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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements

ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited, in thousands except par value per share)

 
September 30,

2025
June 30,

2025
ASSETS

Current assets:
Cash and cash equivalents $ 223,509  $ 153,079 
Restricted cash 421  419 
Accounts receivable, net 37,099  34,772 
Receivable from sale of equity interest in the JV Company 56,410  — 
Inventories 196,156  189,677 
Other current assets 17,689  18,215 

Total current assets 531,284  396,162 
Property, plant and equipment, net 309,677  314,097 
Operating lease right-of-use assets 24,212  21,288 
Intangible assets, net 1,380  269 
Equity method investment 140,825  279,122 
Deferred income tax assets 7,981  599 
Other long-term assets 22,190  22,766 

Total assets $ 1,037,549  $ 1,034,303 

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Accounts payable $ 49,136  $ 60,044 
Accrued liabilities 68,176  59,027 
Payable related to equity investee, net 21,157  15,809 
Income taxes payable 13,115  1,790 
Short-term debt 2,925  11,852 
Finance lease liabilities 1,026  1,007 
Operating lease liabilities 5,782  4,978 

Total current liabilities 161,317  154,507 
Long-term debt 2,879  14,872 
Income taxes payable - long-term 4,276  4,201 
Deferred income tax liabilities 12,309  13,192 
Finance lease liabilities - long-term 1,011  1,274 
Operating lease liabilities - long-term 19,149  16,925 
Other long-term liabilities 2,504  7,000 

Total liabilities 203,445  211,971 
Commitments and contingencies (Note 12)
Shareholders' Equity:

Preferred shares, par value $0.002 per share:
Authorized: 10,000 shares; issued and outstanding: none at September 30, 2025 and June 30, 2025 —  — 

Common shares, par value $0.002 per share:
Authorized: 100,000 shares; issued and outstanding: 37,171 shares and 30,053 shares, respectively at September 30, 2025 and 37,127 shares
and 30,009 shares, respectively at June 30, 2025 74  74 
Treasury shares at cost: 7,118 shares at September 30, 2025 and 7,118 shares at June 30, 2025 (79,058) (79,058)

Additional paid-in capital 386,470  379,779 
Accumulated other comprehensive loss (5,187) (12,390)
Retained earnings 531,805  533,927 

Total shareholders' equity 834,104  822,332 
Total liabilities and shareholders' equity $ 1,037,549  $ 1,034,303 

See accompanying notes to these condensed consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF LOSS

(Unaudited, in thousands except per share data)

Three Months Ended September 30,
  2025 2024

Revenue $ 182,501  $ 181,887 
Cost of goods sold 139,656  137,361 

Gross profit 42,845  44,526 
Operating expenses

Research and development 24,145  22,478 
Selling, general and administrative 23,284  22,300 
Total operating expenses 47,429  44,778 

Operating loss (4,584) (252)
Other income (loss), net 2,468  (650)
Interest income 892  1,265 
Interest expenses (360) (812)

Net loss before income taxes and equity method investment income (loss) (1,584) (449)

Income tax expense 1,927  1,040 
Net loss before equity method investment income (loss) (3,511) (1,489)
Equity method investment income (loss) 1,389  (1,007)
Net loss $ (2,122) $ (2,496)

Net loss per common share
Basic $ (0.07) $ (0.09)
Diluted $ (0.07) $ (0.09)

Weighted average number of common shares used to compute net loss per share
Basic 30,036  29,004 
Diluted 30,036  29,004 

(1) - Amounts include related party transactions. Refer to Note 3, Related Party Transaction.

See accompanying notes to these condensed consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Unaudited, in thousands)

Three Months Ended September 30,
2025 2024

Net loss $ (2,122) $ (2,496)
Other comprehensive income (loss), net of tax

Foreign currency translation adjustments, net of $(476) and $103 tax in each of the three months ended September 30, 2025
and 2024, respectively (789) (159)
Cumulative translation adjustment release from sale of equity interest in the JV Company, net of tax $(1,209) 7,992  — 

Comprehensive income (loss) $ 5,081  $ (2,655)

See accompanying notes to these condensed consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

(Unaudited, in thousands)

Common Shares Treasury Shares
Additional Paid-

In Capital
Accumulated Other
Comprehensive Loss

Retained
Earnings

Total Shareholders'
Equity

Shares Amount Shares Amount

Balance, June 30, 2024 36,107  $ 72  (7,138) $ (79,213) $ 353,109  $ (13,419) $ 631,058  $ 891,607 
Exercise of common stock options and release of restricted
stock units 73  —  —  —  91  —  —  91 
Withholding tax on restricted stock units (18) —  —  —  (673) —  —  (673)
Share-based compensation —  —  —  —  6,902  —  —  6,902 
Net loss —  —  —  —  —  —  (2,496) (2,496)
Foreign currency translation adjustment, net of tax —  —  —  —  —  (159) —  (159)

Balance, September 30, 2024 36,162  $ 72  (7,138) $ (79,213) $ 359,429  $ (13,578) $ 628,562  $ 895,272 

Common Shares Treasury Shares
Additional Paid-

In Capital
Accumulated Other

Comprehensive Income
(Loss)

Retained
Earnings

Total Shareholders'
Equity

Shares Amount Shares Amount
Balance, June 30, 2025 37,127  $ 74  (7,118) $ (79,058) $ 379,779  $ (12,390) $ 533,927  $ 822,332 

Release of restricted stock units 60  —  —  —  —  —  —  — 
Withholding tax on restricted stock units (16) —  —  —  (441) —  —  (441)
Share-based compensation —  —  —  —  7,132  —  —  7,132 
Net loss —  —  —  —  —  —  (2,122) (2,122)
Foreign currency translation adjustment, net of tax —  —  —  —  —  7,203  —  7,203 

Balance, September 30, 2025 37,171  $ 74  (7,118) $ (79,058) $ 386,470  $ (5,187) $ 531,805  $ 834,104 

See accompanying notes to these condensed consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited, in thousands)

Three Months Ended September 30,
2025 2024

Cash flows from operating activities
Net loss $ (2,122) $ (2,496)
Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation and amortization 14,341  14,562 
Equity method investment (gain) loss (1,389) 1,007 
Share-based compensation expense 7,132  6,902 
Deferred income taxes, net (8,265) (221)
Loss on disposal of property and equipment —  15 
Impairment of property and equipment 7  — 
Impairment of privately-held investment —  100 

Changes in operating assets and liabilities
Accounts receivable (2,327) (12,045)
Inventories (6,480) 10,782 
Contract assets —  (3,050)
Other current and long-term assets 840  137 
Accounts payable (9,182) (1,519)
Net payable, equity investee 5,348  3,513 
Income taxes payable 11,400  641 
Deferred revenue —  (2,591)
Accrued and other liabilities 884  (4,716)

Net cash provided by operating activities 10,187  11,021 
Cash flows from investing activities

Proceeds from sale of equity interest in the JV Company 92,100  — 
Purchases of property and equipment (9,767) (6,918)
Purchase of intangible assets (388) — 
Government grant related to equipment —  180 

Net cash provided by (used in) investing activities 81,945  (6,738)
Cash flows from financing activities

Withholding tax on restricted stock units (441) (673)
Proceeds from exercise of stock options —  91 
Repayments of borrowings (20,948) (2,897)
Principal payments on finance leases (245) (227)

Net cash used in financing activities (21,634) (3,706)
Effect of exchange rate changes on cash, cash equivalents and restricted cash (66) 105 
Net increase in cash, cash equivalents and restricted cash 70,432  682 
Cash, cash equivalents and restricted cash at beginning of period 153,498  175,540 
Cash, cash equivalents and restricted cash at end of period $ 223,930  $ 176,222 

Supplemental disclosures of non-cash investing and financing information:
Property and equipment purchased but not yet paid $ 4,738  $ 2,507 

Reconciliation of cash, cash equivalents, and restricted cash:
Cash and cash equivalents $ 223,509  $ 176,008 
Restricted cash 421  214 
Total cash, cash equivalents, and restricted cash $ 223,930  $ 176,222 

See accompanying notes to these condensed consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. The Company and Significant Accounting Policies

The Company

Alpha and Omega Semiconductor Limited and its subsidiaries (the “Company”, “AOS”, “we” or “us”) design, develop and supply a broad range of power semiconductors. The
Company's portfolio of products targets high-volume applications, including personal computers, graphic cards, game consoles, home appliances, power tools, smart phones, battery
packs, consumer and industrial motor controls and power supplies for computers, servers and telecommunications equipment. The Company conducts its operations primarily in the
United States, Hong Kong, China, and South Korea.

Basis of Preparation

The accompanying unaudited Condensed Consolidated Financial Statements have been prepared in accordance with accounting principles generally accepted in the United
States (“U.S. GAAP”) for interim financial information and with the instructions to Article 10 of Securities and Exchange Commission Regulation S-X, as amended. They do not
include all information and footnotes necessary for a fair presentation of financial position, results of operations and cash flows in conformity with U.S. GAAP for complete financial
statements. These Condensed Consolidated Financial Statements should be read in conjunction with the consolidated financial statements and related notes contained in the
Company’s Annual Report on Form 10-K for the fiscal year ended June 30, 2025. For a complete discussion of the Company's accounting policies, refer to Part II, Item 8, Note 1 —
Significant Accounting Policies in our 2025 Form 10-K. All significant intercompany balances and transactions have been eliminated in consolidation. In the opinion of management,
all adjustments (consisting of normal recurring adjustments and accruals) considered necessary for a fair presentation of the results of operations for the periods presented have been
included in the interim periods. Operating results for the three months ended September 30, 2025 are not necessarily indicative of the results that may be expected for the fiscal year
ending June 30, 2026 or any other interim period. The consolidated balance sheet at June 30, 2025 is derived from the audited financial statements included in the Company’s Annual
Report on Form 10-K for the fiscal year ended June 30, 2025.

Use of Estimates

The preparation of the consolidated financial statements in conformity with U.S. GAAP requires the Company to make estimates, judgments and assumptions that affect the
reported amounts of assets, liabilities, revenue and expenses. To the extent there are material differences between these estimates and actual results, the Company's consolidated
financial statements will be affected. On an ongoing basis, the Company evaluates the estimates, judgments and assumptions including those related to reserve of stock rotation
returns, allowance for price adjustments, allowance for expected credit loss, inventory reserves, warranty accrual, income taxes, leases, share-based compensation, and recoverability
of and useful lives for property, plant and equipment.

Recent Accounting Pronouncements
    

Recently Adopted Accounting Standards

In December 2023, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2023-09, “Income Taxes (Topic 740) – Improvements to
Income Tax Disclosures”, which enhances the transparency, effectiveness and comparability of income tax disclosures by requiring consistent categories and greater disaggregation of
information related to income tax rate reconciliations and the jurisdictions in which income taxes are paid. This will impact only the Company's disclosures for the annual reporting
period ending June 30, 2026, with no impacts to its financial condition or results of operations.

Recently Issued Accounting Standards not yet adopted

In November 2024, the FASB issued ASU No. 2024-03, “Income Statement – Reporting Comprehensive Income – Expense Disaggregation Disclosures”, which improves
disclosure requirements and provides more detailed information about an entity’s expenses, specifically amounts related to purchases of inventory, employee compensation,
depreciation, intangible asset amortization, and selling expenses, along with qualitative descriptions of certain other types of expenses. This guidance is effective for fiscal years
beginning after December 15, 2026, and interim periods within fiscal years beginning after December
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

15, 2027, with early adoption permitted. The Company is currently evaluating the impact of the ASU on its consolidated financial statements.

In July 2025, the FASB issued ASU No. 2025-05, “Financial Instruments – Credit Losses (Topic 326): Measurement of Credit Losses for Accounts Receivable and Contract
Assets”, which provides an optional practical expedient for estimating future credit losses based on current conditions as of the balance sheet date and assuming those conditions do
not change over the remaining life of the accounts receivable. The guidance will be effective for annual reporting periods beginning after December 15, 2025, and interim reporting
periods within those annual reporting periods, with early adoption permitted. The Company does not expect this ASU to have a material impact on its consolidated financial
statements.

In September 2025, the FASB issued ASU No. 2025-06, “Intangibles - Goodwill and Other - Internal-Use Software (Subtopic 350-40): Targeted Improvements to the Accounting
for Internal-Use Software”. The ASU removes references to prescriptive software development stages and includes an updated framework for capitalizing internal software costs. The
guidance will be effective for annual reporting periods beginning after December 15, 2027, and interim reporting periods within those annual reporting periods, with early adoption
permitted. The Company is currently evaluating the impact of the ASU on its consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

2. Equity Method Investment in Equity Investee

The Company has accounted for its investment in the JV Company using the equity method of accounting. For details of its equity method investment, please refer to Part II,
Item 8, Note 2 — Equity Method Investment in Equity Investee in its 2025 Form 10-K.

On July 14, 2025, the Company entered into an equity transfer agreement to sell approximately 20.3% of outstanding equity interest in the JV Company for an aggregate cash
consideration of $150 million. On August 29, 2025, the amended shareholders’ agreement for the JV Company was signed, which reduced the Company’s equity interest in the JV
Company by 20.3% to an ownership percentage of 18.9%. As a result, the Company received its first installment of RMB 676 million (or $94.5 million based on the currency
exchange rate between RMB and U.S. Dollar on August 29, 2025), and paid transaction costs related to this sale of approximately $2.4 million. In addition, the Company recorded a
receivable of $56.4 million for the remaining installments, which is included in the receivable from sale of equity interest in the JV Company line on the Condensed Consolidated
Balance Sheets. The remaining installments will be received subject to satisfaction of certain conditions, which require the Company's continuing involvement, including voting in
shareholder meetings to complete the transaction in accordance with the equity transfer agreement, plus other administrative actions. As a result of the sales transaction, the Company
evaluated the factors that indicate the ability to exercise its significant influence to the JV Company, including but not limited to representation on the board, material intra-entity
transactions, and participation in policy making process. The Company concluded that it continues to have the ability to exercise significant influence over the operating and financial
policies of the JV Company and accordingly accounts for the investment using the equity method of accounting.

The Company reports its equity in earnings or loss of the JV Company on a three-month lag due to an inability to timely obtain financial information of the JV Company. During
the three months ended September 30, 2025 and 2024, the Company recorded a $1.4 million gain, including the $1.1 million on the related sale of a portion of its interest in the equity
method investment and $1.0 million loss of its equity share of the JV Company, respectively, using lag reporting.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

3. Related Party Transactions

As of September 30, 2025, the Company owned approximately 18.9% equity interest in the JV Company, which, by definition, is a related party to the Company. The JV
Company supplies 12-inch wafers and provides assembly and testing services to AOS. The JV Company reimbursed AOS for purchases made on its behalf of $0.1 million and
$2.2 million for the three months ended September 30, 2025 and 2024, respectively. The purchases by AOS for the three months ended September 30, 2025 and 2024 were
$30.4 million and $28.3 million, respectively. Due to the right of offset of receivables and payables with the JV Company, as of September 30, 2025 and June 30, 2025, AOS recorded
the net amount of $21.2 million and $15.8 million, respectively, as a payable related to equity investee, net, on the Condensed Consolidated Balance Sheet. During the three months
ended September 30, 2025, the Company also recorded approximately $1.9 million other income for certain service the Company provided to the JV Company.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

4. Net Loss Per Common Share

The following table presents the calculation of basic and diluted net loss per share attributable to common shareholders:
  Three Months Ended September 30,

  2025 2024
(in thousands, except per share data)

Numerator:
Net loss $ (2,122) $ (2,496)

Denominator:
Basic:

Weighted average number of common shares used to compute basic net loss per share 30,036  29,004 
Diluted:

Weighted average number of common shares used to compute diluted net loss per share 30,036  29,004 
Net loss per common share:

Basic $ (0.07) $ (0.09)

Diluted $ (0.07) $ (0.09)

The following potential dilutive securities were excluded from the computation of diluted net loss per common share as their effect would have been anti-dilutive:
  Three Months Ended September 30,

  2025 2024
(in thousands)

Employee stock options and RSUs 2,420  2,583 
ESPP 327  704 
Total potential dilutive securities 2,747  3,287 
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

5. Concentration of Credit Risk and Significant Customers

The Company manages its credit risk associated with exposure to distributors and direct customers on outstanding accounts receivable through the application and review of
credit approvals, credit ratings and other monitoring procedures. In some instances, the Company also obtains letters of credit from certain customers.

Credit sales, which are mainly on credit terms of 30 to 60 days, are only made to customers who meet the Company’s credit requirements, while sales to new customers or
customers with low credit ratings are usually made on an advance payment basis. The Company considers its trade accounts receivable to be of good credit quality because its key
distributors and direct customers have long-standing business relationships with the Company and the Company has not experienced any significant bad debt write-offs of accounts
receivable in the past. The Company closely monitors the aging of accounts receivable from its distributors and direct customers, and regularly reviews their financial positions, where
available.

Summarized below are individual customers whose revenue or accounts receivable balances were 10% or higher than the respective total consolidated amounts:

Three Months Ended September 30,

Percentage of revenue 2025 2024
Customer A 21.8 % 22.5 %
Customer B 53.8 % 51.5 %

  September 30,
2025

June 30,
2025Percentage of accounts receivable

Customer A * 14.9 %
Customer B 72.9 % 52.3 %

* Less than 10%
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

6. Balance Sheet Components

Accounts receivable, net:

 
September 30,

2025
June 30,

2025

(in thousands)
Accounts receivable $ 75,851  $ 75,604 
Less: Allowance for price adjustments (38,722) (40,802)
Less: Allowance for credit losses (30) (30)
Accounts receivable, net $ 37,099  $ 34,772 

Inventories:

 
September 30,

2025
June 30,

2025
(in thousands)

Raw materials $ 80,522  $ 81,341 
Work-in-process 96,373  91,591 
Finished goods 19,261  16,745 

 

$ 196,156  $ 189,677 

Other current assets:

September 30,
2025

June 30,
2025

(in thousands)

Value-added tax receivable $ 454  $ 339 
Other prepaid expenses 2,154  2,383 
Prepaid insurance 3,992  3,669 
Prepaid maintenance 1,904  1,990 
Deposit with supplier 5,521  7,073 
Prepaid income tax 826  336 
Interest receivable 234  191 
Short term deposit 971  534 
Other receivables 1,633  1,700 

$ 17,689  $ 18,215 
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Property, plant and equipment, net:

  September 30,
2025

June 30,
2025

(in thousands)
Land $ 4,877  $ 4,877 
Building and building improvements 72,029  71,961 
Manufacturing machinery and equipment 451,443  442,462 
Equipment and tooling 38,551  37,918 
Computer equipment and software 53,528  53,509 
Office furniture and equipment 3,255  3,267 
Leasehold improvements 43,857  43,901 
  667,540  657,895 
Less: accumulated depreciation and amortization (384,135) (371,836)
 

283,405  286,059 
Equipment and construction in progress 26,272  28,038 
Property, plant and equipment, net $ 309,677  $ 314,097 

Intangible assets, net:

September 30,
2025

June 30,
2025

(in thousands)
Patents and technology rights $ 18,037  $ 18,037 
Software license 1,181  — 
Trade name 268  268 
Customer relationships 1,150  1,150 

20,636  19,455 
Less: accumulated amortization (19,525) (19,455)

1,111  — 
Goodwill 269  269 
Intangible assets, net $ 1,380  $ 269 

Future amortization expense of intangible assets is as follows (in thousands):
Year ending June 30,
2026 (Remaining) $ 295 
2027 406 
2028 406 
2029 4

$ 1,111 
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Other long-term assets:

September 30,
2025

June 30,
2025

(in thousands)

Prepayments for property and equipment $ 1,844  $ 1,973 
Customs deposit 824  814 
Deposit with supplier 18,080  18,080 
Office leases deposits 971  1,358 
Other 471  541 
  $ 22,190  $ 22,766 

Accrued liabilities:

September 30,
2025

June 30,
2025

(in thousands)

Accrued compensation and benefits $ 22,999  $ 17,766 
Warranty accrual 2,082  2,118 
Stock rotation accrual 5,659  6,184 
Accrued professional fees 3,315  3,399 
Accrued inventory 465  1,465 
Accrued facilities related expenses 2,793  2,184 
Accrued property, plant and equipment 2,839  2,704 
Other accrued expenses 4,871  4,755 
Customer deposits 19,625  17,030 
ESPP payable 3,528  1,422 

 

$ 68,176  $ 59,027 

Short-term customer deposits are payments received from customers for securing future product shipments. As of September 30, 2025, $7.0 million for such deposits were from
Customer A, $2.0 million were from Customer B, and $10.6 million were from other customers. As of June 30, 2025, $7.0 million were from Customer A, $2.0 million were from
Customer B, and $8.0 million were from other customers.

The activities in the warranty accrual, included in accrued liabilities, are as follows:
Three Months Ended September 30,

2025 2024
(in thousands)

Beginning balance $ 2,118  $ 2,407 
Additions 163  341 
Released —  (700)
Utilization (199) (200)
Ending balance $ 2,082  $ 1,848 
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The activities in the stock rotation accrual, included in accrued liabilities, are as follows:

Three Months Ended September 30,
2025 2024

(in thousands)
Beginning balance $ 6,184  $ 4,660 
Additions 3,598  2,251 
Utilization (4,123) (2,459)
Ending balance $ 5,659  $ 4,452 

Other long-term liabilities:

 
September 30,

2025
June 30,

2025

(in thousands)
Customer deposits $ 2,000  $ 7,000 
Other 504  — 
Other long-term liabilities $ 2,504  $ 7,000 

Customer deposits are payments received from customers for securing future product shipments. As of September 30, 2025, $1.0 million for such deposits were from Customer
A, and $1.0 million were from other customers. As of June 30, 2025, $5.0 million were from Customer A and $2.0 million were from other customers.
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7. Bank Borrowings

Accounts Receivable Factoring Agreement

On August 9, 2019, one of the Company's wholly-owned subsidiaries (the "Borrower") entered into a factoring agreement with the Hongkong and Shanghai Banking
Corporation Limited (“HSBC”), whereby the Borrower assigns certain of its accounts receivable with recourse. This factoring agreement allows the Borrower to borrow up to 70% of
the net amount of its eligible accounts receivable of the Borrower with a maximum amount of $30.0 million. The interest rate is based on the Secured Overnight Financing Rate
("SOFR)", plus 2.01% per annum. The Company is the guarantor for this agreement. The Company is accounting for this transaction as a secured borrowing under the Transfers and
Servicing of Financial Assets guidance. In addition, any cash held in the restricted bank account controlled by HSBC has a legal right of offset against the borrowing. This agreement,
with certain financial covenants required, has no expiration date. On August 11, 2021, the Borrower signed an agreement with HSBC to decrease the borrowing maximum amount to
$8.0 million with certain financial covenants required. Other terms remain the same. In August 2025, this factoring agreement was terminated with no outstanding balance.

Debt financing

In September 2021, Jireh Semiconductor Incorporated (“Jireh”), one of the wholly-owned subsidiaries, entered into a financing arrangement agreement with a company
(“Lender”) for the lease and purchase of a machinery equipment manufactured by a supplier. This agreement includes a payment term of five (5) years, pursuant to which Jireh
commenced payments of interests and principal to the Lender in September 2022 when the final installation and acceptance of the equipment were completed. After the end of such
payment term, Jireh has the option to purchase the equipment for $1. The implied interest rate was 4.75% per annum which was adjustable based on every five basis point increase in
60-month U.S. Treasury Notes. The total purchase price of this equipment was euro 12.0 million. In April 2021, Jireh made a down payment of euro 6.0 million, representing 50% of
the total purchase price of the equipment, to the supplier. In June 2022, the equipment was delivered to Jireh after Lender paid 40% of the total purchase price, for euro 4.8 million, to
the supplier on behalf of Jireh. In September 2022, Lender paid the remaining 10% payment for the total purchase price and reimbursed Jireh for the 50% down payment, after the
installation and configuration of the equipment. The title of the equipment was transferred to Lender following such payment. The agreement was amended with fixed implied interest
rate of 7.51% and monthly payment of principal and interest effective in October 2022. Other terms remain the same. In addition, Jireh purchased hardware for the machine under this
financing arrangement. The purchase price of this hardware was $0.2 million. The financing arrangement is secured by this equipment and other equipment at Jireh, which had the net
book value of $11.7 million as of September 30, 2025. As of September 30, 2025, the outstanding balance of this debt financing was $5.8 million.

Long-term bank borrowings

On August 18, 2021, Jireh entered into a term loan agreement with a financial institution (the “Bank”) in an amount up to $45.0 million for the purpose of expanding and
upgrading the Company’s fabrication facility located in Oregon. The obligation under the loan agreement is secured by substantially all assets of Jireh and guaranteed by the
Company. The agreement has a 5.5 year term and matures on February 16, 2027. Jireh is required to make consecutive quarterly payments of principal and interest. The loan accrues
interest based on adjusted SOFR plus the applicable margin based on the outstanding balance of the loan. This agreement contains customary restrictive covenants and includes certain
financial covenants that the Company is required to maintain. Jireh drew down $45.0 million on February 16, 2022 with the first payment of principal beginning in October 2022. As
of June 30, 2025, Jireh was in compliance with these covenants and the outstanding balance of this loan was $20.3 million. In August 2025, the Company paid the outstanding balance
in full. As of August 2025, this agreement was terminated with no outstanding balance.
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Maturities of short-term debt and long-term debt were as follows (in thousands):

Year ending June 30,
2026 (Remaining) $ 2,173 
2027 3,095 
2028 536 
Total principal $ 5,804 

Short-term Debt Long-term Debt Total

Principal amount $ 2,925  $ 2,879  $ 5,804 

8. Leases

The Company evaluates contracts for lease accounting at contract inception and assesses lease classification at the lease commencement date. The finance lease is related to the
$5.1 million of a machinery lease financing with a vendor. The Company does not record leases on the Condensed Consolidated Balance Sheets with a term of one year or less.

