of other|Position held | Start date of End Date of| receive
person entity in other entity |tenure tenure remunerations
in other entity
bt Executive
Qianhai Wendi Director September 5 N
) ) (0]
Zhang Guotao Management General 2017
Consulting Co., Manager
Ltd. 9
Zhuhai  Wendi .
Design Egecutlve No
Zhang Guotao Consulting Co., Director, July 26, 2021
Manager
Ltd.
Zhuhai  Wendi | Executive
Zhang Guotao | Technology Co., | Director, July 27, 2021 No
Ltd. Manager
Shenzhen .
EveryYear Executive
Director, August 10, No
Zhang Guotao |Travel General 2021
Photography Manager
Culture Co., Ltd. 9
Shenzhen
EveryYear
Lu Yiwen Travel Supervisor December 13, No
2019
Photography
Culture Co., Ltd.
Zhuhai  Wendi
Lu Yiwen Technology Co., | Supervisor July 27, 2021 No
Ltd.
Zhuhai  Wendi
Design s . N
i upervisor o
Lu Yiwen Consulting Co., p July 26, 2021
Ltd.
Huang Shuirong | shenzhen Executive March 30, No
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Rongzhi
Lianchuang
Investment
Enterprise (LP)

Partner

2015

Li Yang

360 Ludashi
Holdings Limited

Independent
Non- Executive

Director

June 5, 2019

Yes

Li Yang

Cheung Kong
Graduate
School of

Business

Associate

Professor

July 1, 2017

Yes

Li Yang

Westingarea
Supply  Chain
(Shanghai) Co.,
Ltd.

Independent

Director

February 09,

2022

Yes

Li Yang

Xintianli
Technology Co.,
Ltd.

Independent

Director

July 11, 2022

Yes

Zhong Min

Beijing Zhierxing
Culture  Media

Co,, Ltd.

Director

November 14,

2013

No

Zhong Min

Shenzhen
Yuezhong
Culture
Co., Ltd

Group

Director

January 16,

2019

September
2023

1 ’

No

Zhong Min

Shenzhen
Yuezhong
Tianze Real
Estate
Development

Co., Ltd.

Director

January 5,

2013

May 22, 2023

No

Zhong Min

Shenzhen
Yuezhong

Investment

Director

December 26,

2006

Yes
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Holding Co., Ltd.

Shenzhen
Binhai Penghui November 15,
Zhong Min Fund Chairman No
2018
Management

Co., Ltd.

Guangzhou

Fangbang Independent December 12,
Zhong Min _ _ Yes
Electronics Co., | Director 2016

Ltd.

Description of
position in| None
other entity

Whether DRCO's current and resigned directors, supervisors and senior management were penalized by

securities regulators in the past three years
o Applicable ¥ Not applicable
3. Remunerations of directors, supervisors and senior management

® Decision-making process, basis for determination and actual payment of remunerations for directors,

supervisors and seniormanagement

The remuneration of DRCO's directors and supervisors is determined in accordance with the following
principles: non-independent directors do not receive remuneration or allowances for directors but are
compensated according to the specific position they hold in DRCO; independent directors receive
allowances; supervisors do not receive remuneration or allowances but are compensated according to the
specific position they hold in DRCO. The remuneration of DRCO's directors, supervisors, senior
management and other core personnel consists mainly of basic salary, position benefits and performance-

based incentives.

The remuneration plan for directors are to be considered and approved by the Board and reported to the
general meeting through the Board for consideration and approval. The remuneration plan for supervisors
are considered and approved by the general meetings; the remuneration plan for senior management is
considered and approved by the board meetings; the remuneration plan for other core personnel who do not
concurrently serve as directors, supervisors or senior management is determined according to the

remuneration plan formulated by DRCO’s management.

During the reporting period, the remuneration of DRCO's directors, supervisors and senior management has

been paid in full.

® Actual payment for the remuneration of directors, supervisors and senior management
Unit: RMB0’000
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Whether
receive
Total pre-tax )
compensation
Position Employment | compensation
Name " Gender Age ) from any
osition status received from
connected
DRCO
party of
DRCO
Zhang
Male 38 Chairman Incumbent 417.72 |No
Guotao
Chairman,
General
Lu Yiwen Female 37 Incumbent 190.8 |No
Manager
(President)
Director,
Deputy
General
Wei Qingxing | Male 41 Resigned 80.16|No
Manager
(Vice
President)
Director,
Deputy
General
Manager
Huang (Vice
Male 49 Incumbent 134.11|No
Shuirong President),
Secretary of
the Board and
Financial
Manager
Hu Xiaoming |Male 43 Director Incumbent 67.12 | No
Chen
) Male 38 Director Incumbent 70.21 |No
Qisheng
Zhao Ranran |Female 34 Director Incumbent 56.05|No
Li Yang Male 41 Independent Incumbent 10| No
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Director
Independent

Liang Jun Male 46 . Incumbent 10 |No
Director
Independent

Zhong Min Male 51 . Incumbent 10 |No
Director
Chairman of

Huang

Female 35 the Board of|Incumbent 84.3|No

Yingfeng )
Supervisors

Shen Ai Female 34 Supervisor Incumbent 43.26 |No
Employee

Yin Luwen Male 44 Representativ | Resigned 12.11|No
e Supervisor
Employee

Wu Wanhong | Female 30 Representativ | Incumbent 33.04 | No
e Supervisor

Total -- -- -- -- 1,218.88 | --

Other notes

M Applicable o Not applicable

During the reporting period, the pre-tax remuneration received by Chairman Zhang Guotao from DRCO

increased as compared to 2022, which was mainly due to an increase in the exchange rate for the

remuneration in Hong Kong dollars over 2022.

VIIl. Performance of Duties by DRCO Directors during Reporting Period

1. Board of Directors in the reporting period

Meeting

Date of convening

Date of disclosure

Resolution of meeting

5th  Meeting of the
Second Session of Board

of Directors

April 26, 2023

April 28, 2023

For details, please refer
to the Announcement for
the Resolution of the 5th
Meeting of the Second
Session of Board of
Directors published on

www.chinfo.com.cn (No.
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2023-029)

6th the

Second Session of Board

Meeting  of

of Directors

August 25, 2023

August 29, 2023

For details, please refer
to the Announcement for
the Resolution of the 6th
Meeting of the Second

Session of Board of
Directors published on
www.cninfo.com.cn (No.

2023-047)

7th the

Second Session of Board

Meeting  of

of Directors

October 25, 2023

Review and pass the
Resolution on the Third
Quarter Report 2023

8th the

Second Session of Board

Meeting  of

December 28, 2023

December 30, 2023

For details, please refer
to the Announcement for
the Resolution of the 8th
Meeting of the Second

Session of Board of
of Directors
Directors published on
www.cninfo.com.cn (No.
2023-062)
2. Attendance of directors at the Board meetings and the general meetings
Attendance of directors at the Board meetings and the general meetings
) Attendance
Required i
in Board Absence
attendance |Attendance ) Number of
meetings from two | Attendance
Name of |in Board |in Board Attendance |absences
) ; ; _ |via consecutive |at general
director(s) |meetings meetings in ) by proxy from Board ) }
) communicat ) meetings or | meetings
during the person ) meetings
ion not
year )
equipment
Zhang
4 3 1 0 0 No 1
Guotao
Lu Yiwen 4 3 1 0 0 No 1
Wei 0 0 0 0 0 No 1
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Qingxing
Huang

4 4 0 0 0 No 2
Shuirong
Hu

4 4 0 0 0 No 2
Xiaoming
Chen

4 4 0 0 0 No 2
Qisheng
Zhao

3 3 0 0 0 No 1
Ranran
Li Yang 4 0 4 0 0 No 2
Liang Jun |4 1 3 0 0 No 2
Zhong Min |4 0 4 0 0 No 2

Description of absence from two consecutive Board meetings in person

Not Applicable,

3. Dissent of directors to corporate issues

Dissent of directors to relevant issues of DRCO

o Yes M No

During the reporting period, the directors did not raise any objection to the relevant matters of DRCO.
4. Other information on duty performance of directors

Whether the suggestions of the directors are adopted or not

MYes o No

Descriptions on whether the suggestions of the directors are adopted or not

During the reporting period, all directors of DRCO performed their duties faithfully and diligently, actively
attended the Board meetings and general meetings, and deliberated all proposals in accordance with
relevant laws, regulations and normative documents including DRCO Law, the Securities Law, the Rules
Governing the Listing of Stocks on Shenzhen Stock Exchange, the No.2 Guidelines of the Shenzhen Stock
Exchange for Self-Discipline and Regulation of Listed Companies - Standardized Operation of Companies
Listed on ChiNext Market, the Articles of Association, the Rules of Procedure of the Board of Directors, and
the Work System for Independent Directors.Based on the actual situation of DRCO, all directors have made
in-depth discussions on DRCO's business activities, financial status, major issues and other matters to make

suggestions for DRCO's business development, fully consider the interests and demands of minority
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shareholders, enhance the scientific decision-making of the board of directors in a timely manner, and

promote the sustainable and healthy development of DRCO/s operations.