The components of the Company’s operating and finance lease expenses are as follows for the periods presented (in thousands):

Three Months Ended September 30,
2025 2024

Operating leases:
     Fixed rent expense $ 1,629  $ 1,737 
     Variable rent expense 270  270 
Finance lease:
     Amortization of equipment 128  128 
     Interest 41  59 
Short-term leases
     Short-term lease expenses 46  32 
               Total lease expenses $ 2,114  $ 2,226 
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Supplemental balance sheet information related to the Company’s operating and finance leases is as follows (in thousands, except lease term and discount rate):

September 30, 2025 June 30, 2025

Operating Leases:
     Right-of-use assets associated with operating leases $ 24,212  $ 21,288 
Finance Lease:
     Property, plant and equipment, gross $ 5,133  $ 5,133 
     Accumulated depreciation (1,812) (1,684)
          Property, plant and equipment, net $ 3,321  $ 3,449 

Weighted average remaining lease term (in years)
     Operating leases 4.59 5.00
     Finance lease 2.00 2.25

Weighted average discount rate
     Operating leases 4.91 % 4.88 %
     Finance lease 7.51 % 7.51 %

Supplemental cash flow information related to the Company’s operating and finance leases is as follows (in thousands):

Three Months Ended September 30,
2025 2024

Cash paid for amounts included in the measurement of lease liabilities:
     Operating cash flows from operating leases $ 1,557  $ 1,607 
     Operating cash flows from finance lease $ 41  $ 59 
     Financing cash flows from finance lease $ 245  $ 227 

Non-cash investing and financing information:
    Operating lease right-of-use assets obtained in exchange for lease obligations $ 4,430  $ 832 

Future minimum lease payments are as follows as of September 30, 2025 (in thousands):

Year ending June 30, Operating Leases Finance Leases

The remainder of fiscal 2026 $ 5,186  $ 858 
2027 6,660  1,144 
2028 6,161  191 
2029 4,519  — 
2030 3,472  — 
Thereafter 1,878  — 
Total minimum lease payments 27,876  2,193 
Less amount representing interest (2,945) (156)
Total lease liabilities $ 24,931  $ 2,037 
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9. Shareholders’ Equity and Share-based Compensation

Time-based Restricted Stock Units (“TRSUs”)

The following table summarizes the Company’ TRSU activities for the three months ended September 30, 2025:

 

Number of Time-based
Restricted Stock

Units

Weighted Average
Grant Date Fair
Value Per Share

Weighted Average
Remaining
Contractual
Term (Years) Aggregate Intrinsic Value

Nonvested at June 30, 2025 1,491,926  $ 28.50  1.66 $ 38,282,821 
Granted 92,084  $ 27.93 
Vested (59,873) $ 33.09 
Forfeited (32,165) $ 26.77 

Nonvested at September 30, 2025 1,491,972  $ 28.31  1.52 $ 41,715,537 

Market-based Restricted Stock Units (“MSUs”)

In December 2021, the Company granted 1.0 million market-based restricted stock units (“MSUs”) to certain personnel. The number of shares to be earned at the end of
performance period was determined based on the Company’s achievement of specified stock prices and revenue thresholds during the performance period from January 1, 2022 to
December 31, 2024 as well as the recipients remaining in continuous service with the Company through such period. The MSUs vest in four equal annual installments after the end of
performance period. The Company estimated the grant date fair values of its MSUs using a Monte-Carlo simulation model. In September 2023, the Company determined it was no
longer probable that it would achieve the minimum revenue threshold specified in the awards. Therefore, the Company reversed all of the previously recognized expenses of
$6.4 million for these MSUs. In addition, on September 19, 2023, the Compensation Committee of the Board approved a modification of the terms of MSUs to extend the
performance period through December 31, 2025, changed the commencement date for the four-year time-based service period to January 1, 2026, and reduced the achievement of
specified stock prices and revenue thresholds. The fair value of these MSUs was revalued to reflect the change using a Monte-Carlo simulation model. In June 2024, the Company
determined it was no longer probable that the revenue thresholds for the modified MSU would be achieved. Therefore, the Company reversed $2.4 million in the June 2024 quarter
that was recorded during the fiscal year 2024 related to the modification on September 19, 2023. On August 8, 2024, the Compensation Committee of the Board approved a
modification of the terms of MSUs to extend the performance period through December 31, 2026, change the commencement date for the four-year time-based service period to
January 1, 2027, and reduce the revenue thresholds. The fair value of these MSUs was revalued to reflect the change using a Monte-Carlo simulation model with the following
assumptions: risk-free interest rate of 3.93%, expected term of 2.40 years, expected volatility of 57.81% and dividend yield of 0%. The Company recorded $1.4 million and
$0.8 million of expenses for the three months ended September 30, 2025 and 2024, respectively.

During the quarter ended September 30, 2018, the Company granted 1.3 million MSUs to certain personnel. The number of shares to be earned at the end of performance period
is determined based on the Company’s achievement of specified stock prices and revenue thresholds during the performance period from January 1, 2019 to December 31, 2021 as
well as the recipients remaining in continuous service with the Company through such period. The MSUs vest in four equal annual installments after the end of the performance
period. The Company estimated the grant date fair values of its MSUs using a Monte-Carlo simulation model. On August 31, 2020, the Compensation Committee of the Board
approved a modification of the terms of MSU to (i) extend the performance period through December 31, 2022 and (ii) change the commencement date for the four-year time-based
service period to January 1, 2023. The fair value of these MSUs was recalculated to reflect the change as of August 31, 2020 and the unrecognized compensation amount was adjusted
to reflect the increase in fair value. The Company recorded $0.1 million and $0.2 million of expenses for MSUs during the three months ended September 30, 2025 and 2024,
respectively.
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The following table summarizes the Company’ MSUs activities for the three months ended September 30, 2025:

 

Number of Market-based
Restricted Stock

Units

Weighted Average
Grant Date Fair
Value Per Share

Weighted Average
Remaining

Contractual Term
(Years) Aggregate Intrinsic Value

Nonvested at June 30, 2025 1,436,000  $ 32.32  2.89 $ 36,847,760 
Forfeited (43,000) $ 48.44 

Nonvested at September 30, 2025 1,393,000  $ 31.82  2.60 $ 38,948,280 

Performance-based Restricted Stock Units (“PRSUs”)

In March of each year since year 2017, the Company granted PRSUs to certain personnel. The number of shares to be earned under the PRSUs is determined based on the level
of attainment of predetermined financial goals. The PRSUs vest in four equal annual installments from the first anniversary date after the grant date if certain predetermined financial
goals were met. The Company recorded approximately $1.2 million and $0.9 million of expenses, using the accelerated attribution method, for these PRSUs during the three months
ended September 30, 2025 and 2024, respectively.

The following table summarizes the Company’s PRSUs activities for the three months ended September 30, 2025:

 

Number of Performance-
based Restricted Stock

Units

Weighted Average
Grant Date Fair
Value Per Share

Weighted Average
Remaining

Contractual Term
(Years) Aggregate Intrinsic Value

Nonvested at June 30, 2025 409,563  $ 27.71  1.85 $ 10,509,387 
Nonvested at September 30, 2025 409,563  $ 27.71  1.59 $ 11,451,381 

Employee Share Purchase Plan (“ESPP”)

The assumptions used to estimate the fair values of common shares issued under the ESPP were as follows:

Three Months Ended September 30,
2025

Volatility rate 71.0%
Risk-free interest rate 4.1%
Expected term 1.3 years
Dividend yield —%

Share-based Compensation Expense

The total share-based compensation expense recognized in the Condensed Consolidated Statements of Loss for the periods presented was as follows:

Three Months Ended September 30,
2025 2024

(in thousands)
Cost of goods sold $ 1,065  $ 1,015 
Research and development 1,859  1,935 
Selling, general and administrative 4,208  3,952 

$ 7,132  $ 6,902 

As of September 30, 2025, total unrecognized compensation cost under the Company’s share-based compensation plans was $45.7 million, which is expected to be recognized
over a weighted-average period of 2.4 years.
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10. Income Taxes

The Company recognized income tax expense of approximately $1.9 million and $1.0 million for the three months ended September 30, 2025 and 2024, respectively. The
income tax expense of $1.9 million for the three months ended September 30, 2025 included a $0.1 million discrete tax expense. The income tax expense of $1.0 million for the three
months ended September 30, 2024 included a $0.1 million discrete tax expense. Excluding the discrete income tax items, the income tax expense for the three months ended
September 30, 2025 and 2024 was $1.9 million and $1.0 million, respectively, and the effective tax rate for the three months ended September 30, 2025 and 2024 was (952.4)% and
(65.8)%, respectively. The changes in the tax expense and effective tax rate between the periods resulted primarily from changes in the mix of earnings in various geographic
jurisdictions between the current period and the same period of last year, including reporting $0.6 million of income tax expense related to the Company’s income from its investment
in CQJV for the three months ended September 30, 2025 versus an $0.2 million tax benefit for the three months ended September 30, 2024. In addition, income tax payable increased
by 10.4 million and deferred tax liability decreased by 10.5 million as a result of the sale of approximately 20.3% of the Company’s equity interest in the JV company for $150 million
during the three month ended September 30, 2025.

The Company files its income tax returns in the United States and in various foreign jurisdictions. The tax years 2004 to 2025 remain open to examination by U.S. federal and
state tax authorities. The tax years 2019 to 2025 remain open to examination by foreign tax authorities.

The Company’s income tax returns are subject to examinations by the Internal Revenue Service and other tax authorities in various jurisdictions. In accordance with the guidance
on the accounting for uncertainty in income taxes, the Company regularly assesses the likelihood of adverse outcomes resulting from these examinations to determine the adequacy of
its provision for income taxes. These assessments can require considerable estimates and judgments. As of September 30, 2025, the gross amount of unrecognized tax benefits was
approximately $10.8 million, of which $7.4 million, if recognized, would reduce the effective income tax rate in future periods. If the Company’s estimate of income tax liabilities
proves to be less than the ultimate assessment, then a further charge to expense would be required. If events occur and the payment of these amounts ultimately proves to be
unnecessary, the reversal of the liabilities would result in tax benefits being recognized in the period when the Company determines the liabilities are no longer necessary. The
Company does not anticipate any material changes to its uncertain tax positions during the next twelve months.

One Big Beautiful Bill Act, Enacted July 4, 2025

On July 4, 2025, H.R. 1, commonly known as the One Big Beautiful Bill Act (the “OBBB”), was signed into law. This includes significant changes to the federal corporate tax
provisions and extends certain otherwise expiring provisions of the 2017 Tax Cuts and Jobs Act. The key provisions include allowing immediate expensing of domestic research and
experimental expenditures, new limitations on interest expense deductibility, reinstatement of 100% bonus depreciation for qualified assets placed in service in the United States after
January 19, 2025 as well as changes to the calculation of taxable income resulting from the foreign derived intangible income deduction. ASC 740 Income Taxes requires the effects of
changes in tax rates and laws to be recognized in the period in which the relevant legislation is enacted. The Company has concluded that the impact of OBBB for the current quarter
is immaterial.
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11. Segment and Geographic Information

The Company is organized as, and operates in, one operating segment: the design, development and supply of power semiconductor products for computing, consumer
electronics, communication and industrial applications. The chief operating decision-maker is the Chief Executive Officer. The financial information presented to the Company’s Chief
Executive Officer is on a consolidated basis, accompanied by information about revenue by customer and geographic region, for purposes of evaluating financial performance and
allocating resources. The Chief Executive Officer assesses performance of the Company, monitors budget versus actual results and determines how to allocate resources based on the
consolidated net income or loss as reported on the Company’s Condensed Consolidated Statements of Income (Loss). There are no other expense categories regularly provided to the
Chief Executive Officer that are not already included in the Condensed Consolidated Statements of Income (Loss). The Company has one business segment, and there are no segment
managers who are held accountable for operations, operating results and plans for products or components below the consolidated unit level. Accordingly, the Company reports as a
single operating segment.

The Company sells its products primarily to distributors in the Asia Pacific region, who in turn sell these products to end customers. Because the Company’s distributors sell
their products to end customers which may have a global presence, revenue by geographical location is not necessarily representative of the geographical distribution of sales to end
user markets.

The revenue by geographical location in the following tables is based on the country or region in which the products were shipped to:

Three Months Ended September 30,
  2025 2024

(in thousands)

Hong Kong $ 178,411  $ 153,495 
China 2,357  21,255 
South Korea 479  290 
United States 1,125  1,073 
Other countries 129  5,774 
  $ 182,501  $ 181,887 

The following is a summary of revenue by product type:

Three Months Ended September 30,
  2025 2024
  (in thousands)

Power discrete $ 108,506  $ 122,454 
Power IC 72,708  52,940 
Packaging and testing services and other 1,287  852 
License and development services —  5,641 
  $ 182,501  $ 181,887 
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Long-lived assets, net consisting of property, plant and equipment and operating lease right-of-use assets, net by geographical area are as follows:

 
September 30,

2025
June 30,

2025
(in thousands)

China $ 100,334  $ 99,389 
United States 227,245  230,518 
Other countries 5,426  5,478 
  $ 333,005  $ 335,385 
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12. Commitments and Contingencies

Purchase Commitments

As of September 30, 2025, the Company had approximately $77.8 million of outstanding purchase commitments primarily for purchases of semiconductor raw materials, wafers,
spare parts, packaging and testing services and others, as well as $21.5 million of capital commitments for the purchase of property and equipment. Purchase commitments are
generally restricted to a purchase forecast as mutually agreed between the parties. This purchase forecast can vary among different suppliers.

Other Commitments

        See Note 7 and Note 8 of the Notes to the Condensed Consolidated Financial Statements contained in this Quarterly Report on Form 10-Q for descriptions of commitments
including bank borrowings and leases.

Contingencies and Indemnities

The Company has in the past, and may from time to time in the future, become involved in legal proceedings arising from the normal course of business activities.  The
semiconductor industry is characterized by frequent claims and litigation, including claims regarding patent and other intellectual property rights as well as improper hiring practices.
Irrespective of the validity of such claims, the Company could incur significant costs in the defense of such claims and suffer adverse effects on its operations.

The Company is a party to a variety of agreements contracted with various third parties. Pursuant to these agreements, the Company may be obligated to indemnify another party
to such an agreement with respect to certain matters. Typically, these obligations arise in the context of contracts entered into by the Company, under which the Company customarily
agrees to hold the other party harmless against losses arising from a breach of representations and covenants related to such matters as title to assets sold, certain intellectual property
rights, specified environmental matters and certain income taxes. In these circumstances, payment by the Company is customarily conditioned on the other party making a claim
pursuant to the procedures specified in the particular contract, which procedures typically allow the Company to challenge the other party’s claim. Further, the Company's obligations
under these agreements may be limited in time and/or amount, and in some instances, the Company may have recourse against third parties for certain payments made by it under
these agreements. The Company has not historically paid or recorded any material indemnifications, and no accrual was made at September 30, 2025 and June 30, 2025.

The Company has agreed to indemnify its directors and certain employees as permitted by law and pursuant to its By-laws, and has entered into indemnification agreements with
its directors and executive officers. The Company has not recorded a liability associated with these indemnification arrangements, as it historically has not incurred any material costs
associated with such indemnification obligations. Costs associated with such indemnification obligations may be mitigated by insurance coverage that the Company maintains.
However, such insurance may not cover any, or may cover only a portion of, the amounts the Company may be required to pay. In addition, the Company may not be able to maintain
such insurance coverage at a reasonable cost, if at all, in the future.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Except for the historical information contained herein, the matters addressed in this Item 2 constitute “forward-looking statements” within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These forward looking statements include information set forth under the
heading “Factors Affecting Our Performance.” Such forward-looking statements are subject to a variety of risks and uncertainties, including those discussed below under the heading
“Risk Factors” and elsewhere in this Quarterly Report on Form 10-Q, that could cause actual results to differ materially from those anticipated by the Company’s management. The
Private Securities Litigation Reform Act of 1995 (the “Act”) provides certain “safe harbor” provisions for forward-looking statements. All forward-looking statements made in this
Quarterly Report on Form 10-Q are made pursuant to the Act. The Company undertakes no obligation to publicly release the results of any revisions to its forward-looking statements
that may be made to reflect events or circumstances after the date hereof or to reflect the occurrence of unexpected events. Unless the context otherwise requires, the words “AOS,”
the “Company,” “we,” “us” and “our” refer to Alpha and Omega Semiconductor Limited and its subsidiaries.

Management’s discussion should be read in conjunction with management’s discussion included in the Company’s Annual Report on Form 10-K for the fiscal year ended
June 30, 2025, filed with the Securities and Exchange Commission on August 28, 2025.

Overview
We are a designer, developer, and global supplier of a broad range of discrete power devices, wide band gap power devices, power management ICs and modules, including a

wide portfolio of Power MOSFET, SiC, IGBT, IPM, TVS, HV Gate Drivers, Power IC, and Digital Power products. Our portfolio of power semiconductors includes approximately
2,800 products, and has grown with the introduction of over 100 new products in the fiscal year ended June 30, 2025, and over 100 and 60 new products in the fiscal years ended June
30, 2024 and 2023, respectively. During the three months ended September 30, 2025, we introduced 16 new products. Our teams of scientists and engineers have developed extensive
intellectual properties and technical knowledge that encompass major aspects of power semiconductors, which we believe enables us to introduce and develop innovative products to
address the increasingly complex power requirements of advanced electronics. We have an extensive patent portfolio that consists of 951 patents and 71 patent applications in the
United States as of September 30, 2025. We also have a total of 1,067 foreign patents, which primarily were based on our research and development efforts through September 30,
2025. We differentiate ourselves by integrating our expertise in technology, design and advanced manufacturing and packaging to optimize product performance and cost. Our
portfolio of products targets high-volume applications, including personal computers, graphic cards, game consoles, home appliances, power tools, smart phones, battery packs,
consumer and industrial motor controls and power supplies for computers, servers and telecommunications equipment.

Our business model leverages global resources, including research and development and manufacturing in the United States and Asia. Our sales and technical support teams are
localized in several growing markets. We operate an 8-inch wafer fabrication facility located in Hillsboro, Oregon, or the Oregon Fab, which is critical for us to accelerate proprietary
technology development, new product introduction and improve our financial performance. To meet the market demand for the more mature high volume products, we also utilize the
wafer manufacturing capacity of selected third party foundries. For assembly and test, we primarily rely upon our in-house facilities in China. In addition, we utilize subcontracting
partners for industry standard packages. We believe our in-house packaging and testing capability provides us with a competitive advantage in proprietary packaging technology,
product quality, cost and sales cycle time.

During the fiscal quarter ended September 30, 2025, we continued our product diversification program by developing new silicon and packaging platforms to expand our
serviceable available market, or SAM, and offer higher performance products. Our metal-oxide-semiconductor field-effect transistors, or MOSFET, and power IC product portfolio
also expanded.

On March 29, 2016, we formed a joint venture (the “JV Company”) with two investment funds owned by the Municipality of Chongqing (the “Chongqing Funds”), for the
purpose of constructing and operating a power semiconductor packaging, testing and 12-inch wafer fabrication facility (“Fab”) in the LiangJiang New Area of Chongqing, China. As
of December 1, 2021, we owned 50.9%, and the Chongqing Funds owned 49.1% of the equity interest in the JV Company. The
joint venture was accounted under the provisions of the consolidation guidance since we had controlling financial interests until December 1, 2021. In December 2021, we sold a
portion of our equity interest in the JV Company to a third-party investor, pursuant to which we reduced our ownership from 50.9% to 48.8% of outstanding equity of the JV
Company, and reduced our representation on the board of directors of the JV Company. As a result, the JV Company was deconsolidated from our consolidated financial statements
effective as of December 2, 2021.
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From December 2021 to June 2025, we completed several transactions to sell additional equity interests of the JV Company to third-party investors, while the JV Company also
issued additional equity interests to new investors that diluted our ownership interest. Accordingly, as of June 30, 2025, the percentage of outstanding JV equity interest beneficially
owned by us was further reduced to 39.2%.

On July 14, 2025, we entered into an equity transfer agreement with a strategic investor to sell approximately 20.3% of outstanding equity interest in the JV Company held by us
for an aggregate cash consideration of $150 million to be paid in four installments, subject to satisfaction of certain conditions. On August 29, 2025, the amended Shareholders’
agreement for the JV Company was signed, which reduced our equity interest in the JV Company by 20.3% to an ownership percentage of 18.9%. As of August 29, 2025, all of the
conditions for the first installment were satisfied, and we received our first installment payment of RMB 676 million (or $94.5 million based on the currency exchange rate between
RMB and U.S. Dollar on August 29, 2025), and recorded a receivable of $56.4 million for the remaining installments, which is included in the receivable from sale of equity interest
in the JV Company line on the Condensed Consolidated Balance Sheets. We expect to receive the remaining installment payments and close the transaction prior to the end of calendar
year 2025. We believe this sale provides additional and significant capital for us to continue investment in technology, R&D projects and acquisition of assets complementary to our
business operations, which will facilitate and accelerate our efforts to develop and distribute innovative and diverse power semiconductor products to customers worldwide.

In addition, the JV Company will continue to provide us with significant level of foundry capacity to enable us to develop and manufacture our products. Pursuant to an
agreement with the JV Company and other shareholders of the JV Company, the JV Company is committed to provide us with a specified level of monthly wafer production capacity.

Other Factors affecting our Performance

The global, regional economic and PC market conditions: Because our products primarily serve consumer electronic applications, any significant changes in global and regional
economic conditions could materially affect our revenue and results of operations. A significant amount of our revenue is derived from sales of products in the PC markets, such as
notebooks, motherboards and notebook battery packs. Therefore, a substantial decline in the PC market could have a material
adverse effect on our revenue and results of operations. The PC markets have experienced a modest global decline in recent years due to continued growth of demand in tablets and
smart phones, worldwide economic conditions and the industry inventory correction which had and may continue to have a material impact on the demand for our products. In
addition, the PC market may be affected by evolving laws and regulations governing international trade, such as export control regulations.

A decline of the PC market may have a negative impact on our revenue, factory utilization, gross margin, our ability to resell excess inventory, and other performance measures.
We have executed and continue to execute strategies to diversify our product portfolio, penetrate other market segments, including the consumer, communications and industrial
markets, and improve gross margins and profit by implementing cost control measures. While making efforts to reduce our reliance on the computing market, we continue to support
our computing business and capitalize on the opportunities in this market with a more focused and competitive PC product strategy to gain market share.

Manufacturing costs and capacity availability: Our gross margin is affected by a number of factors including our manufacturing costs, utilization of our manufacturing facilities,
the product mixes of our sales, pricing of wafers from third party foundries and pricing of semiconductor raw materials. Capacity utilization affects our gross margin because we have
certain fixed costs at our Shanghai facilities and our Oregon Fab. If we are unable to utilize our manufacturing facilities at a desired level, our gross margin may be adversely affected.
In addition, from time to time, we may experience wafer capacity constraints, particularly at third party foundries, that may prevent us from meeting fully the demand of our
customers. While we can mitigate these constraints by increasing and re-allocating capacity at our own fab, we may not be able to do so quickly or at sufficient level, which could
adversely affect our financial conditions and results of operations. We also rely on third parties to provide foundry capacity to manufacture our products, including the JV Company,
therefore it is important that we maintain continuous access to such capacity, which may not be available at sufficient level or at pricing terms favorable. If these third-party foundries,
take actions or make decisions that prevent us from accessing required capacity, our operations may be adversely affected.
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Erosion and fluctuation of average selling price: Erosion of average selling prices of established products is typical in our industry. Consistent with this historical trend, we
expect our average selling prices of our existing products to decline in the future. However, in the normal course of business, we seek to offset the effect of declining average selling
price by introducing new and higher value products, expanding existing products for new applications and new customers and reducing the manufacturing cost of existing products.
These strategies may cause the average selling price of our products to fluctuate significantly from time to time, thereby affecting our financial performance and profitability.

Product introductions and customers’ product requirements: Our success depends on our ability to introduce products on a timely basis that meet or are compatible with our
customers' specifications and performance requirements, including our Tier 1 customers who often have stringent requirements. Both factors, timeliness of product introductions and
conformance to customers' requirements, are equally important in securing design wins with our customers. As we accelerate the development of new technology platforms, we expect
to increase the pace at which we introduce new products and seek and acquire design wins. If we were to fail to introduce new products on a timely basis that meet customers’
specifications and performance requirements, particularly those products with major OEM customers, and continue to expand our serviceable markets, then we would lose market
share and our financial performance would be adversely affected.

Distributor ordering patterns, customer demand and seasonality: Our distributors place purchase orders with us based on their forecasts of end customer demand, and this
demand may vary significantly depending on the sales outlook and market and economic conditions of end customers. Because these forecasts may not be accurate, channel inventory
held at our distributors may fluctuate significantly, which in turn may prompt distributors to make significant adjustments to their purchase orders placed with us. As a result, our
revenue and operating results may fluctuate significantly from quarter to quarter. In addition, because our products are used in consumer electronics products, our revenue is subject to
seasonality. Our sales seasonality is affected by numerous factors, including global and regional economic conditions as well as the PC market conditions, revenue generated from new
products, changes in distributor ordering patterns in response to channel inventory adjustments and end customer demand for our products and fluctuations in consumer purchase
patterns prior to major holiday seasons. Typically, we generate lower revenue during the first quarter of the calendar year as compared to other quarters. However, broad fluctuations in
the semiconductor markets and the global and regional economic conditions, in particular the changing PC market conditions, have had a more significant impact on our results of
operations than seasonality. Furthermore, our revenue may be impacted by the level of demand from our major customers due to factors outside of our control. If these major
customers
experience significant decline in the demand of their products, encounter difficulties or defects in their products, or otherwise fail to execute their sales and marketing strategies
successfully, it may adversely affect our revenue and results of operations.
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Principal line items of Condensed Consolidated Statements of Income (Loss)

The following describes the principal line items set forth in our Condensed Consolidated Statements of Income (Loss).

Revenue

We generate revenue primarily from the sale of power semiconductors, consisting of power discretes and power ICs. Historically, a majority of our revenue has been derived
from power discrete products. Because our products typically have three-year to five-year life cycles, the rate of new product introduction is an important driver of revenue growth
over time. We believe that expanding the breadth of our product portfolio is important to our business prospects, because it provides us with an opportunity to increase our total bill-of-
materials within an electronic system and to address the power requirements of additional electronic systems. In addition, a small percentage of our total revenue is generated by
providing packaging and testing services to third parties through one of our in-house facilities.

Our product revenue is reported net of the effect of the estimated stock rotation returns and price adjustments that we expect to provide to our distributors. Stock rotation returns
are governed by contract and are limited to a specified percentage of the monetary value of products purchased by the distributor during a specified period. At our discretion or upon
our direct negotiations with the original design manufacturers or original equipment manufacturers, we may elect to grant special pricing that is below the prices at which we sold our
products to the distributors. In certain situations, we will grant price adjustments to the distributors reflecting such special pricing. We estimate the price adjustments for inventory at
the distributors based on factors such as distributor inventory levels, forecasted distributor selling prices, distributor margins and demand for our products.

In February 2023, we entered into a license agreement with a customer to license our proprietary SiC technology and provided 24-months of engineering and development
services for a total fee of $45.0 million. The license and development fee required significant integration to create a combined output to the customer and was determined to be one
performance obligation and was recognized over the 24 months during which we performed the engineering and development services. We use the input method to measure progress
and recognize revenue, based on the effort expended relative to the estimated total effort to satisfy the performance obligation. As of June 30, 2025, all revenue has been recognized
and all consideration has been received associated with the license agreement, therefore we no longer have any obligations under the license agreement. During the three months
ended September 30, 2025 and 2024, we recorded $0 and $5.6 million of license and development revenue, respectively. We also entered into an accompanying supply agreement to
provide limited wafer supply to the customer.

Cost of goods sold

Our cost of goods sold primarily consists of costs associated with semiconductor wafers, packaging and testing, personnel, including share-based compensation expense,
overhead attributable to manufacturing, operations and procurement, and costs associated with yield improvements, capacity utilization, warranty and valuation of inventories. As the
volume of sales increases, we expect cost of goods sold to increase. While our utilization rates cannot be immune to the market conditions, our goal is to make them less vulnerable to
market fluctuations. We believe our market diversification strategy and product growth will drive higher volume of manufacturing which will improve our factory utilization rates and
gross margin in the long run.

Operating expenses

Our operating expenses consist of research and development, and selling, general and administrative expenses. We expect our operating expenses as a percentage of revenue to
fluctuate from period to period as we continue to exercise cost control measures in response to the declining PC market as well as align our operating expenses to the revenue level.

Research and development expenses. Our research and development expenses consist primarily of salaries, bonuses, benefits, share-based compensation expense, expenses
associated with new product prototypes, travel expenses, fees for engineering services provided by outside contractors and consultants, amortization of software and design tools,
depreciation of equipment and overhead costs. We continue to invest in developing new technologies and products utilizing our own fabrication and packaging facilities as it is critical
to our long-term success. We also evaluate appropriate investment levels and stay focused on new product introductions to improve our competitiveness. We expect that our research
and development expenses will fluctuate from time to time.

Selling, general and administrative expenses. Our selling, general and administrative expenses consist primarily of salaries, bonuses, benefits, share-based compensation
expense, product promotion costs, occupancy costs, travel expenses,
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expenses related to sales and marketing activities, amortization of software, depreciation of equipment, maintenance costs, other expenses for general and administrative functions,
and costs for outside professional services, including legal, audit and accounting services, as well as impairment of long-lived assets. We review all long-lived assets whenever events
or changes in circumstance indicate that these assets may not be recoverable. When evaluating long-lived assets, if we conclude that the estimated undiscounted cash flows attributable
to the assets are less than their carrying value, we recognize an impairment loss based on the excess of the carrying amount of the assets over their respective fair values. We expect
our selling, general and administrative expenses to fluctuate in the near future as we continue to exercise cost control measures.

Income tax expense

We are subject to income taxes in various jurisdictions. Our interim period tax provision for (or benefit from) income taxes is determined using an estimate of its annual effective
tax rate, adjusted for discrete items, if any, that arise during the period. Each quarter, we update our estimate of the annual effective tax rate, and if the estimated annual effective tax
rate changes, we make a cumulative adjustment in such period. Our quarterly tax provision and estimate of its annual effective tax rate are subject to variation due to several factors,
including variability in forecasting its pre-tax income or loss and the mix of jurisdictions to which they relate, and changes in how we do business.

Significant judgment and estimates are required in determining our worldwide income tax expense. The calculation of tax liabilities involves dealing with uncertainties in the
application of complex tax regulations of different jurisdictions globally. We establish accruals for potential liabilities and contingencies based on a more likely than not threshold to
the recognition and de-recognition of uncertain tax positions. If the recognition threshold is met, the applicable accounting guidance permits us to recognize a tax benefit measured at
the largest amount of tax benefit that is more likely than not to be realized upon settlement with a taxing authority. If the actual tax outcome of such exposures is different from the
amounts that were initially recorded, the differences will impact the income tax and deferred tax provisions in the period in which such determination is made. Changes in the location
of taxable income (loss) could result in significant changes in our income tax expense.

We record a valuation allowance against deferred tax assets if it is more likely than not that a portion of the deferred tax assets will not be realized, based on historical
profitability and our estimate of future taxable income in a particular jurisdiction. Our judgments regarding future taxable income may change due to changes in market conditions,
changes in tax laws, tax planning strategies or other factors. If our assumptions and consequently our estimates change in the future, the deferred tax assets may increase or decrease,
resulting in corresponding changes in income tax expense. Our effective tax rate is highly dependent upon the geographic distribution of our worldwide profits or losses, the tax laws
and regulations in each geographical region where we have operations, the availability of tax credits and carry-forwards and the effectiveness of our tax planning strategies.

Bermuda Corporate Income Tax for Tax Years Beginning in 2025

We are subject to income tax expense or benefit based upon pre-tax income or loss reported in the consolidated statements of income (loss) and the provisions of currently
enacted tax laws. The parent company is incorporated under the laws of Bermuda and is subject to Bermuda law with respect to taxation. Under current Bermuda law, we are not
subject to any income or capital gains taxes in Bermuda. As we have previously disclosed, the Government of Bermuda announced in December 2023 that it enacted the Corporate
Income Tax Act 2023, potentially imposing a 15% corporate income tax (CIT) on Bermuda companies that are within the scope of the CIT, that will be effective for tax years
beginning on or after January 1, 2025. In particular, the CIT applies to multinational companies with annual revenue of 750 million euros or more in the consolidated financial
statements of the ultimate parent entity for at least two of the four fiscal years immediately preceding the fiscal year when the CIT may apply.

We did not generate more than 750 million euro revenue in any of the four fiscal years before the tax year starting July 1, 2025. We continue to monitor and assess if and when it
may be within the scope of the CIT. If we become subject to the Bermuda CIT, we may be subject to additional income taxes, which may adversely affect our financial position,
results of operations and our overall business.

One Big Beautiful Bill Act, Enacted July 4, 2025

On July 4, 2025, H.R. 1, commonly known as the One Big Beautiful Bill Act (the “OBBB”), was signed into law. This includes significant changes to the federal corporate tax
provisions and extends certain otherwise expiring provisions of the 2017 Tax Cuts and Jobs Act. The key provisions include allowing immediate expensing of domestic research and
experimental expenditures, new limitations on interest expense deductibility, reinstatement of 100% bonus depreciation for qualified assets placed in service in the United States after
January 19, 2025 as well as changes to the calculation of taxable income resulting from the foreign derived intangible income deduction. ASC 740 Income Taxes requires the effects of
changes in tax rates and
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laws to be recognized in the period in which the relevant legislation is enacted. We have concluded that the impact of OBBB for the current quarter is immaterial.

Equity method investment gain (loss)

We use the equity method of accounting when we have the ability to exercise significant influence, but we do not have control, as determined in accordance with generally
accepted accounting principles, over the operating and financial policies of the company. Effective December 2, 2021, we reduced our equity interest in the JV Company below 50%
of outstanding equity ownership and experienced a loss of control of the JV Company. As a result, we record our investment under equity method of accounting. Since we are unable
to obtain accurate financial information from the JV Company in a timely manner, we record our share of earnings or losses of such affiliate on a one quarter lag.

We record our interest in the net earnings of the equity method investee, along with adjustments for unrealized profits or losses on intra-entity transactions and amortization of
basis differences, within earnings or loss from equity interests in the Consolidated Statements of Operations. Profits or losses related to intra-entity sales with the equity method
investee are eliminated until realized by the investor or investee. Basis differences represent differences between the cost of the investment and the underlying equity in net assets of
the investment and are generally amortized over the lives of the related assets that gave rise to them. Equity method goodwill is not amortized. Instead the total equity method
investment balance, including equity method goodwill, is tested for impairment. In the fourth quarter of fiscal year 2025, the impairment loss of $76.8 million was recorded within
equity method investment loss in the consolidated statement of operations.

Results of Operations

The following tables set forth statements of income (loss), also expressed as a percentage of revenue, for the three months ended September 30, 2025 and 2024. Our historical
results of operations are not necessarily indicative of the results for any future period.

Three Months Ended September 30,

  2025 2024 2025 2024
(in thousands) (% of revenue)

Revenue $ 182,501  $ 181,887  100.0 % 100.0 %
Cost of goods sold 139,656  137,361  76.5 % 75.5 %

Gross profit 42,845  44,526  23.5 % 24.5 %
Operating expenses

Research and development 24,145  22,478  13.2 % 12.4 %
Selling, general and administrative 23,284  22,300  12.8 % 12.3 %
Total operating expenses 47,429  44,778  26.0 % 24.7 %

Operating loss (4,584) (252) (2.5)% (0.2)%
Other income (loss), net 2,468  (650) 1.3 % (0.4)%
Interest income 892  1,265  0.5 % 0.6 %
Interest expenses (360) (812) (0.2)% (0.4)%

Net loss before income taxes and equity method investment income (loss) (1,584) (449) (0.9)% -0.009 (0.4)%
Income tax expense 1,927  1,040  1.1 % 0.6 %
Net loss before equity method investment income (loss) (3,511) (1,489) (2.0)% (1.0)%
Equity method investment income (loss) 1,389  (1,007) 0.8 % (0.6)%
Net loss $ (2,122) $ (2,496) (1.2)% (1.6)%
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Share-based compensation expense was recorded as follows:
Three Months Ended September 30,

  2025 2024 2025 2024
(in thousands) (% of revenue)

Cost of goods sold $ 1,065  $ 1,015  0.6 % 0.6 %
Research and development 1,859  1,935  1.0 % 1.1 %
Selling, general and administrative 4,208  3,952  2.3 % 2.2 %
Total $ 7,132  $ 6,902  3.9 % 3.9 %

Three Months Ended September 30, 2025 and 2024

Revenue

The following is a summary of revenue by product type:

Three Months Ended September 30,
2025 2024 Change

(in thousands) (in thousands) (in percentage)

Power discrete $ 108,506  $ 122,454  $ (13,948) (11.4)%
Power IC 72,708  52,940  19,768  37.3 %
Packaging and testing services and other 1,287  852  435  51.1 %
License and development services —  5,641  (5,641) (100.0)%

$ 182,501  $ 181,887  $ 614  0.3 %

The following is a summary of revenue by end market:

Three Months Ended September 30,
  2025 2024 2025 2024
  (in thousands) (% of revenue)

Computing $ 97,131  $ 76,411  53.2 % 42.0 %
Consumer 23,514  31,696  12.9 % 17.4 %
Communication 32,667  35,426  17.9 % 19.5 %
Power Supply and Industrial 27,902  31,861  15.3 % 17.5 %
Packaging and testing services and other 1,287  852  0.7 % 0.5 %
License and development services —  5,641  — % 3.1 %

$ 182,501  $ 181,887  100.0 % 100.0 %

Total revenue was $182.5 million for the three months ended September 30, 2025, an increase of $0.6 million, or 0.3% as compared to $181.9 million for the same quarter last
year. The increase was primarily due to an increase of $19.8 million in sales of power IC products and an increase of $0.4 million in packaging and testing services and other, partially
offset by a decrease of $13.9 million in sales of power discrete products, as well as a decrease of $5.6 million in license and development services. The net increase in power discrete
products and power IC products sales was primarily due to a 0.4% increase in unit shipment and a 2.9% increase in average selling price as compared to same quarter last year due to a
shift in product mix. The net increase in revenues was primarily driven by a significant increase in the computing markets, particularly in graphics cards , note books and mother board
products, partially offset by a decrease in consumer markets, particularly in home appliances and gaming products, and a decrease in power supply and industrial markets, particular in
power tools products and quick chargers products, as well as a decrease in communication market, particularly in battery products. The increase in revenue of packaging and testing
services for the three months ended September 30, 2025, as compared to same quarter last year, was primarily due to increased demand. The decrease in license and development
services for the three months ended September 30, 2025 was related to the license agreement with a customer to license our proprietary SiC technology and provided 24-month
engineering and development services, which was completed during the three months ended March 31, 2025.
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Cost of goods sold and gross profit

Three Months Ended September 30,
  2025 2024 Change
  (in thousands) (in thousands) (in percentage)

Cost of goods sold $ 139,656  $ 137,361  $ 2,295  1.7 %
Percentage of revenue 76.5 % 75.5 %
Gross profit $ 42,845  $ 44,526  $ (1,681) (3.8)%
Percentage of revenue 23.5 % 24.5 %

Cost of goods sold was $139.7 million for the three months ended September 30, 2025, an increase of $2.3 million or 1.7%, as compared to $137.4 million for the same quarter
last year. The increase was primarily due to 0.3% increase in sales. Gross margin decreased by 1.0 percentage points to 23.5% for the three months ended September 30, 2025, as
compared to 24.5% for the same quarter last year. The decrease in gross margin was primarily due to higher material costs during the three months ended September 30, 2025.

Research and development expenses

Three Months Ended September 30,
  2025 2024 Change
  (in thousands) (in thousands) (in percentage)

Research and development expenses $ 24,145  $ 22,478  $ 1,667  7.4 %

Research and development expenses were $24.1 million for the three months ended September 30, 2025, an increase of $1.7 million, or 7.4%, as compared to $22.5 million for
the same quarter last year. The increase was primarily attributable to a $1.6 million increase in employee compensation and benefit expense mainly due to increased headcount, merit
salary increases, and higher bonus expense.

Selling, general and administrative expenses

Three Months Ended September 30,
  2025 2024 Change
  (in thousands) (in thousands) (in percentage)

Selling, general and administrative $ 23,284  $ 22,300  $ 984  4.4 %

Selling, general and administrative expenses were $23.3 million for the three months ended September 30, 2025, an increase of $1.0 million, or 4.4%, as compared to $22.3
million for the same quarter last year. The increase was primarily due to a $0.9 million increase in employee compensation and benefits expenses primarily due to merit salary
increases and higher bonus expense, a $0.2 million increase in share-based compensation expense as a result of more grants of awards, and a $0.2 million increase in audit fees,
partially offset by $0.2 million decrease in design-win commission.

Other income (loss), net

Three Months Ended September 30,
  2025 2024 Change
  (in thousands) (in thousands) (in percentage)

Other income (loss), net $ 2,468  $ (650) $ 3,118  (479.7)%
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Other income (loss), net increased in the three months ended September 30, 2025, as compared to the same periods last year primarily due to an increase in foreign currency
exchange gain as a result of the depreciation of RMB against USD, as well as $1.9 million of certain services were provided by the Company to the JV Company.

Interest income

Three Months Ended September 30,
2025 2024 Change

(in thousands) (in thousands) (in percentage)

Interest income $ 892  $ 1,265  $ (373) (29.5)%

Interest income decreased in the three months ended September 30, 2025, as compared to the same periods last year primarily due to lower interest rates in the current periods.

Interest expense

Three Months Ended September 30,
2025 2024 Change

  (in thousands) (in thousands) (in percentage)

Interest expenses $ (360) $ (812) $ 452  (55.7)%

Interest expense decreased in the three months ended September 30, 2025 as compared to the same periods last year primarily due to less outstanding loan balance in the current
periods.

Equity method investment loss

Three Months Ended March 31,
  2025 2024 Change
  (in thousands) (in thousands) (in percentage)

Equity method investment income (loss) $ 1,389  $ (1,007) $ 2,396  (237.9)%

Equity method investment income increased in the three months ended September 30, 2025, as compared to the same period last year as a result of the gain from the sales of
20.3% outstanding equity interest in the JV Company in August 2025, as well as an income recorded from the equity method investment during the three months ended September 30,
2025, compared to the equity method investment loss in the same periods last year.

Income tax expense

Three Months Ended September 30,
  2025 2024 Change
  (in thousands) (in thousands) (in percentage)

Income tax expense $ 1,927  $ 1,040  $ 887  85.3 %

We recognized income tax expense of approximately $1.9 million and $1.0 million for the three months ended September 30, 2025 and 2024, respectively. The income tax
expense of $1.9 million for the three months ended September 30, 2025 included a $0.1 million discrete tax expense. The income tax expense of $1.0 million for the three months
ended September 30, 2024 included a $0.1 million discrete tax expense. Excluding the discrete income tax items, the income tax expense for the three months ended September 30,
2025 and 2024 was $1.9 million and $1.0 million, respectively, and the effective tax rate for the three months ended September 30, 2025 and 2024 was (952.4)% and (65.8%),
respectively. The changes in the tax expense and effective tax rate between the periods resulted primarily from changes in the mix of earnings in various geographic jurisdictions
between the current year and the same period of last year, including reporting $0.6 million of income tax expense
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related to the Company’s income from its investment in CQJV for the three months ended September 30, 2025 versus an $0.2 million tax benefit for the three months ended
September 30, 2024.

We file our income tax returns in the United States and in various foreign jurisdictions. The tax years 2004 to 2025 remain open to examination by U.S. federal and state tax
authorities. The tax years 2019 to 2025 remain open to examination by foreign tax authorities.

Our income tax returns are subject to examinations by the Internal Revenue Service and other tax authorities in various jurisdictions. In accordance with the guidance on the
accounting for uncertainty in income taxes, we regularly assess the likelihood of adverse outcomes resulting from these examinations to determine the adequacy of our provision for
income taxes. These assessments can require considerable estimates and judgments. As of September 30, 2025, the gross amount of unrecognized tax benefits was approximately
$10.8 million, of which $7.4 million, if recognized, would reduce the effective income tax rate in future periods. If our estimate of income tax liabilities proves to be less than the
ultimate assessment, then a further charge to expense would be required. If events occur and the payment of these amounts ultimately proves to be unnecessary, the reversal of the
liabilities would result in tax benefits being recognized in the period when we determine the liabilities are no longer necessary. We do not anticipate any material changes to its
uncertain tax positions during the next twelve months.

Liquidity and Capital Resources

Our principal need for liquidity and capital resources is to maintain sufficient working capital to support our operations and to invest adequate capital expenditures to grow our
business. To date, we finance our operations and capital expenditures primarily through funds generated from operations and borrowings under our term loans, financing lease and
other debt agreements.

In September 2021, Jireh Semiconductor Incorporated (“Jireh”), one of the wholly-owned subsidiaries, entered into a financing arrangement agreement with a company
(“Lender”) for the lease and purchase of a machinery equipment manufactured by a supplier. This agreement includes a payment term of five (5) years, pursuant to which Jireh
commenced payments of interests and principal to the Lender in September 2022 when the final installation and acceptance of the equipment were completed. After the end of such
payment term, Jireh has the option to purchase the equipment for $1. The implied interest rate was 4.75% per annum which was adjustable based on every five basis point increase in
60-month U.S. Treasury Notes. The total purchase price of this equipment was euro 12.0 million. In April 2021, Jireh made a down payment of euro 6.0 million, representing 50% of
the total purchase price of the equipment, to the supplier. In June 2022, the equipment was delivered to Jireh after Lender paid 40% of the total purchase price, for euro 4.8 million, to
the supplier on behalf of Jireh. In September 2022, Lender paid the remaining 10% payment for the total purchase price and reimbursed Jireh for the 50% down payment, after the
installation and configuration of the equipment. The title of the equipment was transferred to Lender following such payment. The agreement was amended with fixed implied interest
rate of 7.51% and monthly payment of principal and interest effective in October 2022. Other terms remain the same. In addition, Jireh purchased hardware for the machine under this
financing arrangement. The purchase price of this hardware was $0.2 million. The financing arrangement is secured by this equipment and other equipment at Jireh, which had the net
book value of $11.7 million as of September 30, 2025. As of September 30, 2025, the outstanding balance of this debt financing was $5.8 million.

On August 18, 2021, Jireh entered into a term loan agreement with a financial institution (the “Bank”) in an amount up to $45.0 million for the purpose of expanding and
upgrading our fabrication facility located in Oregon. The obligation under the loan agreement is secured by substantially all assets of Jireh and guaranteed by us. The agreement has a
5.5 year term and matures on February 16, 2027. Jireh is required to make consecutive quarterly payments of principal and interest. The loan accrues interest based on adjusted SOFR
plus the applicable margin based on the outstanding balance of the loan. This agreement contains customary restrictive covenants and includes certain financial covenants that we are
required to maintain. Jireh drew down $45.0 million on February 16, 2022 with the first payment of principal beginning in October 2022. As of June 30, 2025, Jireh was in compliance
with these covenants and the outstanding balance of this loan was $20.3 million. In August 2025, we paid the outstanding balance in full. As of August 2025, this agreement was
terminated with no outstanding balance.

On August 9, 2019, one of our wholly-owned subsidiaries (the "Borrower") entered into a factoring agreement with the Hongkong and Shanghai Banking Corporation Limited
(“HSBC”), whereby the Borrower assigns certain of its accounts receivable with recourse. This factoring agreement allows the Borrower to borrow up to 70% of the net amount of its
eligible accounts receivable of the Borrower with a maximum amount of $30.0 million. The interest rate is based on the Secured Overnight Financing Rate ("SOFR)", plus 2.01% per
annum. We are the guarantor for this agreement. We are accounting for this transaction as a secured borrowing under the Transfers and Servicing of Financial Assets guidance. In
addition, any cash held in the restricted bank account controlled by HSBC has a legal right of offset against the borrowing. This agreement, with certain financial covenants required,
has no expiration date. On August 11, 2021, the Borrower signed an agreement with
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HSBC to decrease the borrowing maximum amount to $8.0 million with certain financial covenants required. Other terms remain the same. In August 2025, this factoring agreement
was terminated with no outstanding balance.

We believe that our current cash and cash equivalents and cash flows from operations will be sufficient to meet our anticipated cash needs, including working capital and capital
expenditures, for at least the next twelve months. In the long-term, we may require additional capital due to changing business conditions or other future developments, including any
investments or acquisitions we may decide to pursue. If our cash is insufficient to meet our needs, we may seek to raise capital through debt financing. The incurrence of indebtedness
would result in increased debt service obligations and may include operating and financial covenants that would restrict our operations. If we decide to raise capital through equity
financing, the issuance of additional equity may result in dilution to our shareholders. We cannot be certain that any financing will be available in the amounts we need or on terms
acceptable to us, if at all.

Cash, cash equivalents and restricted cash

As of September 30, 2025 and June 30, 2025, we had $223.9 million and $153.5 million of cash, cash equivalents and restricted cash, respectively. Our cash, cash equivalents
and restricted cash primarily consist of cash on hand, restricted cash, and short-term bank deposits with original maturities of three months or less. Of the $223.9 million and $153.5
million cash, cash equivalents and restricted cash, $166.9 million and $40.7 million, respectively, are deposited with financial institutions outside the United States.