IX. Special Committees under the Board of Directors during Reporting Period

Number Other .
Important o Details of
Name of of Date  of Contents of| descriptions on| =
; Members ) ; ; opinions and objections
committee meetings | convening | the meetings ) duty )
suggestions (if any)
held performance
The Audit
Committee
reviewed the 1. Guide the
matters  under internal audit
consideration
work and play
n strict the role of the
accordance Audit
with the Department in
Articles of | . .
improving
Association,
corporate
Review the|the Rules of
governance,
“Resolution on | Work of the :
adding value
Zhong the  4Q2022) Audit and achieving
. January |Work Review|Committeeand| . .. .,
Min, objectives”.
Audit Li 9, 2023 and 2023 |relevant laws
udi lang 5 2. Communicate
) Work Plan of|and
Committee Jun, with the
H DRCO’s Audit | regulations,
uang accounting firm
Shui Department | fully
uirong . on the work
communicated
with  DRCO Pian and
and the arrangements
auditors  and for the annual
. audit in 2023,
unanimously
the priorities
approved
therein and
relevant
. other matters.
resolutions
after
discussion.
April 25,11 Review the | The Audit| 1. Communicate
2023 “Resolution on | Committee with the
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the 2022

Annual Report

and Its
Summary”;

2. Review the
"Resolution
on the
2023Q1
Quarterly
Results”

3. Review the
“Resolution on
the 2022
Financial
Results;

4. Review the
"Resolution
on the 2022
Internal
Control  Self
assessment
Report";

5. Review the
“Resolution on
2022 Annual
Report on
Deposit and
Use of
Proceeds”

6.Review the
“Resolution on
the  Storage
and Use of
Funds Raised
in 1Q20237;

7. Review the
“Resolution on
Renewing
Engagement
of Audit

Institution in
2023

8. Review the
“Resolution on
the Work of
DRCO’s Audit
Department in
1Q2023”

reviewed the
matters under
consideration
in strict
accordance
with the
Articles of
Association,
the Rules of
Work of the
Audit
Committee and
relevant laws
and
regulations,
and
unanimously
approved
relevant
resolutions
after
discussion with

related parties.

accounting firm
to ensure that
the financial
statements give
a true, fair and
complete
reflection of the
overall financial
position of
DRCO;

2. Guide the
internal audit
work and play
the role of the
Audit
Department in
"improving
corporate
governance,
adding value
and achieving

objectives”.
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1. Review the
“Resolution on
the 2023

Interim Report

The Audit
Committee
reviewed the

matters under

and ts | consideration
) accordance .
2. Review the Guide the
with the
“‘Resolutionon| internal  audit
| Articles of
2023 Interim o work and play
Association,
Report on the role of the
] the Rules of )
Deposit  and Audit
Work of the
Use of Department in
August Audit
24,2023 |Proceeds” . "improving
Committee and )
. corporate
3. Review the | rglevant laws P
P . governance,
Resolution on | gng
. . adding  value
Revision of regu|at|on3, o
the Internal | gnd and - achieving
. objectives”.
Audit unanimously )
Management approved
System”; relevant
4. Review the |resolutions
“Resolution on | gfter
the 2023Q2| . )
Work of | discussion with
DRCO’s Audit | related parties.
Department”
1. Review the| "¢ Auditl
" , Committee Guide the
Resolution ] .
reviewed the|internal audit
on the " d ol
work an a
2023Q3 matters under play
consideration |the role of the
Quarterly Audit
i i udi
Results” in strict .
October accordance Department in
24,2023 |2. Resolution| .. the | "improving
on reVieWing Articles of Corporate
the  "2023Q3 Association, | governance,
Special the Rules of adding  value
Report ON\work of the @nd achieving
Deposit  and | , it objectives”
Use of

Committee and
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Proceeds”

3. Review the
“Resolution on
the 2023Q3
Work of
DRCO’s Audit

Department”

relevant laws
and
regulations,
and
unanimously
approved
relevant
resolutions
after
discussion with

related parties.

Review the
“Resolution on

Revision of

The Audit
Committee
reviewed the
matters under
consideration

in strict
accordance
with the
Articles of

Association,

December the Rules of
the Internal
28, 2023 . Work of the
Audit
Audit
Management
Committee and
System”
relevant laws
and
regulations,
and
unanimously
approved the
resolution after
discussion.
Strategy and | Zhang April 26 Review the|The Strategy
Sustainable | Guotao, 2023 “Resolution on | and
Development |Li Yang, the Sustainable
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Committee

Hu

Xiaoming

Sustainable
Development
Report for
20227

Development
Committee, in
strict
accordance
with the
Articles of
Association,
the  Working
Rules of the
Strategy and
Sustainable
Development
Committee and
relevant laws
and
regulations,
unanimously
approved the
resolution after

discussion.

December
28, 2023

Review the
“Resolution on
Formulating
the ESG
System of
DRCO”

The Strategy
and
Sustainable
Development
Committee, in
strict
accordance
with the
Articles of
Association,
the  Working
Rules of the
Strategy and
Sustainable
Development
Committee and
relevant laws
and

regulations,
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unanimously
approved the
resolution after

discussion.

The
Remuneration
and Appraisal

Committee, in

1.Review the | strict
“Resolution on | accordance
the Plan for|with the
Remuneration | Articles of
and Association,
Allowance of|the  Working
Liang .
Remuneration . Directors”; Rules of the
d A ; |Jun A 1 April 25, . Remuneration
an ppraisa 7h 2023 2. Review the
Committee ong « , and Appraisal
Min Resolution on
the Plan for Committee and
. relevant laws
Remuneration
and
and
Allowance of regulations,
Senior unanimously
Management”; approved
relevant
resolutions
after in-depth
discussion.
Li Yang, Review the | The
Lu "Resolution Nomination
Nomination . April 26, | on Nominating | Committee
. Yiwen, |2
Committee 2023 Zhao Ranran|considered the
Zhong
Mi as a Non|matters under
in

Independent

consideration
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Director

Candidate for
the  Second
Board of

Directors"

in strict
accordance
with the
Articles of
Association,
the  Working
Rules of the
Nomination
Committee,
and relevant
laws and
regulations,
and conducted
a serious
review of the
qualifications
of director
candidates.
After
discussion,
relevant
nominations
were
unanimously

approved.

August
25, 2023

Review the
“Resolution on
the
Appointment
of DRCO’s
General

Manager”

The
Nomination
Committee
considered the
matters under
consideration
in strict
accordance
with the
Articles of
Association,
the  Working
Rules of the

Nomination
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Committee,
and relevant
laws and
regulations,
and conducted
a serious
review of the
qualifications
of general
manager
candidate.
After
discussion,
relevant
nomination
was
unanimously

approved.

X. Work of Board of Supervisors

Whether the Board for Supervisors identified any risk to DRCO through supervisory activities during the
reporting period.

o Yes M No

The Board of Supervisors had no objection to the matters under its supervision during the reporting
period.

XI. Employees of DRCO

1. Employee number, professional composition, and educational background

Number of current employees of the parent

Company as of the end of the reporting period 2,595
(persons)

Number of current employees of major

subsidiaries as of the end of the reporting 602
period (persons)

Total number of current employees as of the 3,197

end of the reporting period (persons)

Total number of paid employees in the current 3,197
period (persons)

Number of retired employees for whom the
parent company and its major subsidiaries are 0
responsible for the retirement benefits (persons)

Professional composition
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Category Number of persons

Sales personnel 2,890
Technical personnel 88
Financial personnel 59
Administrative personnel 160
Total 3,197
Education background

Category Quantity (person)

Master's degree and above 43
Bachelor’s degree 661
Junior college below 2,493
Total 3,197

2. Remuneration policy

DRCO continues to improve the remuneration-driven incentive mechanism to ensure the compliance
ofvarious remuneration management activities, as well as external competitiveness and internal fairness and
effective incentives. DRCO has a perfect salary system with the compensation structure and range matching
the ranks and positions by taking into account the internal and external remuneration contexts. Sticking to
the strategy of setting positions and salaries based on skills, DRCO offers competitive compensation to top
talents. Performance-based incentives for employees align with DRCQO’s business results, enabling all staff
to share the benefits of the corporate growth. The working environment with equal emphasis on efficiency
and fairness, Enable employees to work in a loving environment and lays a foundation for the enthusiasm

and stability for employees to achieve self-fulfillment.
3. Training program

During the reporting period, DRCO continued to improve its staff training program in line with the annual
strategic planning and staff development requirements. It developed separate training programs for new and
existing staff, and tailor-made training courses agreeing with its business objectives, so as to improve the
comprehensive quality of employees and boost overall operational results. Online learning and offline
intensive training were regularly organized for new employees in functional departments to help them better
understand the corporate culture, brand, products and processes, and fit into the workplace quickly. The
professional competence training for managers in functional departments improved the managers’
understanding of the Company’s strategic priorities and enhanced their strategic execution ability. Training
for retail staff focused on brand concept interpretation, professional improvement of works, and sales service

enhancement, and learning sessions of varied forms were launched nationwide, which raised the
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professional knowledge of terminal stores, enhanced the professionalism, ability to explain the works and
service consciousness of employees, and improved customer experience. DRCO launched “True Love
Setting Sail” and “Setting Sail Premium+” programs through cooperation with external agencies to cultivate
new employees and help them pass the transition period and meet post requirements. A couple of practical
courses were developed to empower employees in terms of vocational psychology, sales skills and
continuous development. To help store managers fully understand the Company’s development strategy and
sales planning, DRCO worked out a store manager training program with a variety of specialized courses to
help store managers effectively manage business data and improve decision-making ability through online
learning and offline tutoring. The above-mentioned programs enhanced overall qualification and professional
skills of DRCO’s employees, addressed the needs of its staff for self improvement, and promoted continuous

development of the Company.
4. Labor outsourcing

M Applicable o Not applicable

Total working hours for labour outsourcing 71,494.00

Total remuneration paid for labour outsourcing

3,152,092.04
(RMB)