The following table shows our cash flows from operating, investing and financing activities for the periods indicated:

  Three Months Ended September 30,
  2025 2024
  (in thousands)

Net cash provided by operating activities $ 10,187  $ 11,021 
Net cash provided by (used in) investing activities 81,945  (6,738)
Net cash used in financing activities (21,634) (3,706)
Effect of exchange rate changes on cash, cash equivalents and restricted cash (66) 105 
Net increase in cash, cash equivalents and restricted cash $ 70,432  $ 682 

   

Cash flows from operating activities

For the three months ended September 30, 2025, the $0.8 million decrease in cash provided by operating activities compared to the same period last year was primarily due to a
decrease of net loss of $0.4 million, a decrease of non-cash expenses of $10.5 million, which includes an increase of $8.0 million in deferred income tax, net and an increase of $2.4
million in equity method investment gain due to the 20.3% equity method investment sales and income recorded from the equity method investment in current period, compared to a
loss recorded from the equity method investment in the same period last year, an increase of $17.3 million in inventory purchase, and a decrease of accounts payable of $7.7 million
primarily due to timing of payment. These sources of cash were offset by an increase of $10.8 million in income tax payable primarily due to the sale of the 20.3% interest in the
equity method investment, a decrease of $9.7 million in accounts receivable, an increase of $5.6 million in accrued and other liabilities, a decrease of $3.1 million in contract assets, an
increase of $2.6 million in deferred revenue and an increase of $1.8 million in net payable, equity investee.

Cash flows from investing activities    

For the three months ended September 30, 2025, the $88.7 million increase in cash provided by investing activities compared to the same period last year was primarily due to
$92.1 million of proceeds from sale of equity interest in the JV Company, net with transaction costs, partially offset by $2.8 million of more purchases of property and equipment in
the three months ended September 30, 2025 compared to the same period last year.

Cash flows from financing activities

For the three months ended September 30, 2025, the $18.0 million increase in cash used in financing activities compared to the same period last year was primarily due to
repayment of loan borrowings.
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Commitments

See Note 12 of the Notes to the Condensed Consolidated Financial Statements contained in this Quarterly Report on Form 10-Q for a description of commitments.

Contractual Obligations

There were no material changes outside of our ordinary course of business in our contractual obligations from those disclosed in our Annual Report on Form 10-K for the fiscal
year ended June 30, 2025.

Recent Accounting Pronouncements

See Note 1 of the Notes to the Condensed Consolidated Financial Statements contained in this Quarterly Report on Form 10-Q for a description of recent accounting
pronouncements, including the expected dates of adoption and estimated effects on results of operations and financial condition, which is incorporated herein by reference.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

There have been no material changes in the market risks previously disclosed in Part II, Item 7A, “Quantitative and Qualitative Disclosures About Market Risk,” of our Annual
Report on Form 10-K for the year ended June 30, 2025, filed with the SEC on August 28, 2025.

ITEM 4. CONTROLS AND PROCEDURES

Management’s Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and procedures (as
defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, (the “Exchange Act”)), as of the end of the period covered by this report. Based on
that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures as of September 30, 2025 were effective and provide
reasonable assurance that the information required to be disclosed in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported, within
the time periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to our management, including our Chief Executive Officer and
Chief Financial Officer, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting during the three months ended September 30, 2025 that have materially affected, or are reasonably likely
to materially affect, our internal control over financial reporting.

Limitation on Effectiveness of Controls

While our disclosure controls and procedures and internal control over financial reporting are designed to provide reasonable assurance that their respective objectives will be
met, we do not expect that our disclosure controls and procedures or our internal control over financial reporting are or will be capable of preventing or detecting all errors and all
fraud. Any control system, no matter how well designed and operated, can provide only reasonable, not absolute, assurance that the control system's objectives will be met.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
We have in the past, and may from time to time in the future, become involved in legal proceedings arising from the normal course of business activities. The semiconductor

industry is characterized by frequent claims and litigation, including claims regarding patent and other intellectual property rights as well as improper hiring practices. Irrespective of
the validity of such claims, we could incur significant costs in the defense thereof or could suffer adverse effects on its operations.

ITEM 1A. RISK FACTORS

Item 1A of Part I of our Annual Report on Form 10-K for the year ended June 30, 2025, filed with the SEC on August 28, 2025, contains risk factors identified by the Company.
Except as set forth below, there have been no material changes to those risk factors.

Our recent sale of equity interest in the JV Company is subject to certain closing conditions, and if the conditions are not met, we may not receive a portion or the cash proceeds
for the sale, and we may be required to unwind the transaction, which will adversely affect our financial results and reputation.

On July 14, 2025, we entered into an equity transfer agreement with a third-party strategic investor to sell approximately 20.3% of outstanding equity interest in the JV Company
for an aggregate cash consideration of $150 million to be paid in four installments, subject to satisfaction of certain conditions. Such conditions include, among other things,
shareholder approval by the JV Company and certain registrations, approvals by government authorities and closing of additional investment by the strategic investor in the JV
Company’s equity, which are outside of our control. For a more detailed description of the installment payments and related conditions, please see Item 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations – Overview. On August 29, 2025, we received the first installment payment of RMB 676 million (approximately $94.5
million based on the exchange rate on August 29, 2025) and recorded a receivable of $56.4 million for the remaining three installments. We cannot be certain that the conditions for
the remaining installments will be satisfied on a timely basis, including those conditions that are outside of our control. If these conditions are not met by the deadlines as set forth in
the equity transfer agreement, we may not be able to receive a portion or the cash proceeds from the sale, which may adversely affect our ability to continue investment in technology,
R&D projects and acquisition of assets complimentary to our business operations. Furthermore, failure to meet these conditions may require the parties to terminate and unwind the
transaction, which will adversely affect our reputation, business operations and stock price.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Not applicable.
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Not applicable.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

Trading Plans or Rule 10b5-1 Trading Plans

The table below summarizes the material terms of trading arrangements adopted by any of our executive officers and directors during the three months ended September 30, 2025. All
of the trading arrangements listed below are intended to satisfy the affirmative defense of Rule 10b5-1(c).

Name Title Date of Adoption End Date Aggregate number of common shares to
be sold pursuant to 10b5-1 trading
agreements

Bing Xue Executive Vice President Worldwide
Sales and Business Development

August 14, 2025 July 23, 2026 12,002  (2)

Yifan Liang Chief Financial Officer August 21, 2025 May 22, 2026 35,142 
Stephen Chang Chief Executive Officer September 08, 2025 June 30, 2026 20,478 

1. Each plan will expire on the earlier of the end date and the completion of all transactions under the trading agreements.

2. Excludes (i) approximately 3,690 common shares to be issued upon the vesting of Restricted Share Unit awards (RSU) and (ii) approximately 3,690 common shares to be issued
upon the vesting of Performance Share Unit awards (PSU), assuming the achievement of applicable corporate performance goals in the future; in each case of (i) and (ii), taking into
account shares to be withheld to satisfy estimated tax withholding obligations based on an assumed closing price of our common shares at such vesting dates.

( 1)
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ITEM 6. EXHIBITS

10.1** Equity Transfer Agreement, dated July 14, 2025, by and among Alpha and Omega Semiconductor Limited, Alpha and Omega Semiconductor
(Shanghai) Ltd., and a strategic investor

31.1 Certification of Chief Executive Officer pursuant to Securities Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.

31.2 Certification of Chief Financial Officer pursuant to Securities Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

101.INS Inline XBRL Instance
101.SCH Inline XBRL Taxonomy Extension Schema
101.CAL Inline XBRL Taxonomy Extension Calculation
101.DEF Inline XBRL Taxonomy Extension Definition
101.LAB Inline XBRL Taxonomy Extension Labels
101.PRE Inline XBRL Taxonomy Extension Presentation
104 Cover Page Interactive Data File (formatted as inline XBRL and contained in Exhibit 101)

** Certain portions of this exhibit have been redacted pursuant to Item 601(b)(10) of Regulation S-K.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.
 
November 6, 2025

ALPHA AND OMEGA SEMICONDUCTOR LIMITED

By: /s/  YIFAN LIANG
  Yifan Liang
  Chief Financial Officer and Corporate Secretary
  (Principal Financial Officer)
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Exhibit 10.1 Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Date: July 14, 2025
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2 This Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited (the “Agreement”) is made by the following parties on [ ], 2025 (“Execution Date”) in Shanghai, the People’s Republic of China (“China”, for the purpose hereof, excluding the Hong Kong Special Administrative Region, the Macao Special Administrative Region and Taiwan): 1. Chongqing Alpha and Omega Semiconductor Limited (“Target Company”), a limited liability company established according to the laws of China, with it unified social credit code [*] and its registered address at No. 288, Yuefu Avenue, Beibei District, Chongqing. 2. SIMIC Holdings Co., Ltd. (“Transferee” or “SIMIC”), a limited liability company established according to the laws of China, with it unified social credit code [*] and its registered address at [*]. 3. Alpha and Omega Semiconductor Limited (“AOS” or “Transferor 1”), an entity established according to the laws of Bermuda Islands, with its registered address at Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda. 4. Alpha & Omega Semiconductor (Shanghai) Ltd., (“AOS Shanghai” or “Transferor 2”, together with AOS, the “AOS Party” or “Transferor”), a limited liability company established according to the laws of China, with it unified social credit code [*] and its registered address at Block 8/9, No. 91, Lane 109, Rongkang Road, Kunshan Town, Songjiang District, Shanghai. The abovementioned signatories are individually referred to as a "Party" and collectively as the "Parties", and the counterparties are referred to as " other Parties". Whereas, 1. As of the Execution Date, the Target Company is a foreign-invested enterprise established and validly existing in China in accordance with Chinese laws, and the registered capital of the Target
Company is USD 460,931,264.99. As of the Execution Date, the business scope registered by the Target Company with the market regulation administration is as follows: General items: design, manufacture and sale of semiconductor chips; design, manufacture and sale of semiconductor chip packaging; semiconductor chip or semiconductor chip packaging processing and trading services. (Business activities subject to approval in accordance with the law can only be carried out after approval by the relevant authorities.) (Except for business activities subject to approval in



 



3 accordance with the law, business activities can be carried out independently in accordance with the business license.) 2. The Transferee intends to achieve financial consolidation and control of the Target Company by means of acquiring the equity of the Target Company held by the Transferor and other existing shareholders of the Target Company, as well as increasing capital to the Target Company, and ultimately obtain no less than [*] percent of the equity of the Target Company ("Merger and Reorganization"). During the period of the Merger and Reorganization, the Parties agree to adopt the methods stipulated in this Agreement to adjust the governance structure of the Target Company (including but not limited to reorganizing the board of directors, etc.), and/or take other legal and compliant means and measures to achieve the purpose of the Transferee's financial consolidation and control of the Target Company as soon as possible. 3. For the purpose of the Merger and Reorganization, the Transferor agrees to transfer to the Transferee the equity corresponding to the registered capital of the Target Company totaling USD ninety-three million seven hundred and seventy-six thousand nine hundred point seven (USD 93,776,900.70) in accordance with the terms and conditions of this Agreement, and the Transferee agrees to acquire such equity in accordance with the terms and conditions of this Agreement. Accordingly, the Parties, intending to be legally bound, enter into this Agreement as follows through amicable negotiations in accordance with the laws, regulations and normative documents of China: 1 Definition and Interpretation 1.1 In this Agreement, unless otherwise required in the context, the following terms and expressions shall have the following meanings: Capital Market
Operation means the Target Company or the entity actually controlling the Target Company (including but not limited to other companies or entities or the parent company of the Target Company that actually controls all the business of the Target Company operating before the reorganization of the Target Company and enjoy all economic interests after the reorganization (hereinafter collectively referred to as the "Issuer")) completes the initial public offering of stocks and listing in the domestic securities market of China (including the Shanghai Stock Exchange, the



 



4 Shenzhen Stock Exchange and the Beijing Stock Exchange, but excluding the National Equities Exchange and Quotations, the same below); or after publicly issuing shares and listing on the Hong Kong Stock Exchange, the issuer or the spin-off company acts as the listing entity to publicly issue A-share stocks in the domestic securities market of China and re-list and trade; or any company that has issued shares and been listed on the Chinese securities market (" Listed Company") completes the acquisition of the Target Company or the entity that actually controls the Target Company through major asset reorganization, merger and/or other means in compliance with the regulatory requirements at that time. Transaction Documents mean for the purpose of fulfilling the Equity Transfer, this Agreement and the Transaction Documents listed in the Annex 1 of this Agreement to which the Target Company, the Transferee, the Transferor and/or other relevant parties are the signatories. Business Day means days other than Saturday, Sunday and other legal holiday in China. If The General Office of the State Council has any compensatory leave arrangements, the documents of the General Office of the State Council shall prevail. Affiliate means (a) with respect to a person, any other person that directly or indirectly controls that person, is controlled by that person, or is under common control with that person; (b) with respect to a natural person, the spouses, children, grandchildren, siblings, parents, grandparents, and other immediate family members (arising from birth, adoption or marriage) of such natural person, or any person controlled by the natural person; (c) with respect to a shareholder of the Target Company, “Affiliate” shall also include (v) any controlling shareholder of the Target
Company shareholder, (w) any general partner of the controlling shareholder or the Target Company shareholder, and any entity that has a direct or indirect controlling interest in the controlling shareholder or the Target Company shareholder, (x) the fund manager who manages the controlling shareholder or the Target Company shareholder and the other funds it manages, and (y) any trust controlled by or established for the benefit of any such person referred to in items (v), (w) or (x) (if applicable). For the purposes of this Agreement, "control" means, in respect of any person, (i) directly or indirectly holding more than fifty percent (50%) of the equity,



 



5 shares, registered capital or capital contributions of that person (excluding holding more than fifty percent (50%) of the limited partnership capital contributions/interests of that person only as a limited partner); (ii) directly or indirectly owning more than fifty percent (50%) of the voting rights of the person, or having the voting agency rights of more than fifty percent (50%) of the voting rights of the person (for the avoidance of doubt, excluding holding more than fifty percent (50%) of the limited partnership capital contributions/interests of that person only as a limited partner); (iii) having the right to appoint more than fifty percent (50%) of the members of the board of directors or similar management body; or (iv) through contractual arrangements or other means, having the power to exert significant influence on the management or policies of that person. Target Group means collectively the Target Company and its subsidiaries directly or indirectly controlled, as well as the branches and representative offices it has established. As of the Execution Date, “Target Group” refers collectively to the Target Company, Shanghai Branch of Chongqing Alpha and Omega Semiconductor Limited and Shenzhen Branch of Chongqing Alpha and Omega Semiconductor Limited. Encumbranc e means any mortgage, pledge, claim, security interest, encumbrance, title defect, lien, charge, option, lawsuit, investigation, easement, adverse claim, restrictive covenant, voting trust or any other kind of restriction or limitation, including any restriction on the use, voting, transfer, income, disposal or exercise of any title attributes. Applicable Law means with respect to any person, any law, regulation, rule, normative document, treaty, judgment or order of any government department that applies to and is
binding on that person. Loss means any loss, expenditure, expense, asset impairment, penalty, administrative penalty or burden, including reasonable expenses incurred to avoid or reduce losses, including but not limited to litigation fees, enforcement fees, property preservation fees, announcement fees, assessment fees, appraisal fees, legal service fees, travel expenses, etc. Material means any circumstances, changes or impacts or aspects concerning the Target Group as follows: (a) causing a serious adverse impact on the existence, business, assets, intellectual property rights, liabilities (including but not limited to contingent liability),



 



6 operating results or financial position of the Target Group; or (b) having a serious adverse impact on the qualifications, licenses or capabilities of the Target Group to operate its current business; or (c) having a seriously adverse impact on the ability of each Party to perform its respective obligations under this Agreement. For the avoidance of doubt, if any circumstances, changes or effects, either alone or jointly with any other circumstances, changes or effects, may cause a loss of RMB fifteen million (RMB 15,000,000) to the net profit of the Target Group or a loss of RMB fifteen million (RMB 15,000,000) to the net assets of the Target Group, then it reaches the standard of “Material”. IPR means all forms of intellectual property rights recognized by Applicable Laws and the carriers of such intellectual property rights, including but not limited to industrial property rights, copyrights, trademarks, patents (including inventions, utility models, and designs), non-patented technologies, software copyrights, service marks, domain names, trade names, styles, concepts, names, technical information, sketches, reports, operation and testing procedures, practices, know-how, instruction manuals, operation condition charts, data, formulas, instructions, trade secrets, technical secrets, etc., whether registered, in the process of registration or unregistered. Transferor’s Reasonable Knowledge means the information known by the Transferor as a shareholder or by a director appointed by the Transferor through attending the shareholders' meeting and the board of directors of the Target Company, which shall be subject to the corresponding notices, proposals and resolutions of shareholders' meeting and board meeting sent by the Target Company to shareholders including the Transferor and directors
including the director appointed by the Transferor. Liability means With respect to any person, any nature of payable amount or payment obligation (whether contingent or not) that such person owes to any other person for any reason, including but not limited to loans, transaction prices or consideration, accounts payable, notes payable or bonds, liquidated damages, compensation, indemnity, guarantees or other security, taxes, government fees, fines, and penalties. Tax means any and all taxes payable or fees collected by the relevant government departments, "taxes" shall also be interpreted accordingly.



 



7 License means the licenses, consents, orders, confirmations, permits, permissions, approvals and authorizations necessary for the Target Company to carry out its business and operations. 1.2 In this agreement: (a) References to representations, terms and annexes mean the representations, terms and annexes that are an integral part of this Agreement; (b) Any law, regulation, rule or other normative document shall mean such law, regulation, rule or other normative document as is revised or re-issued from time to time; (c) Any agreement shall include any modifications and supplements made from time to time to such agreement, except as otherwise expressly stated; (d) A person shall include any natural person, partnership, company, government or any other entity with independent legal personality, including any successor of the foregoing person’s rights and obligations (arising by merger or otherwise); (e) The annexes to this Agreement constitute an integral part of this Agreement and have the same legal effect as the main body of this Agreement. This Agreement shall include all its annexes. 2 The Equity Transfer 2.1 Shareholding Structure of the Target Company As of the Execution Date, the shareholding structure of the Target Company is as follows: No . Shareholder name Subscribed registered capital (USD) Method of contribution Sharehold ing percentag e 1. [*] [*] Cash [*] 2. Alpha and Omega Semiconductor Limited 84,000,000.0 0 Patent and know-how 25.817298 % 35,000,000.0 0 Cash 3. Alpha & Omega Semiconductor (Shanghai) Ltd. 61,809,941.0 0 Equipment 13.409796 % 4. [*] [*] Equipment [*] 5. [*] [*] Equipment [*]



 



8 No . Shareholder name Subscribed registered capital (USD) Method of contribution Sharehold ing percentag e 6. [*] [*] Cash [*] 7. [*] [*] Cash [*] 8. [*] [*] Cash [*] 9. [*] [*] Cash [*] 10. [*] [*] Cash [*] 11. [*] [*] Cash [*] 12. [*] [*] Cash [*] 13. [*] [*] Cash [*] 14. [*] [*] Cash [*] 15. [*] [*] Cash [*] 16. [*] [*] Cash [*] 17. [*] [*] Cash [*] 18. [*] [*] Cash [*] 19. [*] [*] Cash [*] 20. [*] [*] Cash [*] Total 460,931,264. 99 -- 100% 2.2 The Equity Transfer The Parties agree that, in accordance with and subject to the terms and conditions of this Agreement, the Transferor shall transfer to the Transferee the registered capital of the Target Company held by it totaling USD [*] (Among them, the cash contribution corresponding to Transferor 1 is USD [*], and the equipment contribution corresponding to Transferor 2 is USD [*], accounting for [*]% of the equity of the Company (“Transferred Equity”). Among them, (i) Transferor 1 shall transfer to the Transferee the registered capital of the Target Company held by it totaling USD [*] (corresponding to the cash contribution of USD [*], accounting for [*]% of the equity of the Company ("Transferor 1 Transferred Equity"), and (ii) Transferor 2 shall transfer to the Transferee the registered capital of the Target Company held by it totaling USD [*] (corresponding to the equipment contribution of USD [*], accounting for [*] % of the equity of the Company ("Transferor 2 Transferred Equity") (collectively, the “Equity Transfer”).



 



9 3 Equity Transfer Price 3.1 Payment Method The Transferee agrees to purchase the Transferred Equity from the Transferor by cash, and the Transferor agrees to accept the cash paid by the Transferee as the Equity Transfer Price for the Transferred Equity. 3.2 Equity Transfer Price The Parties agree that the Transferee shall pay the Equity Transfer Price to the Transferor for the Equity Transfer. Among them, the transfer price for the Transferor 1 Transferred Equity is [*] (That is, it is the RMB equivalent amount of [*]determined by foreign exchange conversion based on the central parity rate of the RMB exchange rate (i.e., 1 US dollar to [*] RMB) announced by the China Foreign Exchange Trade System authorized by the People's Bank of China as of [*], the “Equity Transfer Price 1”; for the avoidance of doubt, when the Equity Transfer Price 1 is actually paid, it shall be paid in the form of an equal amount of US dollars as stipulated in Article 4 of this Agreement)，and the transfer price for the Transferor 2 Transferred Equity is RMB [*] (That is, it is the RMB equivalent amount of USD [*]determined by foreign exchange conversion based on the central parity rate of the RMB exchange rate (i.e., 1 US dollar to [*] RMB) announced by the China Foreign Exchange Trade System authorized by the People's Bank of China as of [*], the “Equity Transfer Price 2”, together with the Equity Transfer Price 2 as the “Equity Transfer Price”; for the avoidance of doubt, when the Equity Transfer Price is actually paid, it shall be paid in the form of an equal amount of US dollars as stipulated in Article 4 of this Agreement). For the avoidance of doubt, (1) before the Transferee pays the corresponding Equity Transfer Price 1 to the Transferor 1, for the withholding income Tax and other Taxes and fees
that the Transferor 1 should bear and that The Transferee has paid in accordance with the law, such Taxes and fees shall be deducted from the Equity Transfer Price 1 paid to the Transferor 1 (i.e., such Taxes and fees shall be borne by the Transferor 1). The stamp duty involved in the Equity Transfer shall be borne by the Transferor and the Transferee respectively, and they shall complete the relevant stamp duty declaration and Tax payment obligations respectively. (2) The Transferor hereby confirms that all the capital contribution corresponding to the equity it holds in the Target Company (including the Transferred Equity) has been fully paid in on time. The Transferee is not required to assume the payment obligations corresponding to such Transferred Equity and is subject to the obligation to make up for contributions and compensation liabilities stipulated in Article 7.1 of this Agreement.



 



10 The Transferor 1 and the Target Company shall take all necessary actions to cooperate with the Transferee in handling the Tax declaration of the withholding income Tax for the relevant Equity Transfer, the Tax filing for the outbound payment of the Equity Transfer Price, and the relevant information registration and change procedures of the bank with the competent Tax authority having jurisdiction over the Transferee in accordance with the requirements of Applicable Laws, including but not limited to that the Transferor 1 and the Target Company shall cooperate with the competent tax authorities of the relevant Parties to communicate regarding the relevant Equity Transfer transactions, and based on the communication results confirmed by the Tax authority, provide Tax and fee calculation and supporting materials, the completion of tax return forms, the completion of outbound payment filing forms, as well as necessary supporting documents required by the Tax authority after communication (collectively, the "Transferor's Cooperation Obligation"). After the Transferor's Cooperation Obligation is fulfilled, the Transferee will, based on the aforementioned information, submit the Tax return for the withholding income Tax, pay the Taxes and fees, and complete the relevant Tax filing procedures for the outbound payment of the Equity Transfer Price after confirming with the Transferor 1. The Transferee is only obligated to pay the balance of the Equity Transfer Price to the Transferor 1 after deducting the withheld and remitted Taxes and fees. If any late payment penalties or fines arise due to the failure of the Transferor 1 to fulfill the Transferor's Cooperation Obligations, such late payment penalties or fines shall be borne by the Transferor 1, and the Transferee has the right to deduct
them from the Equity Transfer Price payable to the Transferor 1. 4 Payment of Equity Transfer Price 4.1 Co-Management of Funds and Closing 4.1.1 Within ten (10) Business Days after the Execution Date, the Transferor 1 and the Transferee shall jointly open a co-managed bank account ("Co- Management Account") in the name of the Transferee at the bank determined by the Transferee, and shall sign a tripartite bank fund co- management agreement with the opening bank ("Opening Bank" or "Custodian Bank"). The Co-Management Account will serve as a dedicated account for the Transferee to pay the Equity Transfer Price 1 to the Transferor 1. Within five (5) Business Days after the effective date of this Agreement, the Transferee shall pay RMB [*] ("First Co-Managed Fund") in full and in one lump sum to the Co-Management Account and provide the payment voucher in writing to the Transferor 1. Before September 15, 2025, the Transferee shall pay RMB [*] ("Second Co- Managed Fund") in full and in one lump sum to the Co-Management



 



11 Account and provide the payment voucher in writing to the Transferor 1. Before November 15, 2025, the Transferee shall pay [*] ("Third Co- Managed Fund") in full and in one lump sum to the Co-Management Account and provide the payment voucher in writing to the Transferor 1. 4.1.2 The Parties confirm and agree that during the period when the corresponding amount equivalent to the Equity Transfer Price as described in Article 4.1.1 is deposited in the Co-Management Account, the ownership of the aforementioned funds still belongs to the Transferee, and all the income generated from the funds in the Co-Management Account (if any) shall be enjoyed by the Transferee, and the custody fee, remittance fee and other expenses of the Co-Management Account shall be borne by the Transferee. 4.1.3 Each Party hereby further confirms and agrees that the date on which the Transferee pays the amount equivalent to the Equity Transfer Price 2 to the account designated by Transferor 2 in one lump sum in accordance with Article 4.2.1 of this Agreement shall be the "Equity Closing Date" of the Transferred Equity (i.e., the registered capital held by the Transferor in the Target Company of USD [*], corresponding to 20.345094% of the equity of the Target Company ). 4.1.4 On the Equity Closing Date, the Target Company shall (and the Transferor shall make reasonable commercial efforts to procure the Target Company to) deliver the original copies of the following documents to the Transferee (for the avoidance of doubt, if any of the following documents has been provided to the Transferee before the Equity Closing Date, there is no need to provide them again) : (a) The Target Company shall provide a capital contribution certificate signed by the legal representative of the Company and
stamped with the Company's official seal (in the same format and content as Part I of Annex VI to this Agreement), wherein the contribution date shall be updated on the completion Equity Closing Date; (b) The Target Company shall provide the register of shareholders of the Target Company (in the same format and content as Part II of Annex VI to this Agreement), wherein the contribution date shall be updated on the completion Equity Closing Date. 4.1.5 On the Equity Closing Date, the Target Company shall (and the Transferor shall make reasonable commercial efforts to procure the Target Company to) deliver the electronic scanned copies of the following documents to the Transferee (and the original documents (if applicable) shall be delivered to



 



12 the Transferee within ten (10) Business Days after the Equity Closing Date): (a) The relevant Transaction Documents shown in Annex I that have been signed by all Parties to this Agreement and other shareholders; (b) The Transaction Documents related to this Equity Transfer shall be approved and authorized by the formal and effective resolution passed by the shareholders' meeting and the board of directors of the Target Company. Among them, the resolution of the shareholders' meeting shall include that the existing shareholders of the Target Company agree to waive their rights of first refusal and co-sale rights for the Equity Transfer. 4.2 Payment Arrangement for the Equity Transfer Price 4.2.1 Payment Arrangement for Equity Transfer Price 2 Within ten (10) Business Days after Transferor 2 and the Target Company issue the Domestic Payment Conditions Precedent Satisfaction Confirmation Letter under Article 5.5 hereof in respect of the Domestic Payment Conditions Precedent described in Article 5.1 hereof, and the Domestic Payment Conditions Precedent Satisfaction Confirmation Letter is confirmed by the Transferee in writing to be satisfied or the Transferee waives the relevant conditions precedent in writing according to Article 5.5 hereof, the Transferee shall make a one-time payment of the amount equivalent to one hundred percent (100%) of the Equity Transfer Price 2, that is, [*] to the bank account designated by Transferor 2 that can legally and compliably receive the RMB Equity Transfer Price 2. 4.2.2 Payment Arrangement for Equity Transfer Price 1 4.2.2.1 Payment Arrangement for the First Equity Transfer Price Within ten (10) Business Days after the Transferor 1 and the Target Company issue the Overseas Payment First Conditions Precedent Satisfaction
Confirmation Letter in accordance with Article 5.5 of this Agreement in respect of the Overseas Payment First Conditions Precedent under Article 5.2 hereof, and such Overseas Payment First Conditions Precedent Satisfaction Confirmation Letter is confirmed in writing by the Transferee in accordance with Article 5.5 of this Agreement or the Transferee waives the relevant conditions precedent in writing, the Transferor 1 and the Transferee shall instruct in writing the bank where the Co-Management Account is opened to pay the first co- managed fund of [*] (the "First Equity Transfer Price"), after deducting



 



13 the relevant Taxes and fees that the Transferee shall pay on behalf of the Transferor 1 in accordance with Article 3.2 of this Agreement, in US dollars from the Co-Management Account to the bank account designated by Transferor 1 that can legally and compliably receive the First Equity Transfer Price. The Parties confirm that when calculating and paying the corresponding Equity Transfer Price to be paid to the Transferor 1 as mentioned above, if it needs to be paid in US dollars and convert from RMB to US dollars accordingly, the foreign exchange conversion shall be made in accordance with the central parity rate of the RMB exchange rate published by the China Foreign Exchange Trade System authorized by the People's Bank of China on the Business Day prior to the actual payment date. 4.2.2.2 Payment Arrangement for the Second Equity Transfer Price Within ten (10) Business Days after the Transferor 1 and Target Company issue the Overseas Payment Second Conditions Precedent Satisfaction Confirmation Letter in accordance with Article 5.5 of this Agreement in respect of the Overseas Payment Second Conditions Precedent under Article 5.3 hereof, and such Second Conditions Precedent Satisfaction Confirmation Letter is confirmed in writing by the Transferee in accordance with Article 5.5 of this Agreement or the Transferee waives the relevant conditions precedent in writing, the Transferor 1 and the Transferee shall instruct in writing the bank where the Co-Management Account is opened to pay the second co-managed fund of RMB [*] (the "Second Equity Transfer Price"), after deducting the relevant Taxes and fees that the Transferee shall pay on behalf of the Transferor 1 in accordance with Article 3.2 of this Agreement, in US dollars from the Co- Management
Account to the bank account designated by Transferor 1 that can legally and compliably receive the Second Equity Transfer Price. The Parties confirm that when calculating and paying the Equity Transfer Price to be paid to the Transferor 1 as mentioned above, if it needs to be paid in US dollars and convert from RMB to US dollars accordingly, the foreign exchange conversion shall be made in accordance with the central parity rate of the RMB exchange rate published by the China Foreign Exchange Trade System authorized by the People's Bank of China on the Business Day prior to the actual payment date. 4.2.2.3 Payment Arrangement for the Third Equity Transfer Price



 



14 Within ten (10) Business Days after the Transferor 1 and Target Company issue the Overseas Payment Third Conditions Precedent Satisfaction Confirmation Letter in accordance with Article 5.5 of this Agreement in respect of the Overseas Payment Third Conditions Precedent under Article 5.4 hereof, and such Third Conditions Precedent Satisfaction Confirmation Letter is confirmed in writing by the Transferee in accordance with Article 5.5 of this Agreement or the Transferee waives the relevant conditions precedent in writing, the Transferor 1 and the Transferee shall instruct in writing the bank where the Co-Management Account is opened to pay [*] (the "Third Equity Transfer Price"), after deducting the relevant Taxes and fees that the Transferee shall pay on behalf of the Transferor 1 in accordance with Article 3.2 of this Agreement, in US dollars from the Co-Management Account to the bank account designated by Transferor 1 that can legally and compliably receive the Third Equity Transfer Price. The Parties confirm that when calculating and paying the Equity Transfer Price to be paid to the Transferor 1 as mentioned above, if it needs to be paid in US dollars and convert from RMB to US dollars accordingly, the foreign exchange conversion shall be made in accordance with the central parity rate of the RMB exchange rate published by the China Foreign Exchange Trade System authorized by the People's Bank of China on the Business Day prior to the actual payment date. For the avoidance of doubt, the date on which the Transferor 1 and the Transferee complete the release of the Third Equity Transfer Price as stipulated in Article 4.2.2.3 of this Agreement shall be regarded as the "Payment Completion Date" for the Transferee. 4.3 Transferor 2 shall provide the Transferee with
bank account information in writing before the Domestic Payment Conditions Precedent described in Article 5.1 are all satisfied or waived in writing by the Transferee. Transferor 1 shall provide the Transferee with bank account information in writing before the Overseas Payment First Conditions Precedent described in Article 5.2 are all satisfied or waived in writing by the Transferee. 4.4 The Parties confirm and agree that the Transferee shall become a shareholder of the Target Company with respect to the corresponding registered capital (i.e., the registered capital of the Target Company of [*], corresponding to [*] of the Target Company’s equity) obtained through the Equity Transfer as of the Equity Closing Date (inclusive), and the Transferee shall enjoy the corresponding shareholder rights and assumes the corresponding obligations in accordance with the provisions of Applicable Laws such as the Company Law of the People's



 



15 Republic of China and the provisions in the Transaction Documents related to this Equity Transfer. From the Equity Closing Date (inclusive), the Target Company's accumulated undistributed profits (if any) corresponding to the registered capital obtained in the Equity Transfer shall be enjoyed by the Transferee. 5 Conditions Precedent and Delivery Documents 5.1 Conditions Precedent for Equity Transfer Price 2 Unless the Transferee makes a written waiver, the Transferee's fulfillment of the obligation to pay the Equity Transfer Price 2 shall be subject to the following conditions being confirmed in writing by the Transferee to be fully satisfied ("Domestic Payment Conditions Precedent", the date on which all Domestic Payment Conditions Precedent are satisfied is hereinafter referred to as “Domestic Payment Conditions Precedent Satisfaction Date”) : (a) [*] (b) [*] (c) [*] (d) [*] (e) [*] (f) [*] (g) [*] (h) [*] (i) [*] (j) [*] 5.2 Overseas Payment First Conditions Precedent for Equity Transfer Price 1 Unless the Transferee waives in writing, the Transferee’s performance of the First Equity Transfer Price payment obligations shall be subject to that the following conditions are confirmed by the Transferee in writing to be satisfied (“Overseas Payment First Conditions Precedent”; the date on which all the Overseas Payment First Conditions Precedent are satisfied is hereinafter referred to as the “Overseas Payment First Conditions Precedent Satisfaction Date”): (a) [*] (b) [*] (c) [*]



 



16 (d) [*] (e) [*] (f) [*] (g) [*] (h) [*] (i) [*] (j) [*] (k) [*] (l) [*] (m) [*] (n) [*] 5.3 Overseas Payment Second Conditions Precedent of Equity Transfer Price 1 Unless the Transferee makes a written waiver, the Transferee's fulfillment of the obligation to pay the Second Equity Transfer Price shall be subject to the following conditions being confirmed in writing by the Transferee to be fully satisfied ("Overseas Payment Second Conditions Precedent", the date on which all Overseas Payment Second Conditions Precedent are satisfied is hereinafter referred to as “Overseas Payment Second Conditions Precedent Satisfaction Date”): (a) [*] (b) [*] (c) [*] [*] 5.4 Overseas Payment Third Conditions Precedent of Equity Transfer Price 1 Unless the Transferee makes a written waiver, the Transferee's fulfillment of the obligation to pay the Third Equity Transfer Price shall be subject to the following conditions being confirmed in writing by the Transferee to be fully satisfied ("Overseas Payment Third Conditions Precedent", the date on which all Overseas Payment Third Conditions Precedent are confirmed by the Transferee in writing to be satisfied or are waived by the Transferee in writing is hereinafter referred to as the “Overseas Payment Third Conditions Precedent Satisfaction Date”): (a) [*]



 



17 (b) [*] (c) [*] (d) [*] (e) [*] [*] 5.5 The Transferor and the Target Company shall each issue to the Transferee, on the date on which each of the conditions precedent described in Articles 5.1 to 5.3 is satisfied, a written confirmation letter confirming that all such conditions precedent have been satisfied in respect of the portion of the equity interests to be transferred by the Transferor in connection with the Equity Transfer (collectively, the “Conditions Precedent Satisfaction Confirmation Letter”, the format and content of which are set forth in Annex 7 to this Agreement). Specifically, (1) Transferor 2 and the Target Company shall each issue to the Transferee on the Domestic Payment Conditions Precedent Satisfaction Date a written confirmation letter confirming that the Domestic Payment Conditions Precedent referred to in Article 5.1 hereof (excluding item (c) for Transferor 2; and excluding items (b) and (c) for the Target Company) have been fully fulfilled (the format and content of which shall be the same as Part I of Annex VII to this Agreement, the “Domestic Payment Conditions Precedent Satisfaction Confirmation Letter”); (2) Transferor 1 and the Target Company shall each issue to the Transferee on the Second Conditions Precedent Satisfaction Date a written confirmation letter confirming that the Domestic Payment First Conditions Precedent referred to in Article 5.2 hereof (excluding item (c) for Transferor 1; and excluding items (b), (c) and (n) for the Target Company) have been fully fulfilled (the format and content of which shall be the same as Part II of Annex VII to this Agreement, the “Overseas Payment First Conditions Precedent Satisfaction Confirmation Letter”); (3) Transferor 1 and the Target Company shall each issue to the Transferee on the Overseas Payment
Second Conditions Precedent a written confirmation letter confirming that the Overseas Payment Second Conditions Precedent referred to in Article 5.3 hereof (excluding item (c) for the Target Company) have been fully fulfilled (the format and content of which shall be the same as Part III of Annex VII to this Agreement, the “Overseas Payment Second Conditions Precedent Satisfaction Confirmation Letter”); (4) Transferor 1 and the Target Company shall each issue to the Transferee on



 



18 the Overseas Payment Third Conditions Precedent a written confirmation letter confirming that the Overseas Payment Third Conditions Precedent referred to in Article 5.4 hereof (excluding item (e) for the Target Company) have been fully fulfilled (the format and content of which shall be the same as Part IV of Annex VII to this Agreement, the “Overseas Payment Third Conditions Precedent Satisfaction Confirmation Letter”); The Transferee shall have the right to review the aforementioned documents within ten (10) Business Days after receiving the Conditions Precedent Satisfaction Confirmation Letter. If the Transferee has no objections, it shall notify the Target Company and the Transferor in writing (e.g., by email) within ten (10) Business Days after receiving the Conditions Precedent Satisfaction Confirmation Letter, confirming that all the aforementioned conditions precedent have been satisfied. If the Transferee has any reasonable objections, it must, within ten (10) Business Days of receiving the Conditions Precedent Satisfaction Confirmation Letter, appropriately explain the reasons and background for its objections and provide the Target Company and the Transferor with relevant written materials. The Transferee has the right to request the Target Company and the Transferor to take further actions or provide further documents until: (1) the relevant conditions precedent for which the Transferee raised reasonable objections are satisfied or waived in writing by the Transferee; or (2) the reasonable objections raised by the Transferee are properly resolved. 5.6 The Target Company shall promptly apply for the registration and filing of the company change related to the Equity Transfer within five (5) Business Days after the Equity Closing Date, and the relevant Parties shall
provide necessary cooperation. The Parties agree to provide and sign any necessary and reasonable information and legal documents requested from time to time by the market regulation administration or other competent authorities, including but not limited to the business licenses or registration certificates of the Parties (including notarized and certified copies of the registration certificates and their translations, if required), to facilitate the prompt completion of the company change registration and filing for the Equity Transfer. The Target Company shall use its best reasonable efforts to ensure that the aforementioned company change registration and filing procedures are completed within twenty (20) Business Days from the date the Target Company first submits the application for company change registration and filing procedures. After the aforementioned company change registration and filing procedures are completed, the Target Company shall provide the Transferee with a copy of the new business license stamped with the official seal (as applicable) within five (5) Business Days. 5.7 On Domestic Payment Conditions Precedent Satisfaction Date, Transferor 2 shall



 



19 (and Transferor 2 shall use reasonable commercial efforts to cause the Target Company to complete the delivery matters described in this Article 5.7) deliver to the Transferee a Domestic Payment Conditions Precedent Satisfaction Confirmation Letter regarding the satisfaction of all such Domestic Payment Conditions Precedent or the written waiver of such condition precedents by the Transferee. The Target Company shall provide the Transferee with electronic scans of the relevant supporting documents and other written materials (and shall deliver the originals (if applicable) to the Transferee within ten (10) Business Days following the Domestic Payment Conditions Precedent Satisfaction Date). 5.8 On the Overseas Payment First Conditions Precedent Satisfaction Date, Transferor 1 shall (and Transferor 1 shall use reasonable commercial efforts to cause the Target Company to complete the delivery matters described in this Article 5.8) deliver to the Transferee an Overseas Payment First Conditions Precedent Satisfaction Confirmation Letter regarding the satisfaction of all such Overseas Payment First Conditions Precedent or the written waiver of such condition precedents by the Transferee. The Target Company shall provide the Transferee with electronic scans of the relevant supporting documents and other written materials (and shall deliver the originals (if applicable) to the Transferee within ten (10) Business Days following the Overseas Payment First Conditions Precedent Satisfaction Date). 5.9 On the Overseas Payment Second Conditions Precedent Satisfaction Date, Transferor 1 shall (and Transferor 1 shall use reasonable commercial efforts to cause the Target Company to complete the delivery matters described in this Article 5.9) deliver to the Transferee an Overseas
Payment Second Conditions Precedent Satisfaction Confirmation Letter regarding the satisfaction of all such Overseas Payment Second Conditions Precedent or the written waiver of such condition precedents by the Transferee. The Target Company shall provide the Transferee with electronic scans of the relevant supporting documents and other written materials (and shall deliver the originals (if applicable) to the Transferee within ten (10) Business Days following the Overseas Payment Second Conditions Precedent Satisfaction Date). 5.10 On the Overseas Payment Third Conditions Precedent Satisfaction Date, Transferor 1 shall (and Transferor 1 shall use reasonable commercial efforts to cause the Target Company to complete the delivery matters described in this Article 5.10) deliver to the Transferee an Overseas Payment Third Conditions Precedent Satisfaction Confirmation Letter regarding the satisfaction of all such Overseas Payment Third Conditions Precedent or the written waiver of such condition precedents by the Transferee. The Target Company shall provide the Transferee with electronic scans of the relevant supporting documents and other



 



20 written materials (and shall deliver the originals (if applicable) to the Transferee within ten (10) Business Days following the Overseas Payment Third Conditions Precedent Satisfaction Date). 6 Commitments before Completion of the Equity Transfer 6.1 The Target Company undertakes to the Transferee that, except for the Equity Transfer and/or the Merger and Reorganization under this Agreement, during the period from the Execution Date to the Equity Closing Date (inclusive) (the “Transition Period”), the Target Company shall ensure that: (a) it will conduct business in accordance with general and normal procedures, and only incur (or agree to incur) expenses for the purpose of normal business operations during the course of normal transactions; (b) it will take all reasonable measures to protect and maintain its assets; (c) it will take all reasonable measures to ensure that it holds all necessary valid licenses, permits, qualifications, certificates, approvals, or authorizations required for the conduct of its business; and (d) Any related-party transactions entered into by the Target Company are based on market prices, with relevant parties entering into agreements and orders in accordance with fair and equitable principles, clearly defining rights and obligations, and complying with internal decision-making procedures as stipulated in the Articles of Association, Shareholders Agreement, and relevant regulations, with no unfair related-party transactions occurring. As a shareholder of the Target Company, the Transferor shall actively exercise its shareholder rights and actively exercise its directorial powers through its appointed directors to urge the Target Company to fulfill the above commitments. 6.2 The Transferor and the Target Company shall each make the following commitments to
the Transferee: except for the Equity Transfer and/or the Merger and Reorganization under this Agreement, during the Transition Period, the Target Company and the Transferor shall each make the following commitments in accordance with the specific terms and scope of their respective commitments as clearly stipulated in Article 6.2 of this Agreement, and shall engage in sufficient consultation with the Transferee regarding any matters that have a substantial impact on the Target Company, and unless the Transferee has given prior written consent (the Transferee shall respond within five (5) Business Days of receiving written or email notification from the Transferor or the Target Company; if the Transferee disagrees, it must state the reasons; otherwise, it shall be deemed to have agreed), the Transferor and the Target Company shall ensure



 



21 compliance with the respective commitments and scope of commitments clearly stipulated in Article 6.2 of this Agreement to ensure: (a) The Transferor and the Target Company shall not, within the scope of their respective commitments under this Agreement, engage in, permit, or facilitate (and shall ensure that the Target Company does not engage in, permit, or facilitate) any act or omission that would constitute or result in a breach of any representations, warranties, or commitments made by the Transferor and the Target Company under this Agreement. (b) The Target Company undertakes not to take any of the following actions (except for actions taken in cooperation with the Transferee in accordance with this Agreement for the purpose of the Equity Transfer and/or the Merger and Reorganization): (i) To increase, decrease, allocate, issue, acquire, repay, transfer, pledge, or redeem any registered capital or equity of the Target Company; (ii) To take any action that may result in the dilution of the Transferee's equity in the Target Company on the date of satisfaction of the conditions precedent, through the revision of the Articles of Association or through any reorganization, merger, sale of equity, consolidation, or sale of assets. (iii) Unless with the prior written consent of the Transferee, to make any changes or adjustments to: (A) the control structure, determination of actual controllers, and internal management structure of the Target Company; (B) the composition, powers and responsibilities, voting mechanisms, and procedures for convening and holding meetings of the shareholders' meeting, board of directors, board of supervisors, and senior management of the Target Company; (iv) Unless with the prior written consent of the Transferee, to make any changes to the core employees
of the Target Group, or any adjustments to the remuneration, positions, or employment relationships of the directors, supervisors, senior management, or core employees of the Target Group, or to formulate any new policies or revise existing policies with respect to the recruitment, incentives, benefits, rewards and penalties, housing, or termination of employment of such personnel. (v) To sell, lease, transfer, license, or assign any material assets, or create any mortgage, pledge, security interest, or other type of Encumbrance on any material assets; except where the Target Company disposes of its assets in the ordinary course of business in



 



22 a manner consistent with past business practices; (vi) The Target Company incurs or assumes total liabilities, obligations, or expenses exceeding RMB five million (RMB 5,000,000) (or the equivalent in other currencies), or makes any major capital expenditures exceeding RMB five million (RMB 5,000,000) (or the equivalent in other currencies), except for those incurred in the ordinary course of business (such as credit facilities, loans, or mortgages obtained by the Target Company from banks or other financial institutions for daily operational needs, or capital contributions made by the Target Company to its subsidiaries, or loans or intercompany transactions between the Target Company and its subsidiaries); (vii) Announcing, paying, and distributing any profits, dividends, or bonuses; (viii) Engaging in any related-party transactions, except for transactions conducted by the Target Company in the normal course of business and in accordance with past business practices; (ix) Except as disclosed in writing to the Transferee in the disclosure letter of this Agreement, to enter into any contract, agreement, or making any commitment (regardless of whether it is legally binding), except for business contracts or agreements entered into by the Target Company in the normal course of its business activities or daily operations within the scope of its normal business activities, with an amount of less than RMB ten million (RMB 10,000,000); (x) To agree to any change or termination of any existing agreement to which the Target Company is a party that may have a Material Adverse Effect on the nature or scope of the Target Company's operations, assets, finances, or business; (xi) To waive any of its claims, rights, or interests, or grant any exemption or reduction of any material debt, obligation,
or liability of any of its debtors or contractual counterparties; (xii) Unless prior written consent is obtained from the Transferee, to establish, cancel, or materially modify the terms of any profit- sharing plan, option or equity plan, reward or incentive plan; (xiii) Unless with the prior written consent of the Transferee, to enter into any debt settlement or arrangement with its creditors, file for bankruptcy, or take any action that may result in its liquidation, or



 



23 fail to take any reasonable action to prevent liquidation proceedings (whether voluntary or involuntary) from being initiated against it; For the avoidance of doubt, the Target Company may enter into a legally binding settlement agreement with Transferor 2 regarding any outstanding debts and claims between them, and such settlement agreement shall not be deemed a breach of this clause. (xiv) To change the corporate form of the Target Group, shorten its operating term, or take any action such as merger, division, cessation of operations, acquisition, reorganization, liquidation, filing for bankruptcy, or other similar actions with respect to the Target Group; (xv) Unless prior written consent is obtained from the Transferee, to reach a settlement with any counterparty in litigation, arbitration, or other legal proceedings that is material to the Target Company; (xvi) To establish or close any branch or office, or create, acquire, or dispose of any subsidiary or any shares, equity interests, securities, or rights in any subsidiary; (xvii) To modify its previously adopted accounting policies or reporting practices, except as required by Applicable Laws; (xviii) To agree or commit, either orally or in writing, to take any of the above actions, including but not limited to signing a letter of intent to invest, a letter of commitment, a letter of consent, etc.; (xix) To take or commit to take other actions that may have a Material Adverse Effect on the Target Group. The Transferor, as a shareholder of the Target Company, shall actively exercise its shareholder rights and, through the directors it has appointed, actively exercise its directorial powers to ensure that the Target Company does not engage in the conduct described in Article 6.2(b) of this Agreement (except for conduct necessary to facilitate the Equity
Transfer under this Agreement and/or to achieve the objectives of the Merger and Reorganization). (c) The Target Company undertakes to comply with all Applicable Laws and regulations in all material respects. The Transferor, as a shareholder of the Target Company, shall actively exercise its shareholder rights and actively exercise its directorial powers through its appointed directors to urge the Target Company not to engage in any conduct that violates this Article 6.2(c).