XIll. Profit Distribution Plan and Plan to Convert Reserves into Share Capital

Formulation, implementation or adjustment of profit distribution policy, particularly cash dividend policy,

during the reporting period
1 Applicable o Not applicable

DRCO implements the profit distribution policy in strict accordance with the relevant provisions of the Articles
of Association of DRCO. The profit distribution plan during the reporting period complied with the provisions
of the Articles of Association and the review procedures, fully protecting the legitimate rights and interests of
all shareholders of DRCO. On May 26, 2023, DRCO held the 2022 annual general meeting of shareholders
to consider and approve the Resolution on the Profit Distribution Plan for 2022. Based on the total share
capital of 400,010,000 shares as of December 31, 2022, DRCO distributed RMB10.00 in cash (tax inclusive)
for every 10 shares to all shareholders, amounting to a total cash dividend of RMB400,010,000 (tax
inclusive), No bonus shares were offered and no capital reserve was converted into share capital. This profit

distribution plan was completed on June 20, 2023.

Special notes on cash dividend policy

Whether complies with the provisions of the
Articles of Association or the requirements of ygg
the resolution of the general meeting of
shareholders:

Whether the criteria and proportion of dividend |vgg
distribution are clear and unambiguous
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Whether relevant decision-making procedures | veg
and mechanisms are sound:
Whether independent directors have performed | vygog

their duties and played their due roles:

If DRCO does not distribute cash dividends, disclose
specific reasons and propose measures to increase

investor returns:

Not Applicable

Whether minority shareholders have the
opportunity to fully express their opinions and
requirements, and whether their legitimate
rights and interests are fully protected:

Yes

If the cash dividend policy is adjusted or
changed, whether the conditions and
procedures are compliant and transparent:

Not Applicable

DRCO's profit distribution plan and plan to convert reserves into share capital during the reporting period are

in compliance with DRCO's Articles of Association and administrative measures for dividends

AYes o No o Not applicable

DRCO's profit distribution plan and plan to convert reserves into share capital during the reporting period are

in compliance with DRCO's Articles of Association

Profit distribution and capitalization of capital reserve for the year

Number of bonus shares to be distributed for every

0
ten shares (share)
Amount to be distributed for every ten shares (RMB) 5
(tax inclusive)
Number of shares to be converted into share capital 0

for every ten shares (share)

Share capital base in distribution proposal (shares)

400,010,000.00

Amount of cash dividend (RMB) (including tax)

200,005,000.00

Amount of cash dividend in other forms (e.g. share
repurchase) (RMB)

0.00

Total cash dividends (including other methods)
(RMB)

200,005,000.00

Distributive profit (RMB)

1,146,144,024.77
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Proportion of total cash dividends (including other 100.00%
methods) in total profit distribution o

Proposed Cash Dividend Distribution

If DRCO is at its growth stage of the development with significant capital expenditure planned, the minimum
cash dividend should be at least 20% of the profit distribution.

Details of the profit distribution plan or the plan to convert reserves into share capital

Audited by Ernst & Young Hua Ming Certified Public Accountants (Special General Partnership), the net
profit attributable to shareholders of the listed company in the consolidated financial statements for the year
2023 amounted to RMB 68,957.568.40, of which the net profit attributable to the parent company was RMB
300,096,158.65. According to the relevant provisions of the Company Law and the Company's Articles of
Association, when distributing the current year's after-tax profit, the Company should set aside 10% of the
profit into the statutory surplus reserve. As of December 31, 2023, the cumulative balance of the statutory
surplus reserve has reached 50% of the Company's registered capital, and no further statutory surplus
reserve will be withdrawn in 2023. As of December 31, 2023, the cumulative undistributed profits in the
consolidated financial statements of the Company amounted to RMB 1,408,207,801.55, and the cumulative
undistributed profits of the parent company amounted to RMB 1,146,144,024.77.Taking full account of the
cash flow situation and ensuring the normal operation and long-term development of the company,
adhering to the principle of continuous return to shareholders and sharing the company's operating results
with all shareholders, the proposed profit distribution plan for the year 2023 is as follows: Based on the total
share capital of 400,010,000 shares of the Company as of December 31, 2023, a cash dividend of
RMB5.00 (including tax) will be distributed to all shareholders for every 10 shares held, totaling a cash
dividend of RMB 200,005,000.00 (including tax), with no bonus shares and no capital reserve to be
converted into share capital. If there is a change in the total share capital of the Company before the
implementation of the distribution plan, the Company will adjust the distribution ratio accordingly while

keeping the total distribution amount unchanged.

DRCO records profits and the parent company records a positive undistributed profit during the reporting

period but there is no resolution for cash dividend

o Applicable ¥ Not applicable

XIIl. Implementation of Share Incentive Scheme, Employee Stock Ownership Scheme or
Other Incentive Measures for Employees

o Applicable M Not applicable

There are no share incentive schemes, employee stock ownership schemes or other incentive measures for

employees during the reporting period.
XIV. Construction and Implementation of Internal Control System during Reporting Period
1.Construction and implementation of internal control system

During the reporting period, in accordance with the provisions of the Basic Standard for Enterprise Internal
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Control and its supporting guidance as well as the other laws, regulations and normative documents, in
combination with the external environment, DRCO's own operating conditions and corporate governance
requirements, DRCO comprehensively sorted out various business modules and processes, further
improved its internal control system and established a scientific, standardized, concise and effective internal

control system.

(1) With regard to the corporate governance structure, the Board of Directors of DRCO has established the
Audit Committee which is responsible for the communicating, reviewing and supervising DRCO's internal
and external audits, and for monitoring and assessing DRCO's internal controls; DRCO has set up the Board
of Supervisors to monitor the Board of Directors to develop and implement the internal control system.
DRCO has set up an audit department as a routine office, which exercises its functions and powers
independently under the guidance of the Audit Committee. The audit department reviews and monitors the
establishment and implementation of DRCO's internal control system and the authenticity and integrity of

DRCO's financial information.

(2) As for the internal control system, DRCO has formulated a sound internal control system, which covers
the key business modules in DRCO's business activities, including: capital activities, procurement business,
asset management, supply chain management, sales management, engineering projects, financial reports,
comprehensive budget, contract and seal management, human resources management, information

systems, significant investments.

(3) In terms of the implementation and supervision of internal control, DRCO strengthens the compliance
training of employees and enhances the risk prevention awareness of business departments. In order to
ensure the effective operation of internal control, DRCO has formed an end-to-end supervision mode

involving the Risk Department, Legal Affairs Department and Audit Department.
2. Details of major deficiencies in internal control identified during the reporting period
o Yes M No

XV. Management and Control over Subsidiaries During Reporting Period

Company Integration Progress  of sl Countermeas | Working Follow-up
roblems

name plan integration ures progress resolution

Not Not Not Not Not Not Not

applicable applicable applicable applicable applicable applicable applicable

XVI. Internal Control Self-Assessment Report or Internal Control Audit Report

1. Internal control self-assessment report

Disclosure date of the full text of

the Internal Self-

Control

assessment Report

April 27, 2024
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Disclosure index of the full text of
the Self-

assessment Report

Internal Control

Please refer to see the "2023 Internal Control Self-Evaluation Report"

disclosed by www.cninfo.com.cn

Total assets of entities included in

the scope of assessment as a

percentage of total assets in 100.00%
DRCO's consolidated financial
statements
Revenue of entities included in the
scope of assessment as a
100.00%

percentage of revenue in DRCO's

consolidated financial statements

Criteria to evaluate deficiencies

Category

Financial report

Non-financial report

Qualitative criteria

1) Material weakness: correction

of material errors in published

financial reports; failure of the
audit committee and the audit
department to oversee the internal
control; findings of fraud involving
directors, supervisors and senior
management of DRCO; material
misstatements in current financial
reports identified by the CPA but
not by DRCO's internal control

department.