 



24 (d) If, at any time prior to or upon completion of the Equity Transfer, it becomes necessary to reaffirm the warranties based on the facts and circumstances then existing, the Transferor and the Target Company shall not engage in, permit, or facilitate any act or omission that would constitute or give rise to a breach of such warranties; nor shall they take any action inconsistent with the provisions of this Agreement, the purpose of the Equity Transfer, or the purpose of the Merger and Reorganization. (e) For matters during the transition period that require the Transferee's consent, the Target Company shall issue a written notice to the Transferee. Upon receipt of the notice, the Transferee shall respond in writing within five (5) days at the latest (if disagreeing, the reasons for disagreement must be attached; if urgent handling is required, the Transferee shall make reasonable efforts to handle it as soon as possible). The Transferee shall not unreasonably refuse the Target Group from engaging in the matters listed in this section 6.2. 6.3 The Transferor agrees not to vote in favor of any resolution at the shareholders' meeting or board of directors' meeting of the Target Company regarding the Target Company's breach of the above Transition Period covenants. 6.4 Accounts and Transactions. The Target Company undertakes to the Transferee that during the Transition Period: (a) all revenues and expenditures of the Target Group shall be processed through the Target Group’s accounts; (b) any amounts that should have been received through the Target Group's account but were actually received through other bank accounts shall be deposited into the Target Group's account prior to the completion of the Equity Transfer; (c) no Target Group account shall be closed, and no new bank account shall be
opened outside the Target Group's account without the prior written consent of the Transferee. The Transferor, as a shareholder of the Target Company, shall actively exercise its shareholder rights and, through the directors it has appointed, actively exercise its directorial powers to urge the Target Company to perform the obligations set forth in this Article 6.4. 6.5 Progress Notification. The Transferor and the Target Company undertake to the Transferee that during the Transition Period, they shall promptly notify the Transferee in writing of the following matters of which they are aware (or to Transferor’s Reasonable Knowledge): (a) Any event, circumstance, fact, or situation that constitutes or may constitute a breach of the representations, warranties, and covenants, or any event, circumstance, fact, or situation whose effects may render the representations, warranties, and covenants inaccurate or incorrect in any



 



25 respect; (b) Any event, circumstance, fact, or situation that constitutes or may constitute a breach of the commitments made prior to the completion of the Equity Transfer as specified in Article 6 of this Agreement; and (c) All material events, circumstances, facts, and situations that affect the assets, liabilities, business, finances, operations, customer or supplier relationships, employee relationships, or prospects of the Target Company. 6.6 Exclusivity. The Transferor and the Target Company severally and independently undertake to the Transferee that, except for the Merger and Reorganization and the Equity Transfer pursuant to this Agreement, during the Transition Period, the Transferor and the Target Company shall: (a) not solicit, initiate, consider, encourage, or accept any proposal or offer from any person relating to any of the following matters: (i) Any investment in the Target Group; (ii) Any acquisition, whether direct or indirect, of all or any part of the equity interests in the Target Company held by the Transferor or any assets of the Target Group; or the creation or maintenance of any lien, claim, mortgage, pledge, or other encumbrance on the equity interests in the Target Company held by the Transferor; (iii) Mergers, consolidations, or other forms of business combinations with the Target Group; (iv) Capital reorganizations, asset reorganizations, or other abnormal business transactions involving the Target Group. (b) not engage in any discussions, conversations, negotiations, or other forms of communication with any other parties unrelated to the aforementioned matters in connection with the Merger and Reorganization, or provide any information related to the aforementioned matters to any other persons, or in any way cooperate with, assist, participate in, promote, or
encourage any other persons to attempt to engage in the aforementioned matters. (c) immediately terminate all existing discussions, conversations, negotiations, and other forms of communication regarding the aforementioned matters with any other parties unrelated to the Merger and Reorganization as of the Execution Date. If any person makes any such proposal or offer, or if any person has made any such inquiry, the Transferor shall immediately notify the Transferee and, in the notice to the Transferee, provide reasonable details regarding the identity of the person who made such proposal, offer, inquiry, or contact, as well as the terms and conditions of such proposal,



 



26 offer, inquiry, or other contact. 6.7 Transition Period Profit and Loss. The Parties hereby agree that the profit and loss generated by the Target Group during the Transition Period shall be enjoyed or borne by the Transferee, AOS Party, and the Target Company, as well as the existing shareholders of the Target Company on the Equity Closing Date, in proportion to their respective shareholdings in the Target Company on the date of completion of the Equity Transfer. 7 Commitments 7.1 [*] (1) [*] (2) [*] (3) [*] (4) [*] 7.2 Control Right From the date of completion of the Equity Transfer, AOS agrees to actively cooperate and promote the completion of the following matters by signing Transaction Documents, participating in the corresponding shareholders' meetings and exercising voting rights to agree to the following matters, as well as ensuring and promoting the directors appointed by it to participate in the corresponding board meetings and exercise voting rights to agree to the following matters: (1) From the Equity Closing Date, the Target Company's board of directors shall consist of seven (7) members. The Transferee shall have the right to appoint [*] directors, AOS shall have the right to appoint [*] director, and Chongqing Yujiangxin Enterprise Management Co., Ltd. shall have the right to appoint [*] directors. The board of directors shall have one (1) chairman, nominated from among the directors appointed by the Transferee and elected by the board of directors; one (1) vice chairman, nominated from among the directors appointed by Chongqing Yujiangxin Enterprise Management Co., Ltd. and elected by the board of directors; and (2) From the Equity Closing Date, it will cooperate with the Transferee to take all necessary and reasonable measures and actions in accordance with
Applicable Laws and regulations to ensure that the Transferee can exercise effective and comprehensive control over the Target Company and achieve financial consolidation, including but not limited to issuing a commitment letter stating that it will not seek actual control (if necessary).



 



27 7.3 Exit of Minority Shareholders. From the Equity Closing Date, AOS agrees to participate in the relevant shareholders' meetings and exercise its voting rights to approve the following matters and waive its rights of first refusal and preemptive rights etc., through the signing of Transaction Documents, to ensure and promote the participation of its appointed directors in the relevant board meetings and exercise their voting rights to approve the following matters, to appoint representatives to attend relevant communication meetings or negotiation meetings, to issue corresponding commitment letters or supporting documents (if any), and to approve the following matters: (1) It is agreed that the equity interests held by [*] (hereinafter collectively referred to as the “Exiting Shareholders”) in the Target Company shall be disposed of in the following manner to enable the Exiting Shareholders to exit the Target Company. The Transferee shall have the right to choose (the specific scheme shall be subject to the notice provided by the Transferee to the shareholders of the Target Company, including the Transferor, at the time) that (i) the Exiting Shareholders will exit the Target Company through a targeted capital reduction. The capital reduction plan is as follows: the Target Company shall pay the capital reduction amount to the Exiting Shareholders through a non-proportional targeted capital reduction; the capital reduction amount shall be equivalent to the total amount calculated based on the actual transaction price paid by the Exiting Shareholders for their equity in the Target Company, plus an annualized return calculated at a certain rate, with the final determination made by the shareholders' meeting resolution of all shareholders of the Target Company at that time (“Shareholders' Meeting
Resolution on Direct Capital Reduction”); or (ii) a third party designated by the Transferee (the “Purchaser SPV”) acquires the equity interests of the Exiting Shareholders, and after the completion of the aforementioned Equity Transfer, the Purchaser SPV exits the Target Company through a capital reduction. The aforementioned Equity Transfer and capital reduction plan is detailed as follows: (a) The Purchaser SPV will acquire all of the equity held by the Exiting Shareholders and pay the equity transaction consideration to the Exiting Shareholders (the aforementioned consideration is equivalent to the total amount calculated based on the transaction price actually paid by the Exiting Shareholders for their equity in the Target Company, plus an annualized return calculated at a certain rate, with the final amount being the transaction consideration actually paid by the Purchaser SPV); (b) The Target Company shall pay the capital reduction



 



28 amount to the Purchaser SPV through a non-proportional targeted capital reduction; the capital reduction amount shall be equivalent to the total transaction consideration paid by the Purchaser SPV to the Exiting Shareholders, and shall ultimately be subject to the shareholders' meeting resolution made by all shareholders of the Target Company at that time (the “Shareholders' Meeting Resolution on Indirect Capital Reduction”). (For the avoidance of doubt, regardless of whether the Transferee chooses option (i) or option (ii), once determined, the shareholders' meeting resolution shall be referred to as the “Capital Reduction Shareholders' Meeting Resolution” throughout the remainder of this Agreement). (2) To achieve the purpose of the capital reduction plan set forth in Article 7.3(1), it is agreed as follows: within ten (10) Business Days after the Target Company's shareholders' meeting has approved the resolution on capital reduction as stipulated in Article 7.3(1) of this Agreement, the Transferee or its designated party may (i) After the Exiting Shareholder or the Purchaser SPV no longer holds any equity in the Target Company through a capital reduction, pay cash of no less than [*] (the specific amount shall be consistent with the capital reduction payment that the Target Company is required to make to the Purchaser SPV or the Exiting Shareholder pursuant to the capital reduction shareholders' meeting resolution), to conduct a cash capital increase of the Target Company (the “First Cash Capital Increase”), and the Target Company shall use such capital increase proceeds to pay the capital reduction amount to the Exiting Shareholder or the Purchaser SPV (as determined in accordance with the applicable scheme at that time); for the avoidance of doubt, the amount of registered capital
of the Target Company acquired by the Transferee through the First Cash Capital Increase and the corresponding equity ratio shall be determined in accordance with the provisions of Article 7.3(3). (ii) enter into a shareholder loan agreement with the Target Company at that time and provide the Target Company with a loan of [*] (“Shareholder Loan”, the specific amount shall be subject to the terms of the shareholder loan agreement) in accordance with the shareholder loan agreement. and (b) the Target Company shall use such Shareholder Loan to pay the capital reduction consideration to the Exiting Shareholders or the Purchaser SPV (as determined by the applicable plan at that time). Other specific matters related to the Shareholder Loan (including but not limited to the loan term, etc.) shall be governed by the loan agreement (the “Shareholder Loan Agreement”) separately



 



29 entered into between the Transferee or its designated party and the Target Company. Within ninety (90) days after the Target Company has paid all amounts due to the shareholders exiting through the targeted capital reduction, the Transferee shall convert the principal claims held against the Target Company based on Shareholder Loans into equity to make capital increase (together with the First Cash Capital Increase in Article 7.3(2), as applicable, as the “First Capital Increase”). (3) The Transferee acquire through the First Capital Increase approximately [*]% of the current equity of the Target Company (to avoid any doubt, the timing shall be when the First Capital Increase is completed) (to avoid any doubt, the formula for calculating this ratio is[*]/ [*] . The specific ratio shall be subject to the result calculated by the above formula) of the Target Company's equity at that time (for the avoidance of doubt, this refers to the point in time after the Exiting Shareholders or the Purchaser SPV (as determined by the applicable pan at that time) have completed the capital reduction and exit, and the Debt-to-Equity Conversion specified in this article has been completed) and the corresponding registered capital amount (to avoid any doubt, the specific registered capital amount shall be calculated based on the actual registered capital amount of the Target Company at that time). 7.4 Subsequent Capital Increase The Parties hereby confirm and agree that, following the execution and effectiveness of this Agreement and before [*], upon the satisfaction of the following conditions precedent (the “Subsequent Capital Increase Conditions Precedent”) or their written waiver by the Transferee, the Transferee shall have the right to make a subsequent capital increase in the Target Company with cash not
exceeding RMB [*] (the “Subsequent Capital Increase”, together with the Frist Capital Increase as the “Post-Closing Capital Increase”) in accordance with the pre-investment valuation of the Target Company of [*]; AOS Party hereby agrees to actively cooperate and provide necessary cooperation and assistance in relation to such Subsequent Capital Increases, including (i) cooperating in the signing of relevant resolutions or documents, (ii) attending relevant shareholders' meetings and exercising voting rights to approve subsequent capital increases and waive preemptive rights, etc., and (iii) ensuring and promoting that the directors it appoints attend relevant board meetings and exercise voting rights to approve subsequent capital increases, etc. (1) The Exiting Shareholders or the Purchaser SPV (As determined by the then-



 



30 applicable scheme) have exited the Target Company; (2) The First Capital Increase has been completed; (3) All Transaction Documents related to the Subsequent Capital Increase, such as the capital increase agreement (the “Subsequent Capital Increase Transaction Documents”) have been signed; (4) The Target Company has not violated the terms of the Shareholder Loan Agreement, if applicable; (5) The assessment results related to the Subsequent Capital Increase have been approved by the competent state-owned asset supervision and administration agency; (6) The Transferee and the Target Company have completed the internal approval procedures for the Subsequent Capital Increase transaction in accordance with Applicable Laws; The Transferee and the Target Company have completed the internal approval procedures for the Subsequent Capital Increase transaction in accordance with Applicable Laws; (7) There are no breaches of the terms of the Transaction Documents already signed by the Parties; (8) As of the date on which the conditions precedent for the Subsequent Capital Increase are satisfied, there have been no Material Adverse Changes in the Target Company's business operations, assets (including IPR), finances, management, personnel, legal status, or policy environment; the Target Company has not suffered any major liability incidents, major reputational risks, or major administrative penalties in its production and operations; (9) Other conditions precedent specified in the Transaction Documents for the Subsequent Capital Increase. 7.5 Other Commitments of AOS Party The AOS Party undertakes to the Transferee that it will promptly fulfill the following commitments in accordance with the provisions of this Agreement after the Equity Closing Date, and to
provide the Transferee with relevant supporting documents (if any): (1) [*] (2) Without infringing upon the legitimate rights and interests of the Target Company or AOS Party, it will actively cooperate with the Transferee in formulating and implementing decision-making processes and related institutional documents for related party transactions suitable for the Target Company, and actively cooperate in improving other basic and



 



31 important management systems of the Target Company as well as adjusting and optimizing the governance and management structure of the Target Company. (3) The Transferee, the Target Company, and AOS Party and/or its Affiliates have reached a consensus on the following matters concerning the intellectual property rights of the Target Group, and AOS Party and/or its Affiliates jointly make the following confirmation and commitment: A. [*] B. [*] C. [*] D. [*] E. [*] F. [*] G. [*] 7.6 Other Commitments of the Target Company The Target Company undertakes to the Transferee that it will and will cause the following related parties to promptly fulfill the following commitments in accordance with the terms of this Agreement after the completion of the Equity Transfer, provided that such fulfillment does not violate Applicable Laws or the provisions of the company’s articles of association and does not harm the legitimate rights and interests of the Transferor or any third parties. The Transferor shall actively exercise its voting rights and other shareholder rights, and shall actively exercise its directorial powers through the directors it has appointed, to provide necessary cooperation: (1) [*] The Transferee has the right to require the external lawyers hired by the Target Company for this case to report the progress and handling of the case to the Transferee in accordance with the Transferee's requirements. In addition, any subsequent handling of the Target Company's frozen and seized assets, proposed arbitration settlement/ mediation arrangements, such matters shall be subject to the prior written consent of the Transferee. (2) Any related-party transactions that the Target Group must engage in shall be conducted by the relevant parties in accordance with market prices, based on the
principles of fairness and impartiality, through the signing of relevant agreements to clarify rights and obligations. Such transactions shall be subject to internal decision-making procedures in accordance



 



32 with the Company’s articles of association, Transaction Documents, and relevant regulations, and no unfair related-party transactions shall be permitted. Furthermore, the Target Company undertakes to exercise due diligence to promptly prevent directors, managers, and other senior management personnel from violating the non-competition obligations stipulated in the Company Law of the People's Republic of China and the Company's articles of association. However, the appointment of directors and supervisors nominated by company shareholders is not subject to the restrictions of non-competition obligations. (3) The Target Company and AOS Party shall actively comply with, and shall encourage other existing shareholders to comply with, the guidance and recommendations of the third-party intermediary and the scheme confirmed in writing by the Transferee, to gradually adjust the proportion of related-party transactions within the Target Group, and to ensure that the Target Group possesses the capability for direct market-oriented independent and sustainable operations, and that the Target Group meets the requirements for independence in terms of asset integrity, personnel independence, financial independence, institutional independence, and business independence, and that the Target Group complies with the relevant regulatory requirements for capital market operations at that time. 7.7 Data and Information Inventory Within ten (10) Business Days following the completion of the Equity Transfer, the Target Company shall, together with the Transferee or a person designated by the Transferee, conduct an inventory of all bank online banking U-keys (including payment, authorization, and inquiry U-keys) of the Target Group, business licenses (original and copies), land use
rights certificates, real estate ownership certificates, complete documentation for the Target Group's construction projects, the Target Company's official seal, contract-specific seal, legal representative's personal seal, and other important assets, management, and business documents and materials of the Target Company. The Target Company shall also grant the Transferee or the Transferee's designated representative access to the Target Group's tax filing system, financial system, and other OA system permissions, to achieve the Transferee's consolidated control over the Target Group's operations and management. The specific scope shall be determined by a list or lists of items jointly counted, verified, and confirmed on- site by the Transferee's designated representatives and the Target Company's designated representatives, and formally confirmed in writing by both Parties based on the actual circumstances at the time. 8 Representations and Warranties



 



33 8.1 The Target Company makes the representations and warranties to the Transferee as set forth in Annex II to this Agreement and ensures that all representations and warranties listed in Annex II to this Agreement are true, complete, and accurate as of the Execution Date and the Equity Closing Date, except for the circumstances expressly disclosed by the Target Company in the disclosure letter in Annex V to this Agreement or those falling under the exemption provisions of Article 8.6 of this Agreement. 8.2 The Transferor makes the representations and warranties to the Transferee as set forth in Annex III to this Agreement based on its reasonable knowledge, and ensures that all representations and warranties listed in Annex III to this Agreement are true, complete, and accurate as of the Execution Date and the Equity Closing Date, except for the circumstances expressly disclosed by the Target Company in the disclosure letter in Annex V to this Agreement or those falling under the exemption provisions of Article 8.6 of this Agreement. 8.3 The Transferee shall make the representations and warranties to the Transferor as set forth in Annex IV to this Agreement, and shall ensure that all representations and warranties listed in Annex IV to this Agreement are true, complete, and accurate as of the Execution Date and the date of completion of the Equity Transfer. 8.4 Notice of Breach of Warranty. If either Party becomes aware of any circumstances after the date of this agreement that would render any representations, warranties, or covenants false, inaccurate, or misleading, it shall immediately notify the other Parties in writing. 8.5 General Indemnification. Except as otherwise provided in this Agreement, without limiting the rights of either Party to seek any other remedies, in the event of
any of the following circumstances, the defaulting Party shall indemnify the non-defaulting Party for any actual economic losses incurred by the non- defaulting Party, so as to restore the non-defaulting Party's rights and interests to the state they would have been in had the relevant circumstances not occurred: (1) Breach any of its representations and warranties under this Agreement; (2) Breach any of its commitments, obligations, or responsibilities under this Agreement; or (3) Causing any third party to make any claim or assertion against the non- defaulting Party as a result of any of the circumstances described in subparagraphs (1) or (2) above. 8.6 Special Indemnification. (1) The Parties acknowledge and agree that if the Target Group has incurred



 



34 actual losses, expenses, or expenditures due to events, matters, or actions occurring prior to or at the completion of the Equity Transfer, and as a result, has incurred a valuation adjustment due to a decrease in value (referring to the total amount of compensation to be paid, which is determined based on effective administrative penalty documents, arbitration documents, and legally binding regulatory notices issued by administrative departments (including regulatory agencies and administrative law enforcement agencies), judicial authorities, and arbitration institutions, and which the Target Group is actually required to bear in terms of losses, expenses, or expenditures, the “Total Indemnification Amount”) and such losses, expenses, or expenditures do not fall under the Exemption Circumstances (as defined below), then the special compensation mechanism under paragraph (2) of this Article shall be triggered. For the avoidance of doubt, if the occurrence of the aforementioned agreed circumstances is caused by any of the following situations (the “Exemption Circumstances”), then the provisions of Article 8.6(2) of this Agreement shall not be triggered: ① The information disclosed by the Transferor and the Target Company in the disclosure letter attached as Annex V to this Agreement; or ② Facts already included in the Target Group's draft documents confirmed in writing by the Target Company and the Transferee prior to or on the Execution Date (including confirmation sent via email, etc.), provided that such confirmed draft documents shall be simultaneously sent by the Target Company to the Transferor; or ③ Any facts (including events, matters, or actions) occurring prior to the Equity Closing Date (inclusive) that result in any losses, expenses, or expenditures for the Target Group,
provided that such losses, expenses, or expenditures are discovered, caused, incurred, or expended after the expiration of two (2) years from the Equity Closing Date. (2) Subject to the provisions of paragraph (1) of this Article, the Parties agree to handle the matter in the following manner: (a) After the Target Group has actually paid the Total Indemnification Amount, the Transferee shall have the right to issue a written special indemnification notice (the “Special Indemnification Notice”) to the Transferor and shall have the right to first choose to directly deduct an amount equivalent to the special indemnification (calculated as described below) from the Equity Transfer Price that has not yet been paid at that time (if any) (i.e., that portion of the Equity Transfer Price needing not be paid to the Transferor) as the payment method for the special indemnification. If the outstanding Equity Transfer Price is



 



35 not sufficient for the deduction, the Transferor shall pay the outstanding amount to the Transferee in cash within twenty (20) Business Days from the date of issuance of the Special Indemnification Notice; The special indemnification payable by the special Transferor (the “Special Indemnification”) shall be determined as follows: Special Indemnification = Total Indemnification Amount × [*]%; (b) If the circumstances specified in this Article arise, the Parties agree to immediately use reasonable commercial efforts to urge the Target Group to assert its rights against the relevant responsible parties (if any) through arbitration, litigation, or other means to the greatest extent possible. The Parties further agree that even after the Special Indemnification has been completed, the Transferor and the Transferee shall participate in the relevant shareholders' meetings and exercise their voting rights, and ensure and procure the directors appointed by them to participate in the relevant board meetings and exercise their voting rights. Furthermore, the Transferee shall, based on the reasonable means available to it as the controlling party of the Target Company, require the Target Group to continue to assert its rights against the responsible parties (if any) for losses incurred in connection with the matters referred to in this Article, including but not limited to adding additional parties to the enforcement proceedings or resuming enforcement. If the Transferor also has the right to assert its rights against the relevant responsible parties in connection with the matters referred to in this Article, the Transferee and the Target Group shall unconditionally support the Transferor in exercising its rights. (c) Return of Special Indemnification If, after the Special Indemnification has been fully paid, the Target Group
receives further compensation, indemnification, or loss reimbursement (hereinafter collectively referred to as the “Target Company Compensation”) from the responsible party, the Transferee shall return the Transferor the corresponding amount. The returned amount shall be calculated as follows: Target Company Compensation × [*]%, and the total cumulative returned amount shall not exceed the Special Indemnification actually paid by the Transferor pursuant to this paragraph (2). The Transferee shall pay



 



36 the Transferor in cash within twenty (20) Business Days after the Target Group has actually received the corresponding amounts. If this Agreement is terminated or rescinded, the Transferee shall, within twenty (20) Business Days after the termination or rescission of this Agreement, fully return the Transferor any Special Indemnification paid by the Transferor in monetary form (if any). 8.7 Reliance. AOS Party acknowledges and confirms that the Transferee relies on the representations, warranties, and covenants made by AOS Party in this Agreement as described in Article 8 of this Agreement in signing this Agreement. Except as otherwise expressly provided in this Agreement, each representation, warranty, and covenant made by AOS Party shall be independent and shall not be subject to any other representation, warranty, or covenant or any other provision of this Agreement. 8.8 Survival. The representations, warranties, and covenants set forth in Article 8 of this Agreement and all other provisions of this Agreement shall not be limited, waived, cancelled, or otherwise affected by the completion of the Equity Transfer or by any other event or matter (including, but not limited to, the satisfaction and/or waiver of conditions precedent). 9 Material Adverse Changes 9.1 Material Adverse Changes A Material Adverse Change under this Agreement means the occurrence or emergence of any event, circumstance, change, or condition that would or may cause (i) any Material Adverse Effect on the assets, business, financial condition, operating environment, or prospects of the Target Company; or (ii) any Material Adverse Effect on the Merger and Reorganization (“Material Adverse Change” or “Material Adverse Effect”). 9.2 Deemed Material Adverse Changes The parties agree that any of
the following (but not limited to) events, circumstances, changes, or situations shall constitute a Material Adverse Change: (1) Any conduct not disclosed in writing in the disclosure letter in Annex V prior to the Equity Closing Date that results in the Target Company suffering a shutdown, suspension of business, suspension or revocation of its business license, suspension or revocation of its qualification certificates, or losses exceeding [*]; (2) Any litigation, administrative penalties, government investigations, arbitrations, or disputes arising from facts prior to the Equity Closing Date, which have not been disclosed in writing to the Transferee and which are



 



37 brought against the Target Company, with the disputed amount exceeding or expected to exceed [*]; (3) Any loss incurred by the Target Company in excess of [*] resulting from or potentially resulting from facts that are not disclosed in writing to the Transferee prior to the Equity Closing Date; (4) Any event, matter, circumstance, change, or development arising prior to the Equity Closing Date that has not been disclosed in writing to the Transferee and that results in one Party being unable to continue to exist or operate in a legitimate manner; (5) Any event, matter, circumstance, change, or development that affects the legality, validity, binding force, or enforceability of this Agreement or other Transaction Documents listed in Annex I; (6) Any government enacts new laws or regulations or changes the interpretation or scope of application of laws or regulations, resulting in or potentially resulting in this Agreement or other relevant documents related to this Merger and Reorganization being declared invalid, illegal, revoked, terminated, or unenforceable. 10 Liability for Breach of Contract 10.1 Liability for Breach of Contract. Except as otherwise provided in this Agreement, any breach of the terms of this Agreement by either Party shall constitute a breach of contract by such Party, and the breaching Party shall compensate the other Parties for any actual economic losses incurred as a result of such breach in accordance with the requirements of this Agreement. In addition to requiring the breaching Party to assume responsibility for the breach of contract, the non- breaching Party shall also have the right (but not the obligation) to require the breaching Party to continue to perform this Agreement. The Parties hereby confirm and agree that, except as otherwise provided in this Agreement, if
either Party (the “Paying Party”) fails to make full payment to the relevant Party (the “Receiving Party”) in accordance with the terms of this Agreement, and after being notified by the Receiving Party, the payment remains overdue for more than thirty (30) days, the Paying Party shall pay the Receiving Party a liquidated damages amounting to [*]% of the unpaid amount for each day of delay. 10.2 Independent Provisions. All provisions under this Agreement in relation to breach, including but not limited to breach liability provisions and breach penalty provisions, are independent of each other. If one Party asserts breach liability or breach penalties against other Parties based on a breach provision of this



 



38 agreement, it shall not affect its right to assert other breach liabilities or breach penalties against other Parties based on other breach provisions of this agreement. 11 Termination 11.1 This Agreement may be terminated under any of the following circumstances: (a) This Agreement may be terminated by mutual written agreement of the Parties and the effective date of termination may be determined by the parties. (b) Prior to the Equity Closing Date, if the Target Company or AOS Party has breached or failed to perform any material aspect of the representations, warranties, commitments, or covenants made under this Agreement, and such breach cannot be remedied within thirty (30) days after the Target Company or AOS Party receives notice from the Transferee, and such breach constitutes a Material Adverse Change, the Transferee shall have the right (but not the obligation) to terminate this Agreement by providing written notice to the other Parties at least ten (10) days in advance, specifying the effective date of termination in such notice. (c) Prior to the Equity Closing Date, if the Transferee has materially breached or failed to perform any of the representations, warranties, commitments, or covenants under this Agreement, and such breach cannot be remedied within thirty (30) days after the Transferee receives a relevant notice from the Target Company or the Transferor, and such breach constitutes a Material Adverse Change, the Transferor shall have the right (but not the obligation) to terminate this Agreement by giving the Transferee at least ten (10) days' prior written notice, specifying the effective date of termination in the notice. (d) If the Transferee fails to perform its payment obligations under Article 4 of this Agreement in a timely manner, and the aforementioned breach
cannot be remedied within thirty (30) days after the Transferee receives the relevant notice issued by the Transferor, the Transferor shall have the right (but not the obligation) to terminate this Agreement unilaterally without liability by giving the Transferee at least ten (10) days' prior written notice, specifying the effective date of termination in the notice. (e) If the Equity Transfer is not completed within two hundred and seventy (270) days after the Execution Date (for the avoidance of doubt, this refers to the Overseas Payment Third Conditions Precedent still not being satisfied or waived by the Transferee, resulting in the Transferee still not having paid the Third Equity Transfer Price in full), then either Party under this Agreement shall have the right to terminate this Agreement. However,



 



39 if the failure to complete the Equity Transfer on or before such dates is caused or resulted by the Target Company, AOS, AOS Shanghai, or the Transferee failing to perform any of their obligations under this Agreement due to their own reasons, then such Party shall not have the right to terminate this Agreement pursuant to this Article. (f) If a competent government regulatory authority issues a final and non- appealable permanent injunction, regulation, rule, regulation, or order restricting, terminating, prohibiting, or revoking the Equity Transfer described in this Agreement, either Party shall have the right to notify the other Parties in writing to terminate this Agreement. (g) Transferee’s Right to Terminate Any facts, circumstances, or events occurring after the Execution Date that would cause or have caused any of the following situations to occur shall entitle the Transferee (but not oblige it) to terminate this Agreement unilaterally without liability by giving written notice to the Transferor and the Target Company within thirty (30) days of the occurrence of such circumstances or the date on which it becomes aware of such circumstances: (i) Prior to the Equity Closing Date, there are Material Adverse Changes in the Target Group's business operations, assets (including IPRs), finances, management, personnel, legal matters, or policies that materially affect the progress of this Merger and Reorganization. (ii) Prior to the Equity Closing Date, any of the following documents that have been properly executed and have become effective are terminated or rescinded for reasons not attributable to the Transferee: (a) Any transaction document listed in Annex 1, other than this Agreement; or (b) The Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited signed by the
Transferee, the Target Company, and Chongqing Yujiangxin Enterprise Management Co., Ltd. on [ ], 2025. If the Transferee terminates this agreement in accordance with the above (ii), the Transferee shall actively cooperate with the Transferor to hold the breaching party’s liability. 11.2 Unless otherwise agreed by the Parties, upon termination of this Agreement, the Parties shall take all necessary and appropriate actions to restore the Parties to their respective positions as of the Execution Date, including but not limited to the following: within fifteen (15) Business Days following the formal termination



 



40 of this Agreement, the Transferor shall refund to the Transferee all Equity Transfer Price paid to the Transferor’s bank account as of such date, together with any interest actually received by the Transferor from the bank on such paid Equity Transfer Price (such interest shall be calculated from the date the Transferor receives the corresponding Equity Transfer Price until the date the Transferor fully refunds all such Equity Transfer Price to the Transferee) (collectively, the “Refunded Amount”). In addition, within fifteen (15) Business Days after the Transferee receives all Refunded Amount, or within such other time as the Transferor and Transferee may mutually agree upon at that time, or (in the absence of any Refunded Amount) within fifteen (15) Business Days after the formal termination of this Agreement or at such other time as the Transferor and Transferee may mutually agree at that time, the Transferee shall cause the Target Company to complete the necessary Equity Transfer procedures for the equity that has been completed in the Company Change Registration and Filing, and transfer the equity back to the Transferor. The Parties shall cause the relevant parties to sign and provide the necessary documents. 11.3 If, after the Transferee has remitted the funds into the Co-Management Account specified in Article 4.1 of this Agreement, this Agreement is terminated for any reason, the Transferee and the Transferor shall, within five (5) Business Days after the termination of this Agreement, immediately issue a joint written instruction to the Co-Management Account Opening Bank to transfer and/or pay all funds in the Co-Management Account back to and/or to the bank account designated by the Transferee at that time. All incomes generated by the aforementioned funds in the Co-
Management Account (if any) shall be enjoyed by the Transferee. If there is a defaulting Party, the defaulting Party shall bear all relevant taxes and fees under this Agreement (including custodian bank fees, the same applies hereinafter); if no Party is at fault, each Party shall bear all relevant taxes and fees under this clause in accordance with the provisions of this Agreement. If one Party has already paid in advance, the other Party shall pay the relevant taxes and fees to the Party that has paid in advance. Furthermore, if the Transferor fails to cooperate with the Transferee in issuing the written notice regarding the transfer or payment of funds within the agreed timeframe, resulting in the Transferee's designated bank account not receiving the full amount of funds by the specified date, then for each day of delay, the Transferor shall pay the Transferee an additional amount equivalent to 0.005% of all funds in the Co-Management Account as a late payment penalty, until the Transferor has cooperated with the Transferee to complete the aforementioned fund payment obligations.



 



41 Within fifteen (15) Business Days after the Transferee receives all payments under this Article 11.3 in the bank account designated by the Transferee at that time, or within such other time as may be mutually agreed upon by the Transferor and the Transferee at that time, the Transferee shall ensure that the Target Company completes the necessary equity transfer procedures to transfer the equity back to the Transferor in respect of the equity that has completed the Company Change Registration and Filing, and adjust the board structure in accordance with the shareholding ratio at that time. The Parties shall procure the relevant parties to sign and provide the necessary documents. If the aforementioned matters are not completed on time due to reasons attributable to the Transferee, and remain uncompleted for more than thirty (30) days after the Transferor has given notice of default, for each day of delay, the Transferee shall pay the Transferor an amount equivalent to 0.005% of the returned Equity Transfer Price as liquidated damages for the delay. 11.4 Except as otherwise provided in this Agreement, upon termination of this Agreement, all rights and obligations of the Parties under this Agreement shall terminate, except that Articles 10, 11, and 12 (to the extent applicable) of this Agreement shall remain in full force and effect between the parties after termination of this Agreement. 12 General Provisions 12.1 Confidentiality (a) Confidentiality Obligation. Except as provided in Article 12.1(b) of this Agreement, a Party shall (and shall cause its Affiliates to) keep strictly confidential any documents, materials, and other information (whether technical or commercial) received or obtained by it or its Affiliates in connection with any of the following, and shall not disclose or use such
documents, materials, and other information for any purpose other than the Equity Transfer hereunder: (i) Matters specified in this Agreement; (ii) Information provided by one Party to the other Parties regarding its own business, financial or other affairs and those of its Affiliates; (iii) The existence of this Agreement or its terms or any transaction specified in this Agreement; or (iv) Any consultation or negotiation regarding this Agreement or any transaction specified in this Agreement.



 



42 (b) Confidential Information. For the purposes of this Agreement, Confidential Information includes the documents, materials, or other information referred to in Article 12.1(a) of this Agreement, but does not include: (i) Any documents, materials, or other information that the receiving Party (the Party receiving the confidential information) lawfully possessed prior to disclosure by the disclosing Party (the Party disclosing the confidential information) and did not obtain from the disclosing Party; (ii) Any documents, materials, or other information that has become or is generally known to the public (except where such disclosure is due to a breach of this Agreement or any other confidentiality obligations between the Parties, or where the receiving Party of such information has breached this Agreement due to the actions of its representatives, agents, suppliers, or contractors); (iii) Any documents, materials, or other information that the receiving Party has already obtained or can obtain, except for documents, materials, or other information obtained through disclosure by a person who is aware that the disclosing Party has a duty of confidentiality; or (iv) Any documents, materials, or other information independently created without reference to confidential information. (c) Permitted Disclosure and Use. Nothing in this Article 12.1 or any other provision of this Agreement shall prohibit the disclosure or use of any information in the following circumstances and to the extent necessary: (i) Disclosure or use required by Applicable Law or by any securities exchange, regulatory authority, or government agency (regardless of location) having jurisdiction over the receiving Party or its Affiliates (whether or not such requirement is legally enforceable); (ii) Disclosure or use necessary for the
receiving Party to obtain all rights under this Agreement; (iii) Disclosure or use necessary for any judicial, arbitration, or other similar proceedings arising from this Agreement, disclosure reasonably required by tax authorities for the receiving Party's tax matters, or disclosure reasonably necessary for the preparation of any statutory reports of the receiving Party; (iv) Disclosure to Affiliates of the receiving Party, or to senior officers, employees, agents, professional advisors, or other advisors of the



 



43 receiving Party or its Affiliates, provided that such disclosure is made only to the extent reasonably necessary to achieve the purposes of this Agreement, and the persons receiving the disclosed information are required to access the confidential information for business purposes, and such persons are aware of the confidential nature of such information. The Party disclosing information to any person under this Article shall be liable for any breach of this Article by such person, as if such person were a party to this Agreement; or (v) Disclosure or use that has been approved in advance in writing by the disclosing Party. Prior to disclosing or using any information in accordance with the provisions of Article 12.1(c)(i) and Article 12.1(c)(iii) of this Agreement (except for disclosures to tax authorities), the relevant receiving Party shall provide the disclosing Party with reasonable prior written notice (including copies of any relevant written requests, if any), and the disclosure of such information shall be made in a manner intended to protect its confidentiality to the extent permitted by Applicable Law. If, after receiving such notice, the disclosing Party intends to take action to oppose or restrict such potential disclosure, it may do so at its own expense, and the receiving Party shall provide any reasonable assistance requested by the disclosing Party. (d) Announcements (i) Without the prior written consent of one Party, the other Parties shall, and shall cause their representatives and any of their senior officers, employees, agents, or representatives (the “Announcing Party”), not to make any announcements regarding the transactions under this Agreement or any negotiations, including announcements in response to disclosure incidents. (ii) If the Announcing Party intends to make an
announcement that includes any description of matters or facts relating to other Parties, the Announcing Party shall not make such announcement without the prior written consent of the other Parties (and such consent shall not be unreasonably withheld if the announcement is required under Article 12.1(d)(iii) of this Agreement). (iii) If any announcement is required by a court judgment, ruling, order, Applicable Law, a lawful request from a government or regulatory authority with jurisdiction over the Announcing Party or any of its Affiliates, or securities exchange rules, the Announcing Party shall promptly notify the other Parties in writing of the content of such



 



44 required announcement at the time of the first announcement. (e) Survival. Even if this Agreement is terminated, the restrictions specified in this Article 12.1 shall continue to be effective for two (2) years after the termination of this Agreement, but if either Party retains any confidential information in accordance with the provisions of this Article 12.1, the restrictions specified in this Article 12.1 shall continue to be effective for such confidential information even after the aforementioned two (2) year period has expired. 12.2 Notice (a) All notices, requests, or other communications issued, delivered, or made under this Agreement shall be in writing and delivered or mailed to the following address (or such other address as the recipient may specify in writing to the other Parties fifteen (15) days in advance) or email address of the relevant Party. Target Company: Address: No. 288, Yuefu Avenue, Beibei District, Chongqing Postal code: 400714 Tel: [*] Email: [*] Attn: [*] Transferor 1: Address: C/O Alpha and Omega Semiconductor Incorporated 475 Oakmead Pkwy, Sunnyvale, CA 94085, U.S.A Postal code: 94085 Tel: [*] Email: [*] Attn: [*] Transferor 2: Address: Block 8/9, No. 91, Lane 109, Rongkang Road, Kunshan Town, Songjiang District, Shanghai Postal code: 201614 Tel: [*] Email: [*] Attn: [*] Transferee: Address: Room 2001, Changning Raffles City T2, No. 1189 Changning Road, Changning District, Shanghai Postal code: 200051 Tel: [*] Email: [*]



 



45 Attn: [*] (b) Any notice, request, or other communication issued, served, or made in accordance with this Article shall be deemed to have been issued, served, or made under the following circumstances: (i) If sent by registered mail or certified mail within a country, the notice, request, or communication addressed to the aforementioned address shall be deemed to have been served on the second (2nd) Business Day following the date on which it was deposited at the post office and a receipt was issued by the post office; (ii) If sent abroad by registered mail or certified mail, the relevant notice, request, or communication shall be deemed to have been delivered on the tenth (10th) Business Day following the date on which it was posted at the post office and a receipt was issued by the post office; (iii) If delivered by a courier company or by a designated person, the relevant notice, request, or communication shall be deemed to have been delivered upon arrival at the relevant address; (iv) Notices sent by mail shall be deemed to have been delivered when the mail system shows that the recipient has actually received them. However, if the time of delivery by personal delivery, courier, or registered mail is after 5:30 p.m. on a Business Day or on a non-business day, 9:00 a.m. of the following Business Day shall be deemed the time of delivery. All of the foregoing times are Beijing time. (c) For the purposes of Article 12.2 of this Agreement, a Party may notify the other Parties of any changes to its name, relevant recipients, address, or email address; such notification shall take effect from the following date: (i) The date specified in the notice as the date of the change; or (ii) If no date is specified, or the specified date is less than five (5) Business Days after the date of the notice, the date shall be
the first day following five (5) Business Days after the issuance of any change notice. (d) All notices under this Agreement shall be made in Chinese. 12.3 Force Majeure Force majeure refers to events that are beyond the reasonable control of the Parties, unforeseeable, or, even if foreseeable, unavoidable, and which hinder, affect, or delay any Party from performing all or part of its obligations under this Agreement. Such events include, but are not limited to, earthquakes, typhoons, floods, fires, other natural disasters, wars, riots, strikes, or other similar events, as well as policy factors such as the enactment of new laws or amendments to existing laws.



 



46 In the event of a force majeure event, the Party affected by such event shall immediately notify the other Parties by the fastest means possible and provide supporting documentation within fifteen (15) Business Days stating in detail the circumstances of the event and the reasons for the inability to perform, partial inability to perform, or delay in performing this Agreement. The Parties shall then negotiate to extend the performance of this Agreement or terminate this Agreement. Notwithstanding the foregoing provisions, the Parties agree that if the Equity Transfer is adversely affected due to government review, it shall not constitute force majeure under this Agreement. In the event of a force majeure event, the Party affected by the event shall immediately take appropriate measures to prevent further losses. If appropriate measures are not taken and losses are further exacerbated, the Party shall not be entitled to claim partial or full exemption from liability for the exacerbated losses. 12.4 Entire Agreement Except as otherwise expressly provided herein, this Agreement constitutes the entire agreement and understanding between the Parties with respect to the matters covered hereby. This Agreement supersedes all prior agreements or understandings, or any provisions thereof, relating to the matters covered by this Agreement that are inconsistent with this Agreement, and such prior agreements or understandings or provisions are hereby immediately terminated. Unless expressly agreed otherwise, neither Party has entered into this Agreement based on any representations, warranties, or commitments not expressly set forth herein. 12.5 Amendment Any modification, amendment, or change to this Agreement shall be invalid unless made in writing in accordance with Applicable Law and signed
by the legal representatives or authorized representatives of each Party and affixed with the company seal (if applicable). 12.6 Registration and Filing Agreement The Parties agree that, for the purpose of handling company change registration and filing procedures with the market regulation administration, the Parties may, in accordance with the requirements of the market regulation administration or the format provided, separately sign a simplified version of the equity transfer agreement for submission to handle company change registration and filing (hereinafter referred to as the “Registration and Filing Agreement”), but the Parties confirm that they will still execute this Agreement. In the event of any



 



47 inconsistency, conflict, or ambiguity between this Agreement and the Registration and Filing Agreement, this Agreement shall prevail. 12.7 Assignment No Party may assign or transfer its rights or obligations under this Agreement without the prior written consent of the other Parties. Any proposed assignment in violation of this Article 12.7 shall be null and void from the outset. This Agreement shall be binding upon and inure to the benefit of each Party and its successors and permitted assigns. 12.8 Costs (a) Subject to the provisions of Article 11.3 of this Agreement, the Parties agree that, except for the withholding income tax related to the transfer of equity interests by Transferor 1 as described in Article 3.2, all taxes, fees, and charges related to the Equity Transfer described in this Agreement shall be borne by each Party in accordance with Applicable Laws, regulations, and normative documents. (b) For the purposes of the Merger and Reorganization, the Transferee and the third-party intermediaries engaged by the Transferee, including lawyers, accountants, and other intermediaries, shall conduct a comprehensive due diligence review of the Target Group in terms of business, legal, and financial matters. The costs of such due diligence shall be borne by the Transferee. 12.9 Severability If any provision of this Agreement is deemed to be wholly or partially illegal, invalid, or unenforceable, such provision or the relevant portion thereof shall be deemed not to form part of this Agreement to the extent of such illegality, invalidity, or unenforceability, but the legality, validity, and enforceability of the remaining provisions of this Agreement shall not be affected. The Parties shall use their best reasonable efforts to replace the invalid or unenforceable provision with an effective and
enforceable alternative provision, the content of which shall be as close as possible to the intended meaning of the invalid or unenforceable provision. 12.10 Waiver (a) The failure or delay by either Party to exercise any right, power, or remedy under this Agreement shall not constitute a waiver of such right, power, or remedy; nor shall the exercise by either Party of any right, power, or remedy on a single or partial basis preclude the further or additional exercise of such right, power, or remedy, or the exercise of any other right, power, or



 



48 remedy. An express waiver of any breach under this Agreement shall not constitute a waiver of any subsequent breach. (b) Any liability of one Party under this Agreement to the other Parties may be waived, consolidated, or subject to a request for settlement, or granted a time extension or deferral by the other Parties in whole or in part. 12.11 Drafting Presumption This Agreement shall be interpreted fairly by each Party, regardless of which Party drafted it. The Parties acknowledge and agree that they played an important and fundamental role in the planning, drafting, and review of this Agreement. 12.12 Applicable Law The signing, validity, interpretation, performance, amendment, or termination of this Agreement shall be governed by the laws of China. 12.13 Dispute Resolution Any disputes or controversies arising from this Agreement or its performance shall first be resolved through consultation among the Parties. If the Parties are unable to reach an agreement within thirty (30) days after the dispute arises, any Party may submit the aforementioned disputes or controversies to the Shenzhen International Arbitration Court for arbitration in accordance with the arbitration rules in effect at the time of the arbitration application. The arbitration panel shall consist of three (3) arbitrators, with each Party appointing one (1) arbitrator, and the third arbitrator to be mutually agreed upon by the Parties. If the Parties are unable to appoint the third arbitrator as the presiding arbitrator within twenty-one (21) days after the second arbitrator is appointed, the Shenzhen International Arbitration Court shall determine the presiding arbitrator in accordance with its arbitration rules. The language of arbitration shall be Chinese. The place of arbitration shall be Shenzhen. The arbitration award shall be final
and binding on all Parties. During the dispute resolution period, except for the matters in dispute, the Parties shall continue to fully perform this Agreement. 12.14 Formation and Effectiveness This Agreement shall be formed upon the signing and sealing (if applicable) by the legal representatives or authorized representatives of the Parties on the Execution Date, and shall become effective upon the Transferee obtaining the approval of the competent state-owned asset supervision and administration agency for the Transferred Equity and obtaining its approval for the Equity Transfer. 12.15 Headings



 



49 The headings of the terms of this Agreement are for convenience only and shall not affect the interpretation of the terms in any way. 12.16 Copies and Language This Agreement is written in Chinese, in [*] copies, with each Party holding [*] copies, which have equal legal effect. The remaining copies shall be held by SIMIC for submitting to the relevant regulatory authorities for review, registration, or filing. (The remainder of this page is intentionally left blank)
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Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Annex I Transaction Documents for the Equity Transfer The Parties agree that all Transaction Documents listed in Annex I to this Agreement are solely the result of negotiations between the Parties to this Agreement at the time of signing this Agreement. If any Transaction Documents involve parties other than the Parties to this Agreement as signatories, the specific content shall be subject to the version agreed upon and signed by all parties to the final Transaction Documents, and the corresponding Transaction Documents in Annex I to this Agreement shall be deemed null and void. For the avoidance of doubt, the provisions regarding IPRs and the provisions regarding the liability for making up for non-cash contributions in Annex I shall be consistent with this Agreement. Part I of Annex I: Shareholders Agreement of Chongqing Alpha and Omega Semiconductor Limited (“Shareholders Agreement”)



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Part I of Annex I: Articles of Association Chongqing Alpha and Omega Semiconductor Limited (“Articles of Association”)



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Annex II Representations and Warranties of the Target Company Except for matters already explicitly disclosed in the disclosure letter set forth in Annex V or those falling under the exemption provisions of Article 8.6 of the Equity Transfer Agreement, the Target Company makes the following representations, warranties, and assurances, and ensures that all such representations, warranties, and assurances remain true, complete, and accurate as of the Execution Date and the Equity Closing Date. The Target Company further confirms that the Transferee has entered into this Agreement in reliance on such representations and warranties. The disclosure letter refers to specific sections of this Agreement that will be amended and should be read together with this Agreement, forming an integral part thereof. 1. Target Group Situation 1.1 The Target Group is a legal entity legally established and validly existing under the laws of China, and (i) there is no false contribution or withdrawal of capital; and (ii) it complies with all registration and approval requirements of its place of incorporation. 1.2 The Target Group's paid-in capital complies with Applicable Laws and regulations and the provisions of the Articles of Association, and there are no instances of false contributions, withdrawal of contributions, fraudulent contributions, or other violations of Applicable Laws and regulations. All Articles of Association of the Target Company have been legally and validly registered or filed (if required) and are valid and enforceable. The scope of business of the Target Company as detailed in its articles of association complies with Applicable Laws. The Target Company conducts its business operations strictly
in accordance with the scope of business specified in its articles of association and Applicable Laws. All licenses, approvals, and permits required for the Target Company to conduct its business operations under Applicable Laws have been lawfully applied for and obtained, and all such licenses are currently valid and in effect. Except as disclosed in writing to the Transferee, there are no other similar arrangements such as nominee holding or trust arrangements, nor are there any security interests such as pledges or mortgages, or any other rights or encumbrances of any kind, or any other third-party rights (with respect to any person's equity interests, this includes but is not limited to any options or any conversion rights or priority rights of any nature). The equity structure of any direct or indirect equity interest holders of the Target Company (traced back to natural persons or government agencies) will not have a Material Adverse Effect on the Target Company's Capital Market Operations. 1.3 Except as disclosed in writing to the Transferee, there are no agreements among the existing shareholders regarding the equity and capital contribution ratios of the Target Company. All historical transfers of equity/capital contributions in the Target Company have been completed, and there are no outstanding obligations. There are no other documents that have been signed but not provided to the Transferee between the historical shareholders/contributors of the Target Company, among the existing shareholders, or between the existing shareholders and the Target Company; nor are there any commitments regarding shareholder