(2)Significant deficiency: failure to

apply
policies in accordance with GAAP;

select and accounting

failure to establish anti-fraud
procedures and control measures;
and one or more deficiencies of
the financial reporting, for which
the truthfulness and accuracy of

the financial statements cannot be

(1) Material weakness: Violation of
the State’s laws, regulations or
regulatory documents; lack of
decision-making procedures or
unscientific decision-making
process that results in material
errors; lack of systems or systemic
failures of the system for important
businesses; failure to rectify
material weakness identified by

the internal control assessment.

(2) Significant errors resulting from
deviations of DRCO's decision-
making process from the
objectives; deficiencies in
significant business policies or
systems; failure to correct
significant deficiencies identified in

the internal control assessment.

(3) General deficiency: Inefficiency

of DRCO's decision-making
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reasonably assured.

(3)General  deficiency: Other
control deficiencies related to
financial reporting that do not
constitute material weakness or

significant deficiency.

process; deficiencies in general
business policies or systems;
failure to correct general
deficiencies identified in the

internal control assessment.

Quantitative criteria

1. Losses resulting or likely to
result from deficiencies in internal
control are measured against
consolidated revenue if they have

impacts on the income statement.

(1) Material weakness:
Misstatement = 2% of

consolidated revenue.

(2) Significant deficiency: 1% <
misstatement <2% of consolidated

revenue.

(3) General deficiency:
Misstatement <1% of consolidated

revenue.

2. Losses resulting or likely to
result from deficiencies in internal
controls are measured against
total consolidated assets if they
have impacts on the asset

management.

(1) Material weakness:
Misstatement = 1% of the total

consolidated assets.
(2) Significant deficiency: 0.5%<
misstatement <1% of the total

consolidated assets.

(3) General

misstatement < 0.5% of the total

deficiency:

consolidated assets.

Direct property losses resulting
from direct or potential negative
impacts of the deficiencies in
internal control are measured
against the total consolidated

assets.

(1) Material weakness: direct
property losses = 1% of the total

consolidated assets.

(2) Significant deficiency: 0.5% <
direct property losses <1% of total

consolidated assets.

(3) General deficiency: direct
property losses <0.5% of total

consolidated assets.
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Number of material weaknesses in 0
financial reporting (#)

Number of material weaknesses in 0
non-financial reporting (#)

Number of significant deficiencies 0
in financial reporting (#)

Number of significant deficiencies 0
in non-financial reporting (#)

2. Internal control audit reports or assurance reports

Not Applicable

XVIl. Rectification in Self-Inspection Required By Special Campaign to Improve Governance Of

Listed Companies

Not Applicable
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Part V. Environmental Protection and Social Responsibility
l. Material Environmental Issues

Whether the listed company and its subsidiaries are among key pollutant-discharging entities announced by

environmental protection authorities
o Yes M No

Administrative penalties imposed for environmental issues during the reporting period

Impact on the

) Company's
Name of DRCO |Reason for production and L
o Penalty results ) rectification
or subsidiary penalty Violation operation of the
measures

listed company

Not applicable Not applicable | Not applicable | Not applicable | Not applicable | Not applicable

Refer to other environmental information disclosed by key pollutant-discharging entities
Not applicable.

Measures taken to reduce carbon emissions during the reporting period and their effect
o Applicable M Not applicable

Reasons for not disclosing other environmental information

Not applicable

Il. Social Responsibility

For details, please refer to the ESG Report for 2023 disclosed by DRCO at www.cninfo.com.cn on April 27,
2024.

L Consolidating and Expanding Achievements in Poverty Alleviation While Revitalizing Rural

Areas

Not applicable
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Part VI.

I.  Fulfillment of Commitments

Important Matters

1. Commitments fulfilled during the reporting period or suspended at the end of the reporting

period by DRCO's de facto controllers, shareholders, related parties, acquirers and other committed

parties

M Applicable o Not applicable

c . . , . Status of
Reason ommitment | Commitme Description Commltme Comml_tme fulfillmen
maker nt type nt time nt period t
Commitme
nts made in
the
acquisition | Not
report or applicable
equity
change
report
Commitme
nts made
during Not
asset applicable
restructurin
g
1.The company
shares directly
or indirectly
held by DRCO
prior to the
proposed
offering shall
not be
transferred or
Commitme entrusted to
nts made ?t DR c ’ others,hor bg X December
the .t'r.n.e 0 Investment omrr:| mke E;ggré ?se Y| December 15, 2021 Performi
the initial | 7y, hai) co,, | NS tolock- CO,fora | 159021 | todune | ng
public Ltd up period of 36 15. 2025
offering or ' months from ’
refinancing the date of
listing of
DRCO's
shares.
2.1f the closing
price of the
company

shares is lower
than the issue
price for twenty

104




2023 Annual Report of DR Corporation Limited

consecutive
trading days
within six
months after
the listing of
DRCO; oris
less than the
issue price at
the end of the
six months after
the listing (June
15, 2022,
extended in
case of non-
trading day),
the lock-up
period when
the company
shares are held
by DRCO shall
be
automatically
extended by six
months (subject
to adjustment in
accordance
with the
relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by DRCO
during the
above-
mentioned
period).

3.In case of any
breach of the
relevant
commitments,
DRCO will
promptly
announce
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relevant facts
and reasons,
and will publicly
apologize to the
shareholders
and public
investors
except of force
majeure or
other reasons
beyond control.
Any profit made
as a result of
the non-
fulfillment of the
commitments
will belong to
DRCO. The
company shall
be held liable
for
compensating
DRCO or
investors in
accordance
with laws in the
event of any
loss that is
caused to
DRCO or
investors as a
result of the
non-fulfillment
of the relevant
commitment.
DRCO shall
have the right
to temporarily
withhold the
cash dividends
(if any) to which
the company is
entitled until
adverse impact
arising from the
non-fulfillment
of the relevant
commitments
have been fully
eliminated.

The above
commitments
shall not be
terminated due
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to the fact that
the company
steps down as
the controlling
shareholder of
DRCO.

1.The company
shares directly
or indirectly
held by DRCO
prior to the
proposed
offering shall
not be
transferred or
entrusted to
others; or be
repurchased by

DRCO, fora
. period of 36
Gongqlngche months from
ng Wendi
the date of
No.1 L
Investment listing of
M DRCO's
anagement shares
Partnership :
(LP), 2.If the closing
Commitme | Gongqgingche price of the
nts made at | ng Wendi company
the time of | No.2 Commitme | shares is lower December .
o : December | 15, 2021 Performi
the initial Investment nts to lock- | than the issue
. . 15, 2021 to June ng
public Management | up price for twenty 15. 2025
offering or | Partnership consecutive ’
refinancing | (LP), trading days
Gongqgingche within six
ng Wendi months after
No.3 the listing of
Investment DRCO; oris
Management less than the
Partnership issue price at
(LP) the end of the

six months after
the listing (June
15, 2022,
extended in
case of non-
trading day),
the lock-up
period when
the company
shares are held
by DRCO shall
be
automatically
extended by six
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months (subject
to adjustment in
accordance
with the
relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by DRCO
during the
above-
mentioned
period).

3.In case of any
breach of the
relevant
commitments,
DRCO wiill
promptly
announce
relevant facts
and reasons,
and will publicly
apologize to the
shareholders
and public
investors
except of force
majeure or
other reasons
beyond control.
Any profit made
as a result of
the non-
fulfillment of the
commitments
will belong to
DRCO. The
company shall
be held liable
for
compensating
DRCO or
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investors in
accordance
with laws in the
event of any
loss that is
caused to
DRCO or
investors as a
result of the
non-fulfillment
of the relevant
commitment.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

Zhang
Guotao and
Lu Yiwen

Commitme
nts to lock-

up

1.The company
shares directly
or indirectly
held by DRCO
prior to the
proposed
offering shall
not be
transferred or
entrusted to
others; or be
repurchased by
DRCO, for a
period of 36
months from
the date of
listing of
DRCO's
shares.

2.If the closing
price of the
company
shares is lower
than the issue
price for twenty
consecutive
trading days
within six
months after
the listing of
DRCO; oris
less than the
issue price at
the end of the
six months after
the listing (June
15, 2022,
extended in
case of non-
trading day),
the lock-up
period when

December
15, 2021

December
15, 2021
to June
15, 2025

Performi

ng
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the company
shares are held
by me shall be
automatically
extended by six
months (subject
to adjustment in
accordance
with the
relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by DRCO
during the
above-
mentioned
period).

3.Within six
months after
resignation, do
not transfer the
company
shares directly
or indirectly
held by oneself;
if | resign within
six months of
DRCO's shares
being listed, |
shall not
transfer any
shares held
directly or
indirectly in
DRCO within
18 months of
my resignation;
if | resign
between the
seventh and
twelfth months
of DRCO's
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shares being
listed, | shall
not transfer any
shares held
directly or
indirectly in
DRCO within
12 months of
my resignation.

4.In case of any
breach of the
relevant
commitments, |
will promptly
announce the
facts and
reasons for the
breach of
commitments,
and will publicly
apologize to
DRCO's
shareholders
and public
investors
except of force
majeure or
other reasons
beyond my
control. Any
profit made as
a result of the
non-fulfillment
of the relevant
commitments
will belong to
DRCO. | shall
be held liable
for
compensating
DRCO or
investors in
accordance
with laws in the
event of any
loss that is
caused to
DRCO or
investors as a
result of the
non-fulfillment
of the relevant
commitments.
DRCO shall
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have the right
to temporarily
withhold the
cash dividends
(if any) to which
| am entitled
and suspend
the payment of
my
remuneration or
allowances
during my
employment
with DRCO
until adverse
impact arising
from the non-
fulfillment of the
relevant
commitments
have been fully
eliminated.

The above
commitment
shall not
terminate if |
step down as
the actual
controller of
DRCO orifl
change my
position or
resign from
DRCO.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

DR
Investment
(Zhuhai) Co.,
Ltd.

Commitme
nts to share
reduction

In case of
reducing the
shareholding
within two
years after the
expiry of the
aforesaid lock-
up period,
DRCO will
exactly comply
with relevant
regulations of
the CSRC and
the SZSE on
share
reduction,
prudently
formulate a
share reduction
plan; reduce

June 16,
2025

June 16,
2025 to
June 15,
2027

Performi

ng
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the
shareholding by
law; make an
official
announcement
three trading
days prior to
the reduction;
and fulfill
information
disclosure
obligations in a
timely and
accurate
manner in
accordance
with the rules of
the SZSE. The
price for the
reduction
transaction
shall not be
lower than the
issue price
(subject to
adjustments in
accordance
with the
relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by DRCO
during the
above-
mentioned
period).

In case of any
breach of the
relevant
commitments,
DRCO will
promptly
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announce
relevant facts
and reasons,
and will publicly
apologize to the
shareholders
and public
investors
except of force
majeure or
other reasons
beyond control.
Any profit made
as a result of
the non-
fulfillment of the
commitments
will belong to
DRCO. The
company shall
be held liable
for
compensating
DRCO or
investors in
accordance
with laws in the
event of any
loss that is
caused to
DRCO or
investors as a
result of the
non-fulfillment
of the relevant
commitment.
DRCO shall
have the right
to temporarily
withhold the
cash dividends
(if any) to which
the company is
entitled until
adverse impact
arising from the
non-fulfillment
of the relevant
commitments
have been fully
eliminated.

The above
commitments
shall not be
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terminated due
to the fact that
the company
steps down as
the controlling
shareholder.

In case of
reducing the
shareholding
within two
years after the
expiry of the
aforesaid lock-
up period,
DRCO will
exactly comply
with relevant
regulations of
the CSRC and

Gonggingche the SZSE on

ng Wendi share

No.1 reduction,

Investment prudently

Management formulate a

Partnership share reduction

(LP), plan; reduce
Commitme | Gonggingche the _
nts made at | ng Wendi ISharehoil(dlng by une 16
the time of | No.2 Commitme | '/aw; make an , .
the initial Investment | nts to share | official ;‘égz 16, §025 ':05 Performi
public Management | reduction announce_ment 282? ) ng
offering or | Partnership three trading
refinancing | (LP), days prior to

Gonggingche the reduction;

ng Wendi and fulfill

No.3 information

Investment disclosure

Management obligations in a

Partnership timely and

(LP) accurate

manner in
accordance

with the rules of
the SZSE. The
price for the
reduction
transaction
shall not be
lower than the
issue price
(subject to
adjustments in
accordance
with the
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relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by DRCO
during the
above-
mentioned
period).

In case of any
breach of the
aforesaid
commitments,
DRCO will
promptly
announce the
facts and
reasons for the
breach of
commitments,
and will publicly
apologize to the
shareholders
and public
investors
except of force
majeure or
other reasons
beyond control.
Any profit made
as a result of
the non-
fulfillment of the
relevant
commitments
will belong to
DRCO. The
company shall
be held liable
for
compensating
DRCO or
investors in
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accordance
with laws in the
event of any
loss that is
caused to
DRCO or
investors as a
result of the
non-fulfillment
of the relevant
commitments.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

DR
Corporation
Limited

Commitme
nts to profit
distribution

policy

|. Treatment of
accumulated
profits before
the offering

According to
the resolution
of the Fourth
Extraordinary
General
Meeting of
Shareholders of
DRCO in 2020,
the
accumulated
undistributed
profits realized
before the
proposed public
offering of
shares will be
shared by the
new and
existing
shareholders of
DRCO after the
offering.

II. Dividend
distribution
policy after
initial public
offering
According to
the resolution
of DRCO's
Fourth
Extraordinary
General
Meeting of
Shareholders in
2020, DRCO’s
profit
distribution

December
15, 2021

Permanent
ly valid

Performi

ng
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policy after the
offering and
listing is as
follows:

1. Principles of
profit
distribution

DRCO
implements a
continuous and
stable profit
distribution
policy that
attaches
importance to
providing
investors with a
reasonable and
stable return on
their investment
and taking into
account the
long-term and
sustainable
development of
DRCO.

2. Form of profit
distribution

DRCO may
distribute
dividends in
cash, stock, or
a combination
of cash and
stock. DRCO
will give priority
to paying
dividends in
cash; if DRCO
is growing
rapidly,
dividends may
be paid in
shares or a
combination of
cash and
shares.

3. Cash
dividend policy
In principle,
DRCO makes
an annual cash
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profit
distribution if
the conditions
for cash profit
distribution are
met; DRCO
may make an
interim cash
profit
distribution if
appropriate. If
DRCO's
distributable
profit for the
year are
positive and
there are no
significant
investment
plans or
material cash
payments,
DRCO's annual
distribution of
profits in cash
shall not be
less than 10%
of the
distributable
profits realized
for the year.
Significant
investment plan
or material
cash payment
may be one of
the following
circumstances:

(1) DRCO's
proposed
external
investment,
acquisition of
assets or
purchase of
equipment over
the next twelve
months meets
or exceeds
50% of DRCO's
latest audited
net assets and
exceeds
RMB50 million;
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(2) DRCO's
proposed
external
investment,
acquisition of
assets or
purchase of
equipment over
the next twelve
months meets
or exceeds
30% of DRCO's
latest audited
total assets.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

DR
Investment
(Zhuhai) Co.,
Ltd., Zhang
Guotao and
Lu Yiwen

Commitme
nts on
horizontal
competition
, connected
transaction
s, and
capital
appropriatio
n

I. Commitment
on avoiding
horizontal
competition

1. As of the
date of this
commitment
letter, except
for the
company and
its wholly-
owned or
controlled
subsidiaries,
the company/I
and other
enterprises,
organizations
or entities
controlled by
the
company/me
are not
currently
engaged,
directly or
indirectly, in
any business
activities that
constitute
competition
with the main
business of the
company and
its wholly-
owned or
controlled
subsidiaries;

2. No

December
15, 2021

Permanent
ly valid

Performi

ng

120




2023 Annual Report of DR Corporation Limited

engagement or
association with
others, directly
or indirectly, is
allowed in any
business which
is the same as,
similar to or in
any way
competitive
with the issuer.

3. All of efforts
shall be made
to ensure other
affiliates of the
commitment
makers not to
deal in any
business that is
the same as,
similar to or in
any way
competitive
with the issuer.

4. No
investment
shall be
permitted in a
company,
enterprise or
other entity or
organization
whose
business is the
same as,
similar to or in
any way
competitive
with the issuer.

5. Any know-
how or
business
secrets, such
as sales
channels or
customer
information,
shall be
disclosed to
any other
company,
enterprise or
other entity,

121




2023 Annual Report of DR Corporation Limited

organization or
person whose
business is the
same as,
similar to or in
any way
competitive
with that of the
issuer.

6. If, in the
future, the
company/l get
any business
opportunity
from any third
party that may
compete with
the issuer in the
same line of
business, the
company/l will,
in accordance
with the
principle of the
priority of the
issuer, inform
the issuer
immediately
and assist the
issuer to the
extent possible
in obtaining
such business
opportunity;

7. If the
company/I
breach the
above
commitments
and cause
financial loss to
the issuer, the
company/| shall
be jointly and
severally liable
for all losses
suffered by the
issuer as a
result, and the
proceeds
obtained by
DRCO/l as a
result of such
breach shall
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accrue to the
issuer.

Il. Commitment
on reducing
and regulating
connected
transactions

1. The
company/| shall
try to avoid or
reduce the
occurrence of
connected
transactions
with DRCO and
the subsidiary
entities, and
urge the
associate
parities of the
company and
mine to avoid
or reduce the
connected
transactions
with DRCO and
the subsidiary
entities.

2. If the
transactions
between l/the
company or
relevant parities
of mine/the
company with
DRCO and the
subsidiary
entities are
necessary and
unavoidable,
I/the company
undertakes to
operate at
arm's length in
accordance
with market-
based
principles and
fair prices, and
comply with the
transaction
procedures and
information
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disclosure
obligations in
accordance
with the
relevant laws
and
regulations,
regulatory
documents,
rules of the
stock exchange
and the Articles
of Association
of DRCO, and
ensure that the
legitimate rights
and interests of
the issuer and
its other
shareholders or
stakeholders
are not
prejudiced by
connected
transactions.

3. If I/the
company or the
connected
party of
mine/the
company
breaches the
above
commitment,
I/the company
shall be held
liable for all the
liabilities arising
therefrom and
shall fully
compensate or
indemnify
DRCO and its
shareholders or
stakeholders
for all losses
caused
thereby.

4. This
commitment
letter shall take
effect from the
date of the
signature of
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mine/the
company and
shall expire on
the date when
12 months
have elapsed
since l/the
company cease
to be affiliated
with DRCO.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

DR
Corporation
Limited

Commitme
nts to post-
IPO price

stabilization

If, within three
years after the
listing of
DRCO's
shares, the
closing price of
DRCO (subject
to adjustments
in accordance
with the
relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by
DRCO) is lower
than DRCO's
audited net
asset value per
share in the
most recent
period for 20
consecutive
trading days
(excluding the
trading days on
which the
trading of
DRCO's shares
is suspended
for the whole
day, the same
below) not

December
15, 2021

December
15, 2021
to
December
14, 2024

Performi

ng
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because of
force majeure
factors
(hereinafter
referred to as
the "Triggering
Condition"),
DRCO and its
controlling
shareholders
as well as
directors (other
than
independent
directors) and
senior
management
undertake to
implement the
following price
stabilization
measures in
accordance
with the laws,
regulations and
DRCO's
Articles of
Association
without
affecting the
listing condition
of DRCO:

1. When the
Triggering
Condition is
met, DRCO will
convene the
Board Meeting
within 10
trading days to
discuss the
share
repurchase
proposal. The
repurchase
proposal
includes, but
not limited to,
the number of
shares to be
repurchased,
the repurchase
price range, the
source of funds
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for the
repurchase, the
impact of the
repurchase on
DRCO's share
price and
DRCO's
operation, etc.
After the
proposal is
passed by the
Board Meeting,
the
shareholders'
meeting will be
convened in
accordance
with laws to
review the
proposal
regarding share
buyback and
pass a
resolution
thereon, which
must be
approved by a
least 2/3 of the
voting rights
held by the
shareholders
present at the
meeting. The
specific
implementation
plan will be
announced
after DRCO
makes a
resolution at
the Board
meeting and
the general
meeting in
accordance
with laws.

2. After the
general
meeting of
shareholders
deliberates and
approves the
share
repurchase
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plan, DRCO will
notify the
creditors in
accordance
with laws, and
submit relevant
materials to the
securities
regulators, the
stock exchange
and other
competent
departments for
approval or
filing
procedures.
The
corresponding
share
repurchase
plan will be
initiated 10
trading days
after the
completion of
all necessary
approval, filing,
information
disclosure and
other relevant
procedures.
Following the
share
repurchase,
DRCO's equity
distribution will
continue to
comply with the
listing
requirements.

3. The
repurchase
period shall not
exceed three
months from
the date of
approval of the
final share
repurchase
plan by the
general
meeting or the
Board of
Directors.
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4. DRCO wiill
repurchase the
shares with its
own funds at a
price not higher
than the latest
audited net
asset value per
share (subject
to adjustments
in accordance
with the
relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by DRCO
after the base
date of the
audit), and the
buyback shall
be made by
way of call
auction trading,
tender offer or
other means
approved by
the securities
regulators.
However, if
DRCO's share
price no longer
meets the
conditions for
initiating price
stabilization
measures prior
to the
implementation
of the share
repurchase
plan, DRCO
may
discontinue the
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plan.

5. The total
amount of
funds used by
DRCO to
repurchase
shares shall not
exceed the total
amount of
funds raised
from DRCO's
initial public
offering of
ordinary shares
in RMB (A
shares), and
the amount of
funds used to
repurchase
shares in a
single fiscal
year shall not
exceed 20% of
the audited net
profit
attributable to
shareholders of
the parent
company for
the previous
fiscal year, and
the number of
shares
repurchased in
a single fiscal
year shall not
exceed 2% of
the total share
capital of
DRCO.

6. If DRCO
breaches any
of the foregoing
commitments, it
will promptly
disclose the
facts and
reasons for the
breach and,
except of force
majeure or
other reasons
beyond
DRCO's
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control, will
apologize to
DRCO's
shareholders
and public
investors and at
the same time
propose
supplementary
or alternative
commitments to
protect the
interests of
investors as far
as possible.

1. When the
Triggering
Condition for
DRCO is met,
the company
will increase
our
shareholdings
in DRCO in
accordance
with laws and
regulations
including the
Measures for
the
Administration
Commitme of the Takeover
nts made at of Listed December

DR Commitme .
the time of Companies in 15, 2021
Investment nt to post- any of the December to

the initial ; i
(Zhuhai) Co., | IPOprice | fi0ving cases: | 192921 | pocember

public Ltd stabilization
offering or @ The closing 14, 2024

refinancing

Performi
ng

price of the
DRCO is lower
than its latest
net asset value
per share for
each of the 10
consecutive
trading days
from the day
after DRCO
completes its
share
repurchase
plan (subject to
adjustments in
accordance
with the
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relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by DRCO
after the base
date of the
audit).

@ The
Triggering
Condition is
again triggered
within 3 months
from the day
after DRCO
completes the
implementation
of its share
repurchase
plan.

3 DRCO
cannot
implement the
share
repurchase
plan.

2. Within two
trading days
after the
Triggering
Condition is
satisfied, the
company will
notify the Board
of Directors of
DRCO which
will then publish
an
announcement
on the increase
of our holdings.
The company
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will commence
the increase on
the day
following the
announcement
and shall
complete the
increase within
30 trading days
after the
relevant legal
procedures are
fulfilled.

3. To stabilize
the stock price,
the company
will buy shares
of DRCO
through auction
trading on the
secondary
market at a
price of not
higher than the
latest audited
net asset value
per share
(subject to
adjustments in
accordance
with the
relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by DRCO
after the base
date of the
audit).
However, if the
share price of
DR Corporation
Limited no
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longer meets
the conditions
for initiating
price
stabilization
measures
within three
trading days
after it
discloses our
share purchase
plan, the
company may
discontinue the
proposed share
purchase plan.

4. The amount
of funds used
by the company
for every single
holding
increase shall
not be less than
10% nor more
than 20% of the
accumulated
cash dividends
received from
DRCO in the
last three fiscal
years; the total
amount of
funds used for
holding
increases in a
single fiscal
year shall not
exceed 50% of
the
accumulated
cash dividends
received from
DRCO in the
most recent
three fiscal
years; and the
number of
shares
purchased in a
single fiscal
year shall not
exceed 2% of
the total share
capital of
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DRCO.
Following the
increase of our
shareholding,
the equity
distribution of
DRCO will
continue to
comply with the
listing
requirements.

5. The
company
undertakes not
to sell the
additional
shares within
six months of
completion of
the proposed
increase.

6. If the
company
breaches any
of the foregoing
commitments,
DRCO will
promptly
disclose the
facts and
reasons for the
breach and,
except of force
majeure or
other reasons
beyond our
control, we will
apologize to
shareholders
and public
investors of
DRCO who
have the right
to temporarily
withhold the
cash dividends
(if any) that the
company
should enjoy
until the
corresponding
measures are
taken and
implemented as
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committed.

The above
commitments
shall not be
terminated due
to the fact that
the company
stepped down
as the
controlling
shareholder of
DRCO.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

Zhang
Guotao, Lu
Yiwen, Wei
Qingxing,
Huang
Shuirong, Hu
Xiaoming,
Chen
Qisheng and
Lin Zhenghai

Commitme
nt to post-
IPO price
stabilization

1. When the
Triggering
Condition for
DRCO is met, |
will increase my
shareholdings
in DRCO in
accordance
with laws and
regulations
including the
Measures for
the
Administration
of the Takeover
of Listed
Companies and
the Rules on
the
Management of
Shares Held by
the Directors,
Supervisors
and Senior
Management
Officers of
Listed
Companies and
the Changes
Thereof in any
of the following
cases:

(D The closing
price for each
of the 10
consecutive
trading days
from the day
after the
controlling
shareholder's

December
15, 2021

December
15, 2021
to
December
14, 2024

Performi

ng
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shareholding
increase plan is
implemented is
lower than the
latest audited
net asset value
per share (ex-
rights and ex-
dividend
treatment shall
be made in the
event of equity
distribution,
conversion of
reserves into
share capital or
rights issue
after the base
date of the
audit).

@ The
Triggering
Condition is
again triggered
within 3 months
from the day
after the
controlling
shareholder
completes its
shareholding
increase plan.

® The
controlling
shareholder
cannot
implement the
share
repurchase
plan.

2. Within two
trading days
after the
Triggering
Condition is
satisfied, | will
notify the Board
of Directors of
DRCO which
will then publish
an
announcement
on my
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shareholding
increase. | will
commence the
increase on the
day following
the
announcement
and shall
complete the
increase within
30 trading days
after the
relevant legal
procedures are
fulfilled.

3. To stabilize
the stock price,
I will buy
shares of
DRCO through
auction trading
on the
secondary
market at a
price of not
higher than the
latest audited
net asset value
per share (ex-
rights and ex-
dividend
treatment shall
be made in the
event of equity
distribution,
conversion of
reserves into
share capital or
rights issue
after the base
date of the
audit).
However, if the
share price of
DRCO no
longer meets
the conditions
for initiating
price
stabilization
measures
within three
trading days
after DRCO
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discloses my
share purchase
plan, | may
discontinue the
proposed share
purchase plan.
The funds used
for a single
increase in
shareholding
shall not be
less than 20%
of the total
after-tax
remuneration
received from
DRCO in the
previous year;
the funds used
to increase
shareholdings
in a single fiscal
year shall not
be more than
50% of the total
after-tax
remuneration
received from
DRCO in the
previous year;
and the
cumulative
increase in
shareholding in
a single fiscal
year shall not
exceed 2% of
the enlarged
share capital of
DRCO.

4. | undertakes
not to sell the
additional
shares within
six months of
completion of
the proposed
increase, and
guarantee that
the increase in
my
shareholding
shall not cause
the
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shareholding
distribution of
DRCO to fail to
meet the listing
conditions.

5. If | breach
any of the
foregoing
commitments,
DRCO will
promptly
disclose the
facts and
reasons for the
breach and,
except of force
majeure or
other reasons
beyond my
control, | will
apologize to
shareholders
and public
investors of
DRCO who will
cease to pay
me
remuneration or
allowances
within five
trading days
from the
foregoing, and
the shares of
DRCO held
directly or
indirectly by me
shall not be
transferred.
Meanwhile,
DRCO shall
have the right
to temporarily
withhold the
cash dividends
(if any) that |
should enjoy
until the
corresponding
measures are
taken and
implemented as
committed.

The above
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commitment
will not be
terminated due
to the change
of my position
or resignation.

If the issuer
and its
subsidiaries
receive a notice
of correction
from the
competent
administrative
authorities
because the
properties
leased by them
have not been
registered for
lease filing in
accordance
with the laws,
regulations and

normative
Commitme | documents
: nts to currently in
Commitme DR compensati | force, the
e ”.”ade gl Investment ng the company/l will
:E: f:ng IOf (Zhuhai) Co., | issuer for actively December | Permanent | Performi
. Ltd., Zhang possible supervise the 15, 2021 ly valid ng
pUbI'.C Guotao and losses due | issuer and its
offgnng or Lu Yiwen to the subsidiaries to
refinancing leased make
property rectification in
accordance
with the
requirements.
In the event
that the issuer
and its
subsidiaries

suffer financial
losses due to
failure to
register the
lease, defects
in the title of the
leased property
or defects in
the rights of the
lessor, defects
in the
properties built
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on the leased
collective land
or
administratively
allocated land,
the company/I
shall agree to
use our own
funds to fully
compensate
the issue and
its subsidiaries
so that they do
not suffer any
financial losses
as a result.

In the event
that the issuer
orits
subsidiaries are
required by the
competent
authorities to
make

retroactive
Commitme payn_wents due
nt to to failure to
Commitme DR retroactive Lna?i(ni;ﬁil of
nts made at | | esiment payment of | ¢, cial security
the time of . social Rt )
the initial (Zhuhai) Co., security contr_lbutlons or December Perm.anent Performi
S I(_atd.,chang(;:J contribution hou5|gg fundin | 15, 2021 ly valid ng
el ous_lch t company/| shall
proveent | be fully liable
for the
retroactive
payments and
shall ensure
that the issuer
orits
subsidiaries
shall not suffer
any financial
loss as a result.
Commitme Binding 1. In the event
nts made at measures ?rf a bll'eachtof
i i e relevan
il i i g?r oration If:]iﬁfrztigf commitments, December Perm.anent Performi
the initial P : 15,2021 | ly valid n
public Limited fulfill DRCO will ’ y g
offering or commitmen | Promptly
refinancing ts disclose the
fact and
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reasons for the
breach and,
except for force
majeure or
other reasons
beyond
DRCO's
control, DRCO
will make a
public apology
to its
shareholders
and public
investors;

2. If the failure
to fulfill the
relevant
commitments
caused losses
to investors,
DRCO shall
compensate
investors for
losses in
accordance
with laws.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

DR
Investment
(Zhuhai) Co.,
Ltd.

Binding
measures
in case of
failure to
fulfill
commitmen
ts

1. In the event
of a breach of
the relevant
commitments,
the company
will promptly
disclose the
fact and
reasons for the
breach and,
except for force
majeure or
other reasons
beyond our
control, the
company will
make a public
apology to
DRCO’s
shareholders
and public
investors.

2. Any profit
made as a
result of the
non-fulfillment
of the relevant

December
15, 2021

Permanent
ly valid

Performi

ng
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commitments
will belong to
the company.
The company
shall be held
liable for
compensating
DRCO or
investors in
accordance
with laws in the
event of any
loss that is
caused to
DRCO or
investors as a
result of the
non-fulfillment
of the relevant
commitments.

3. In the event
of a breach of
the relevant
commitments,
DRCO shall be
entitled to
withhold the
cash dividends
(if any) to which
the company is
entitled until the
adverse impact
arising from the
non-fulfillment
of the relevant
commitments
has been fully
eliminated.

Zhang 1. In the event

Guotao, Lu of a breach of

Yiwen, Wei the relevant

Qingxing, commitments, |
Commitme | Huang Binding will promptly
nts made at | Shuirong, HU | measures | disclose the

: Xiaoming, ; fact and _

:E: f:ng IOf Chen 'fgiﬁjarzetgf reasons for the | December | Permanent | Performi
public Qisheng, Li | fyrill breach and, 15,2021 | ly valid ng
offering or Yang, Liang | commitmen | €xcept for force
refinancing Jun, Zhong ts majeure or

Min, Lin other reasons

Zhenghai, beyond my

Zhao control, | will

Ranran, Yin make a public

Luwen and apology to
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Wang Tong DRCO’s
shareholders
and public
investors;

2. Any profit
made as a
result of the
non-fulfillment
of the relevant
commitments
will belong to
DRCO. The
obligator shall
be held liable
for
compensating
DRCO or
investors in
accordance
with laws in the
event of any
loss that is
caused to
DRCO or
investors as a
result of the
non-fulfillment
of the relevant
commitments.

3. In the event
of a breach of
the relevant
commitments,
DRCO shall be
entitled to
withhold the
cash dividends
(if any) to which
| am entitled
and suspend
the payment of
my
remuneration or
allowances
during my
employment
with DRCO
until the
adverse impact
arising from the
non-fulfillment
of the relevant
commitments
has been fully
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eliminated.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

DR
Corporation
Limited

Commitme
nts relating
to
disclosing
shareholder
information
when
applying for
initial public
offering and
listing on
the ChiNext
Market

1. DRCO has
disclosed the
information of
shareholders in
the prospectus
in a true,
complete and
accurate
manner;

2. There are no
cases of proxy
shareholding or
fiduciary
shareholding in
DRCO's
development
history, and
there are no
disputes or
potential
disputes over
equities, etc.

3. No
stockholders
directly or
indirectly hold
shares of the
issuer, which is
prohibited by
laws and
regulations.

4. No
intermediary
participating
into the offering
orits
supervisor,
senior
management or
managerial
personnel
directly or
indirectly hold
shares of the
issuer.

5. DRCO does
not have any
improper
transfer of
benefits with
the issuer's

December
15, 2021

Permanent
ly valid

Performi

ng
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equity.

6. If DRCO
breaches the
above
commitments, it
will be liable for
all legal
consequences
arising
therefrom.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

Zhang
Guotao and
Lu Yiwen

Share
reduction
commitmen
t

After the expiry
of the lock-up
commitment, |
will declare
annually to
DRCO the
shares | have
owned directly
or indirectly in
DRCO and any
changes
therein during
my tenure as a
director,
supervisor or
senior manager
of DRCO. The
shares
transferred
each year will
not exceed
25% of the total
number of
shares | hold
directly or
indirectly in
DRCO.

In case of
reducing the
shareholding
within two
years after the
expiry of the
lock-up period,
I will exactly
comply with the
relevant
regulations of
the CSRC and
the SZSE on
shareholding
reduction,
prudently

June 16,
2025

June 16,
2025 to
June 15,
2027

Performi

ng
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formulate a
shareholding
reduction plan,
reduce the
shareholding
through lawful
means, and
make an
announcement
through DRCO
three trading
days prior to
the reduction,
and fulfill
information
disclosure
obligations in a
timely and
accurate
manner in
accordance
with the rules of
the SZSE. The
reduction price
shall not be
lower than the
issue price
(subject to
adjustments in
accordance
with the
relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
additional
shares or rights
issue by DRCO
during the
above-
mentioned
period).

In case of any
breach of the
relevant
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commitments, |
will promptly
announce the
facts and
reasons for the
breach of
commitments,
and will publicly
apologize to
DRCO's
shareholders
and public
investors
except of force
majeure or
other reasons
beyond my
control. Any
profit made as
a result of the
non-fulfillment
of the relevant
commitments
will belong to
DRCO. I shall
be held liable
for
compensating
DRCO or
investors in
accordance
with laws in the
event of any
loss that is
caused to
DRCO or
investors as a
result of the
non-fulfillment
of the relevant
commitments.
DRCO shall
have the right
to temporarily
withhold the
cash dividends
(if any) to which
| am entitled
and suspend
the payment of
my
remuneration or
allowances
during my
employment
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with DRCO
until adverse
impact arising
from the non-
fulfillment of the
relevant
commitments
have been fully
eliminated.

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

DR
Corporation
Limited

Share
repurchase
commitmen
t

If, as a result of
a false record,
misleading
statement or
material
omission in the
prospectus for
DRCO's
proposed
offering and
listing, which
constitutes a
material and
substantial
effect on the
determination
of whether
DRCO
complies with
the offering
conditions as
required by
laws, within 10
working days
from the date
such illegal
facts are
determined by
the CSRC, the
stock exchange
or a competent
authority such
as a judicial
authority,
DRCO will
initiate the
share
repurchase
procedure in
accordance
with laws to
repurchase all
the new shares
in the initial
public offering.

December
15, 2021

Permanent
ly valid

Performi

ng
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The repurchase
price shall be
no less than the
issue price of
DRCO's shares
plus interest on
deposits with
banks for the
same period
from the issue
of the shares to
the time of
repurchase (the
above price will
be adjusted
accordingly in
the event of ex-
dividend or ex-
rights actions
such as
dividend
payment,

bonus issue,
conversion of
reserves into
share capital,
issuance of
additional
shares or rights
issue after the
listing of
DRCO).

Commitme
nts made at
the time of
the initial
public
offering or
refinancing

DR
Investment
(Zhuhai) Co.,
Ltd., Zhang
Guotao and
Lu Yiwen

Share
repurchase
commitmen
t

If, as a result of
a false record,
misleading
statement or
material
omission in the
prospectus for
DRCO's
proposed
offering and
listing, which
constitutes a
material and
substantial
effect on the
determination
of whether
DRCO
complies with
the offering
conditions as
required by

December
15, 2021

Permanent
ly valid

Performi

ng

151




2023 Annual Report of DR Corporation Limited

laws, within 10
working days
from the date
such illegal
facts are
determined by
the CSRC, the
stock exchange
or a competent
authority such
as a judicial
authority, the
company/| will
initiate the
share buyback
procedure in
accordance
with laws to buy
back all
restricted
shares having
been
transferred, and
the
consideration
for such
buyback will not
be lower than
the issue price
of DRCO plus
the interest on
deposits with
banks for the
same period
from the time of
stock issuance
to the time of
buyback
(subject to
adjustment in
accordance
with the
relevant
regulations of
CSRC and
SZSE in the
event of ex-
rights and ex-
dividend events
such as
dividend
distribution,
bonus issue,
transfer of
shares, issue of
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additional
shares or rights
issue by DRCO
during the
above-
mentioned
period). At the
same time, the
company/l will
urge DRCO to
repurchase all
of its new
shares issued
during the IPO.

1. The
company/I
undertake and
guarantee that
there is no
fraud in the
proposed
offering and
listing of
DRCO;

2. If DRCO

OR does not meet

Commitme . Commitme | the listing
Corporation | 4 "1 2re | conditions, but

nts made at | ;. .
the time of | ited, DR repurchase | fraudulently

- Investment : obtains the December | Permanent | Performi
Lhueb:ir;'“a' (Zhuhai) Co., 'f?a‘l’zsu‘?e?]ft ssuance 15,2021 | lyvald | ng
S o Ltd., Zhang offering and | registration and
refinancing Guotao and listing has been listed,

Lu Yiwen the company/I
will take share
repurchase
process to buy
back all new
stocks publicly
issued by
DRCO within 5
days after
confirmed by
competent
authorities like
CSRC.
Commitme Measures | The proposed
nts made at for and public offering
LR IS el DR , commitmen may lead to December | Permanent | Performi
the initial Corporation ts to cover | dilution of 15 2021 ly valid ng
publiC lelted dI|Uted investors' ’
offering or immediate | immediate
refinancing returns returns. In
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order to further
implement the
relevant
provisions of
the Opinions of
the General
Office of the
State Council
on Further
Strengthening
the Protection
of the
Legitimate
Rights and
Interests of
Small and
Medium-sized
Investors in the
Capital Market
(Guo Ban Fa
[2013] No.
110), optimize
the investment
return
mechanism and
safeguard the
legitimate rights
and interests of
small and
medium-sized
investors,
DRCO intends
to take
following
measures to
enhance
DRCO's
profitability and
strengthen
DRCO's ability
to sustain
returns:

1. Strengthen
the main
business and
improving
DRCO's
sustainable
profitability:

DRCO is
mainly engaged
in brand
operation,
customized
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sales, R&D and
design of
jewelry, and
customizes
high-quality
diamond-inlaid
jewelry such as
engagement
and wedding
rings. To
consolidate its
core business,
DRCO will take
advantage of
the rapid
development of
China's jewelry
industry.
Through the
proposed public
offering and
listing, DRCO
will enhance its
brand image
and influence,
expand its
marketing
network,
strengthen its
information
systems and
improve its
creative design
ability of
diamond
jewelry. DRCO
will consolidate
its industry
leadership and
sharpen its
sustainable
profitability by
enhancing its
core
competitivenes
s in terms of
brand strength,
capital strength,
marketing
network
coverage and
product design
capability.

2. Accelerate
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the investment
progress of
proceeds-
funded
projects,
improve the
efficiency of
capital
utilization, and
strive to
achieve the
expected
returns from the
projects soon
as possible

The proceeds-
funded projects
include
marketing
network
construction,
information
system
construction,
the R&D and
creative design
center for
diamond
jewelry and
working capital
replenishment,
all of which are
related to
DRCO's main
business.
DRCO will
speed up the
construction
progress of
these projects
and improve
the capital
utilization to
enhance its
profitability as
soon as
possible.
Meanwhile, the
use of the
proceeds will
be strictly
managed to
ensure the
smooth
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progress of the
proceeds-
funded
projects. These
projects will
help DRCO
further enhance
its market
competitivenes
s, consolidate
its existing
sales channel
advantages
and R&D and
design
capabilities,
increase
expand the
market share of
its main
business, and
increase the
return for
shareholders.

3. Increase the
efficiency of
daily
operations,
reduce
operating costs,
and improve
business
performance

DRCO will
further reduce
its operating
costs through
reasonable
means, and
improve
internal control,
operating
efficiency and
profitability. At
the same time,
DRCO will
strive to
improve the
human
resources
management
and the
supporting
compensation
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system to
motivate
employees at
all levels,
continue to
attract top
talents and
strengthen
talent training,
optimize the
talent pools and
reduce the risk
of brain drain,
hence laying a
solid foundation
for its rapid
development.

4. Refine the
profit
distribution
policy, and
optimize the
return on
investment
mechanism

In order to
establish a
continuous,
stable and
scientific
mechanism for
investors
regarding the
return on
investment and
to ensure the
continuity and
stability of the
profit
distribution
policy through
the systematic
institutional
arrangements,
DRCO has, in
accordance
with the
relevant
requirements,
clarified the
specific
conditions, ratio
and form of
profit
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distribution,
improved the
decision-
making
procedures and
mechanism for
profit
distribution as
well as the
principles for
adjusting the
profit
distribution
policy. DRCO
will distribute
profits in strict
accordance
with the Articles
of Association
and other
regulations,
formulate and
implement a
continuous and
stable cash
dividend plan,
and further
improve the
profit
distribution
system,
especially the
cash dividend
policy where
necessary,
refine the
investor return
mechanism,
and effectively
safeguard the
legitimate rights
and interests of
investors and
improve the
mechanism for
protecting the
rights and
interests of
minority
investors.

5. Further
improving the
protection
system for
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minority
investors

DRCO has
formulated a
series of
systems such
as the Investor
Relations
Management
System and the
Information
Disclosure
Management
System to fully
protect the
rights of
minority
investors to be
informed and to
participate in
decision-
making, and
such
institutional
arrangements
ensure their
rights to access
the corporate
information,
choose
management
officers and
participate in
major
decisions.
DRCO
undertakes to
further improve
the relevant
systems for
protecting
minority
protectors in
accordance
with the
implementation
rules or
requirements
issued by
regulatory
authorities
including the
CSRC and the
stock exchange
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as well as the
common
practices of
listed peers.

The above-
mentioned
measures are
designed to not
only ensure the
effective use of
the funds
raised by
DRCO and but
also prevent
the risk of
diluting the
immediate
return by the
proposed
offering, which
are conducive
to sharpening
DRCO's core
competitivenes
s and
sustainable
profitability,
increasing its
future earnings
and enhancing
the return for
shareholders.
However, due
to the objective
existence of
interna