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited rights or matters that may affect the interests or rights of the Transferee. Additionally, there are no instances of breach of the aforementioned written documents by any Party or Parties among the existing shareholders or the Target Company. If such breaches exist, the non-breaching Party under the aforementioned written documents agrees to waive any liability of the breaching Party. 1.4 Except as disclosed in writing to the Transferee, the Target Group has not yet adopted or approved any other formal employee equity/option incentive plans, nor has it signed any written employee equity/option grant documents with any employees. 1.5 Except as disclosed in writing to the Transferee, the Target Company has no other newly established subsidiaries, partnerships, branches, or offices in China or overseas, does not directly or indirectly hold shares or similar interests in any other entities, and has no property overseas. 2. Compliance with Legal Requirements 2.1 Except for information already disclosed in writing to the Transferee, the Target Group complies in all material respects with all applicable legal and procedural requirements and formalities relating to the following: (a) Articles of Association; (b) Completion of all approvals, registrations, and filings with the market regulation administration or other relevant government departments in accordance with Applicable Law (including but not limited to the Articles of Association, Equity Transfer Agreement, resolutions, etc.); (c) Increase or decrease of registered capital; (d) Shareholding changes; (e) Payment of dividends and other distributions (if any); and (f) Election of directors, supervisors, and appointment of senior management
personnel. 2.2 The Target Group has not violated any Applicable Laws applicable to it or its business, and the Target Group has complied with all Applicable Laws relating to its establishment and existence. The Target Group's business operations are normal, and there have been no requests to terminate or dissolve the Target Group, nor have any resolutions been made or passed regarding liquidation or dissolution. 2.3 The Target Group has obtained all licenses, permits, qualifications, certificates, or authorizations required to operate its business from all relevant government departments; such licenses, permits, qualifications, certificates, approvals, or authorizations are fully effective and are not subject to any unusual or onerous



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited conditions, and are fully complied with in all respects; there is no indication that such licenses, permits, qualifications, certificates, or authorizations will or may be revoked, canceled, annulled, or not renewed. 2.4 The Target Group has properly maintained all registration and record books required by Applicable Law, and such books contain accurate and complete records of all matters required to be recorded. The Target Group has not received any application or request to correct its statutory registration, nor any notice or allegation regarding any errors in such registration. 2.5 The Target Group has not received any notice from any government department or other entity that any investigation or inquiry is being or has been conducted regarding its business, assets, or senior management personnel, and there are no circumstances that could give rise to any such investigation or inquiry. 2.6 The Target Group has completed all tax registrations required by Applicable Laws. The Target Group is not involved in any major disputes or litigation related to fiscal subsidies or taxes. Except as disclosed in writing to the Transferee, the Target Group is not involved in any disputes or controversies with local governments or tax authorities regarding the Target Group's fiscal subsidy repayment obligations, tax liabilities, or tax incentives, nor has it been subject to any major administrative penalties. The significant financial subsidies and tax incentives that the Target Group has enjoyed and disclosed to the Transferee are all true, valid, legal, and compliant, and there are no material violations of Applicable Laws and regulations related to financial subsidies and taxation. 2.7 The Target Company or its
authorized representative has provided and explained all written or electronic information related to the Target Group's business, finances, assets, etc., as requested by the Transferee, and guarantees that such written or electronic information is true, complete, and accurate in all material respects, does not contain any misstatements of material facts, does not intentionally omit any material facts, is not misleading based on industry practices and standards, and is consistent with the actual situation of the Target Group. 3. Financial Statements 3.1 The Target Company has provided the Transferee with its financial statements as of December 31, 2024 (the “Balance Sheet Date”). After the Balance Sheet Date, all of the Target Company's audited accounts and management accounts (including the transfer accounts) have been prepared in accordance with Applicable Laws and regulations and accurately reflect, in all material respects, the Target Company's financial and operational status as of the relevant account dates. The Target Company's financial records and documents comply with Applicable Laws and regulations and are in accordance with Chinese accounting standards. All documents, including ledgers, equity change records, financial statements, and all other company records, are retained in accordance with applicable legal requirements and commercial practices and are fully under the Target Company's control. All major transactions related to the Target Company's



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited business are accurately and properly recorded. The Target Company does not have any off-the-books cash sales revenue, off-the-books liabilities, shareholder occupation of the Target Company funds, or significant internal control deficiencies. 3.2 Without limiting the generality of Article 3.1 above, the audited financial statements of the Target Group have made appropriate and adequate provisions for the following matters: (a) Depreciation of assets; (b) Valuation of any foreseeable losses upon completion or sale; (c) Any foreseeable liabilities arising from the disposal of any assets, or the cessation, reduction, or termination of any part of the Target Group's business; (d) Bad debts or doubtful debts. 3.3 The financial information submitted to the Transferee or its representatives and advisors is not misleading in any material respect, does not materially overstate the value of the Target Group's assets as of the date of preparation of such information, does not materially understate the Target Group's liabilities as of the date of preparation of such information, and does not materially overstate the Target Group's profits for the relevant financial period. 3.4 As of the Balance Sheet Date and during the two preceding years, the Target Group has not been affected by any special, unusual, or non-recurring events or any other factors that would have caused the results of the relevant financial period or any part thereof to be unreasonably high or low (except as disclosed in the audited financial statements). 3.5 The Target Group's accounting reference date is and has been “December 31 of the Gregorian calendar” for the current and past two years. 3.6 The Target Group has not made or proposed any
distributions other than distributable profits. 3.7 The Target Group has not factored or sold any of its debts at a discount or engaged in any financing not reflected in its audited financial statements. 3.8 The Target Group has good, valid, and transferable ownership of all tangible and intangible assets reflected in its audited financial statements. 4. Management Accounts 4.1 The management accounts have been prepared in accordance with applicable accounting standards and are consistent with past practices. Since the Balance Sheet Date, the Target Group has not changed its previously applied accounting



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited principles and practices. The consolidated balance sheet as of the Balance Sheet Date in the management accounts reflects all liabilities of the Target Group as of the Balance Sheet Date. The management accounts accurately present the Target Group's overall net assets, financing, and operating results as of the Balance Sheet Date in accordance with applicable accounting standards. 4.2 All transactions conducted by the Target Group have been appropriately recorded in its books and accounting records within the scope of applicable corporate accounting standards or other applicable accounting regulations. As of the Balance Sheet Date, the Target Group has not incurred, assumed, or guaranteed any liabilities or debts of any nature that are of material significance to its business and have not been reflected or explicitly provisioned for in the balance sheet included in the management accounts as of the Balance Sheet Date (whether due, fixed, contingent, or otherwise). Since the Balance Sheet Date, the Target Group has not incurred, assumed, or guaranteed any debts outside of its normal business activities. 5. Conditions since the Balance Sheet Date 5.1 Since the Balance Sheet Date, there has been no Material Adverse Change in the financial or business condition or prospects of the Target Group, and no event, fact, or circumstance has occurred that could give rise to any such change. 5.2 Since the Balance Sheet Date, the Target Group has only engaged in transactions and incurred debts or liabilities in the ordinary course of its daily operations, and has not engaged in any other significant transactions or incurred any significant debts or liabilities in any other manner. 5.3 Since the Balance Sheet
Date, except as disclosed in writing by the Target Group to the Transferee, the Target Group has not: (a) prepaid any debts; (b) provided guarantees, mortgages, pledges, or other security interests for others; (c) waived any claims against others or relinquished any rights of recourse; (d) made any modifications to existing contracts or agreements that are significantly disadvantageous to the Target Company; (e) appointed or removed any senior management personnel of the Target Company, including executive directors, general managers, deputy general managers, or financial officers, or made any modifications to their employment contracts; (f) suffered any loss or experience any change in its relationship with suppliers, customers, or employees that would have a Material Adverse Effect on the Target Company;



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited (g) modified the Target Company's accounting methods, policies, or principles, or financial accounting regulations; (h) transferred or licensed the use of the Target Company's IPRs to others outside the scope of the Target Company's normal business activities; (i) made significant change to sales practices or accounting methods, employment policies, or regulations; (j) had any Material Adverse Change in the financial condition of the Target Company, or any transaction or action outside the Target Company's principal business that has a Material Adverse Effect on the Target Company; (k) declared, paid, prepared to declare, or prepared to pay any dividends, bonuses, or other forms of shareholder distributions; (l) (i) carried out the sale, mortgage, pledge, lease, transfer, or other disposition of major assets outside the scope of the Company's principal business activities; (ii) disposed of any major fixed assets or agreed to the disposal or acquisition of any major fixed assets, relinquished control over any major assets of any Target Company, or entered into any contract that would result in significant fixed asset expenditures; or (iii) had any major expenditures or purchased any major tangible or intangible assets (including equity or equity-related investments in any entity); (m) carried out spin-off, merger with a third party, acquisition of equity interests in a third party, or acquisition of major assets or major businesses; (n) violated the representations, warranties, and covenants under this Agreement by act or omission; and (o) carried out any act or omission that may result in any of the foregoing circumstances. 6. Financial Matters 6.1 Except as disclosed in writing to the Transferee, the Target
Group has no outstanding mortgages, pledges, liens, guarantees, or surety obligations. 6.2 Except as disclosed in writing to the Transferee, the Target Group has no other loan-related debts; the Target Group has no loan-related receivables. 6.3 Except as disclosed in the audited financial statements, the Target Group has: (a) no outstanding loans or debts; (b) not accepted or agreed to accept loans that have not been repaid or settled;



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited (c) not lent or agreed to lend any funds that have not been repaid; (d) not any existing or future claims; or (e) not been a party to, or assumed any liability under, any of the following documents: (i) any loan agreements, bonds, promissory notes, bills of exchange, or finance lease arrangements; or (ii) any other arrangements for the purpose of raising funds or providing financing or credit. 6.4 The Target Group is not a party to any guarantee for obligations to be performed by any third party, nor does it have any liability under such guarantee (including, but not limited to, any anticipated or contingent liability). 6.5 The Target Group has sufficient working capital to ensure that it can continue to operate in its current manner and at its current level of turnover, and to ensure that it can fulfill, implement, and satisfy all orders, projects, and other contractual obligations issued to it or assumed by it in accordance with the relevant provisions. 7. Affiliates, Related Party Transactions, and Horizontal Competition 7.1 Except as disclosed in writing to the Transferee, the Target Group has no other Affiliates. 7.2 Except as disclosed in writing to the Transferee, the Target Group has had no other related party transactions with its Affiliates since its establishment. 7.3 All transactions between the Target Group and its Affiliates shall be conducted in accordance with market prices, on a fair and equitable basis, and in compliance with the relevant review procedures stipulated in the Company's investment Transaction Documents, Articles of Association, internal regulations, and decision-making processes in effect prior to the signing of this Agreement. Such transactions shall be conducted in accordance with the
commercial terms agreed upon, provided that they meet the prerequisites of necessity and fairness. There are no unfair related-party transactions or related-party transactions that adversely affect the Target Group's business operations, assets, financial condition, or Capital Market Operations. 7.4 There is no breach of any terms under the relevant agreements previously entered into between AOS and its Affiliates and the Target Company (regardless of whether such agreements are currently valid) that restrict the Target Company's ability to obtain or select customers. The Target Group's business operations within its scope of operations are not subject to any non-competition restrictions of any nature or targeting any entity. There are no agreements, judgments, injunctions, orders, or decrees that, as reasonably expected, would impose restrictions or have a Material Adverse Effect on the Target Group's existing or future business operations, existing business, or proposed business in any material respect.



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited 7.5 Except as otherwise disclosed in writing to the Transferee, the shareholders, managers, directors, related parties, or employees of the Target Group, the relatives or spouses (or relatives of such spouses) of the aforementioned persons, and entities controlled by one or more of the aforementioned persons, have not (a) Directly or indirectly held any interest in any person acting as a lessor, lessee, supplier, distributor, sales agent, customer, or client of the Target Group, or served as a manager, director, employee, or advisor in such capacity; (b) Directly or indirectly, in whole or in part, owned any tangible or intangible property used by the Target Group for its business operations; (c) Had any claims or other claims against the Target Group, nor owed the Target Group any debts, except for claims arising in the ordinary course of business, such as accrued annual leave, accrued benefits under employee benefit plans, and similar matters, as well as agreements related to the aforementioned matters that remain in effect as of the date of this agreement. 8. Assets 8.1 All land owned by the Target Group is granted land. The Target Group has completed all important procedures required under Applicable Laws (including but not limited to land expropriation compensation, land division, government approval for the conversion of allocated land to granted land, completion of public bidding procedures, signing of land use right grant contracts or land transfer contracts, and obtaining land use right certificates or real estate ownership certificates), and has legally paid all fees related to land use rights (including but not limited to land grant fees or transfer fees, deed tax, land use tax, and land compensation
payments), and has lawfully obtained all state-owned land use certificates and property ownership certificates for its own real estate, as well as all necessary permits for the construction, operation, and management of its own real estate. The acquisition or construction of each piece of real estate (including ongoing construction projects) complies with all Applicable Laws in all material respects. The Target Group has no defects in the construction projects it is undertaking. For such purposes, “defect” means any material failure of the construction project or any part thereof to comply with (i) the development and construction contracts entered into by the relevant Target Group, (ii) Applicable Laws, or (iii) Chinese construction or building standards, and includes any material errors, omissions, or defects in design, production, or construction, or any material damage caused by the acts or omissions of contractors. All contractors hired by any Target Group have obtained the appropriate permits (if required by Applicable Law) for the construction of projects under construction. In addition, all projects under construction owned by the Target Group have obtained project approval or filing from the competent approval authority issued to the Target Group, and such approval or filing remains valid. 8.2 Except as disclosed in writing to the Transferee, there are no mortgages or other Encumbrances on any of the Target Group's own real estate (including construction in progress), and the Target Group legally owns all of its own real



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited estate (including construction in progress) free of any encumbrances. Except as disclosed in writing to the Transferee, all contracts related to the acquisition or construction of the Target Group's real estate (including construction in progress) are being performed normally, and there are no claims or disputes related thereto. The relevant government departments have not decided, planned, or intended to expropriate, demolish, relocate, or forcibly purchase the real estate (including construction in progress). 8.3 Each leased property is the subject matter of a valid and binding lease agreement between the lessor (as one party) and the Target Group (as the other party). Each such lease agreement constitutes the entire agreement between the Target Group and the lessor regarding the relevant leased real estate. With respect to each lease agreement, (i) it is valid, binding, and enforceable under Applicable Law in accordance with its terms, and fully effective for all parties involved; (ii) there are no disputes, claims, or controversies that would constitute a material breach of the lease agreement by the Target Group or any third party; (iii) the lessor is the owner of the leased real estate or has been legally authorized by the owner of the leased real estate to lease the leased real estate, and the leased real estate is not subject to any encumbrances that would prevent the Target Group from continuing to operate on the leased real estate within a foreseeable period of time; (iv) all approvals, permits, registrations, and filings required or related to the lease of the leased real estate have been obtained, except as disclosed in writing to the Transferee. 8.4 The Target Group's ownership, possession, leasing, and use of
its own real estate (including construction in progress) and leased real estate comply with Applicable Laws. The Target Group has not received any written or oral warnings, penalties, or rectification requests from government departments regarding its own real estate, leased real estate, or real estate possessed in other forms. The Target Group has not violated any laws related to real estate. The Target Group safely and without interference occupies and uses (including leases) each real estate property, and there are no contractual or legal restrictions that exclude or constrain its ability to use such real estate property for its current purposes. 8.5 Except for those disclosed in writing to the Transferee, there are no Encumbrances on any other property of the Target Group (including but not limited to machinery, furniture, fixtures, equipment, etc., which are complete and accurate). 8.6 The Target Group has not received any notice from any relevant government department, nor has any relevant government department made any resolution or recommendation, the content of which relates to the compulsory repossession of any fixed assets or any part thereof; nor has the Target Group received any order, notice or other request from any of the above institutions or any other person or organization, the content of which has an adverse effect on the value, use or continued possession or occupation of the fixed assets or any part thereof. 8.7 The Target Group owns or directly controls all valid title documents relating to the property and assets it owns, leases, or uses.



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited 8.8 All buildings, furniture, fixed equipment, machinery, and facilities owned, leased, or used by the Target Group are in good condition (except for normal or reasonable wear and tear) and in proper working order, and have been regularly serviced and maintained by qualified personnel in accordance with applicable safety regulations, and none of the aforementioned assets are dangerous, inefficient, obsolete, unsuitable, in need of renovation or replacement, or surplus. 8.9 With respect to the assets owned, leased, used, or operated by the Target Group, their current use and operation comply with all Applicable Laws, and any violation of such Applicable Laws would have a Material Adverse Effect on their current business operations and operating capabilities. 9. Suitability of Assets 9.1 The Target Group's assets and the facilities and services enjoyed by the Target Group pursuant to contractual rights include all rights, properties, assets, facilities, and services necessary for or beneficial to the Target Group to conduct its business in its current manner. 9.2 The Target Group's assets and the facilities and services enjoyed by the Target Group pursuant to contractual rights include all rights, facilities, and services necessary for the Target Group to conduct its business after the completion of the Equity Transfer in a manner substantially similar to that prior to the completion of the Equity Transfer. 10. IPRs 10.1 All intellectual property rights owned by the Target Group are fully and accurately listed in the Disclosure Letter in Annex V Attachment A “Intellectual Property List of the Target Group”. The Target Group holds the lawful ownership or usage rights to all intellectual property rights (including
but not limited to patents, trademarks, copyrights, proprietary technology, know-how, domain names, and trade secrets, collectively referred to as “IPRs”) necessary for its past and current business and operational activities. All such IPRs are valid and enforceable under law, and all application fees, registration fees, renewal fees, licensing fees, and other related expenses associated with such IPRs have been fully paid. The patents, trademarks, software copyrights, and domain names owned by the Target Group have been legally authorized, registered, or filed, and are in valid status. There are no circumstances that could lead to, or that could reasonably be anticipated to lead to, the revocation of authorization, registration, or filing of such patents, trademarks, software copyrights, and domain names, or their being declared invalid. 10.2 There are no matters that could render the IPRs that the Target Group is entitled to use invalid or unenforceable. The Target Group has not infringed upon or used any third party's IPRs, trade secrets, proprietary information, or similar rights in any form, nor has it licensed or permitted any third party to use any of the Company's IPRs. There are no pending or foreseeable claims, disputes, or



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited litigation proceedings alleging that the Target Group has infringed upon any third party's IPRs, trade secrets, proprietary information, or similar rights. There are no instances of third parties infringing upon the IPRs legally owned by the Target Group. Except for those already disclosed in writing to the Transferee, the Target Group has not transferred, licensed, or authorized the use of any research and development results or IPRs related to its core business to any other party outside the Target Group. 10.3 Except as otherwise disclosed in writing to the Transferee, the shareholders of the Target Company or their Affiliates, related parties, senior management, and core employees of the Target Company do not hold any IPRs related to the Target Company's main business (including but not limited to patents, trademarks, copyrights, proprietary technology, domain names, etc.). All IPRs developed by the Target Group and its employees, as well as any IPRs necessary for the Target Company's business, are owned by the Target Group. 10.4 Except as disclosed in writing to the Transferee, the Target Group has not entered into any other technology transfer contracts, technology licensing contracts, technology cooperation and development contracts, commissioned development contracts, or technology import and export contracts. 10.5 In the course of its business, the Target Group has not infringed or is not likely to infringe any patents, copyrights, trademarks, designs, trade names, domain names, or other registrable or non-registrable IPRs of any third party. 10.6 The Target Group has incorporated the Intellectual Property Statement as an annex to its employment contracts and has had its employees
sign it, thereby ensuring that any IPRs arising from inventions or creations made by its employees in the course of their duties belong to the Target Company. 10.7 With respect to IPRs that have a significant impact on the Target Group, the Target Company has not received any claims from third parties alleging infringement or potential infringement of IPRs. The Target Group has no existing disputes or controversies related to trademarks, patents, proprietary technology, domain names, copyrights, or other IPRs that it owns or uses. 11. Contracts 11.1 All material contracts currently in effect with the Target Group listed in in the Disclosure Letter in Annex V Attachment B “List of Material Contracts of the Target Group” are legally valid, enforceable under law, and are being properly performed. Except for the material contracts listed in the Disclosure Letter in Annex V Attachment B “List of Material Contracts of the Target Group”, the Target Group has no other undisclosed material contracts. Except for those already disclosed in writing to the Transferee, there are no instances of the Target Group or any other party to the transaction materially breaching any material contract, nor are there any instances of the Target Group materially breaching any document in which the Target Group is a party or to which the Target Group is bound, or any instances where the Target Group may be unable to perform such



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited binding documents. The term “material contract” as referred to herein means any contract, agreement, or other form of document or arrangement that meets any of the following requirements: (i) a single contract amount exceeding RMB one million (RMB1,000,000) or cumulative transaction amounts reaching RMB five million (RMB5,000,000); (ii) the contract performance period exceeds six (6) months from the date of signing this agreement; (iii) any contracts or agreements entered into with current or former directors, senior management, shareholders, employees, or advisors of the Target Group; (iv) any contracts, agreements, or arrangements related to the sale or purchase of the Target Company assets (excluding those arising from routine business operations); (v) agreements concerning the welfare benefits or stock option incentives of the Target Company’s relevant personnel; (vi) any form of external investment contracts, agreements, memorandums of understanding, or other arrangements; (vii) agreements related to IPRs; (viii) contracts whose nature exceeds the scope of the Company’s core business; or (ix) other contracts that may have a Material Adverse Effect on the assets and operations of the Target Group or the Target Capital Increase. 11.2 Except as disclosed to the Transferee, the Target Group is not a party to, or bound by, any of the following contracts, agreements, or documents: (a) Contracts, agreements, or documents not formed in the ordinary course of its principal business operations; (b) Contracts, agreements, or documents not formed on the basis of fair commercial transactions between independent persons; (c) Non-compete agreements or non-solicitation
agreements under which the Target Group is obligated or may be obligated to perform, as well as contracts, agreements, or documents that restrict the Target Group's operations; (d) Contracts, commitments, or arrangements (including but not limited to mortgage contracts, pledge contracts, or guarantee contracts) that prohibit or restrict the transfer or disposition of the Target Group's assets, business, or equity, except as already disclosed in writing to the Transferee; (e) Contracts, agreements, or documents that are significantly affected by or may be significantly affected by transactions under this Agreement; (f) Contracts, agreements, or documents in which the Target Group is a party, and where the counterparty has the right to terminate, amend the agreement, or require the Target Company to obtain its prior consent or approval, or provide guarantees or make commitments due to the Target Company’s transactions under this Agreement (including changes in shareholders, directors, or senior management), except as already disclosed in writing to the Transferee;



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited (g) Contracts, agreements, documents, commitments, and arrangements that the Target Group is currently performing or will perform that restrict or prohibit the Target Company from conducting an initial public offering of shares, listing, equity or debt financing in the domestic capital market, or prohibit the sale of the entire business or the sale of controlling interests; (h) The account co-management agreements, and fund supervision agreements the Target Group is currently performing and will perform, and other contracts, agreements, documents, commitments, and arrangements that control or supervise the Target Group's finances and assets, except as already disclosed in writing to the Transferee; (i) Contracts, agreements, documents, commitments, and arrangements that the Target Group is currently performing or will perform that permit third parties to participate in the governance of the Target Group or exercise actual control over the management and operations of the Target Group (e.g., third parties nominating directors, supervisors, or senior executives of the Target Group, or decisions made by the shareholders' meeting, board of directors, board of directors, or senior executives of the Target Company requiring prior approval from third parties); (j) Contracts, agreements, documents, commitments, and arrangements that the Target Group has already fulfilled or is currently fulfilling but which involve potential disputes, except for those already disclosed in writing to the Transferee. 12. Employees 12.1 The Target Group fully complies with all Applicable Laws, regulations, and government requirements related to labor, employment, and welfare benefits, and there are no violations of
such laws, regulations, or government requirements; nor has the Target Group been subject to any penalties or actions by the competent authorities, and there are no pending investigations, audits, or other actions against the Target Group, or any disputes, litigation, arbitration, claims, or other legal proceedings related thereto. The Target Group does not have any of the following situations: (1) any pending labor disputes or disputes; (2) the Target Group's hiring or termination of current employees or its previously hired employees violates any agreements, contracts, or arrangements signed with any third party, and there are any payment obligations for compensation or indemnification fees related to the employment relationship that are due but unpaid. 12.2 The Target Group has timely and fully paid, and/or withheld and remitted on behalf of all employees, the social insurance contributions and housing provident fund contributions required by Applicable Laws, regulations, and agreements, including but not limited to old-age, medical, unemployment, work-related injury, maternity, and other relevant social insurance contributions and housing provident fund contributions. There are no existing or potential disputes regarding such social insurance contributions and housing provident fund



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited contributions. Except for employee benefits, social and pension security, and economic compensation for termination of employment as required by Applicable Laws, the Target Group has not provided or committed to provide any other benefits, security, or compensation to employees in connection with employment, resignation, dismissal, retirement, or pension. 12.3 The Target Group has entered into appropriate employment contracts, intellectual property assignment agreements, confidentiality agreements, and non-compete agreements with its directors, senior management, and core business personnel. The non-shareholder-appointed directors, supervisors, senior management, and core employees of the Target Group do not hold any director, supervisor, or senior management positions in any other entity, nor do they hold any other positions (including part-time roles) or have any obligations to provide advisory/consulting services to any other entity. Target Group employees are employed by the Target Group, provide services to the Target Group, hold interests in the Target Group, or engage in the Target Group’s business operations in accordance with the agreements they have signed with the Target Group, without violating any contracts or binding commitments they have previously entered into (including but not limited to confidentiality obligations, non-compete obligations, or intellectual property assignment agreements), and such activities will not constitute an infringement of the legitimate rights of current or former employers or other intellectual property holders. The terms and form of the non-compete agreements signed by the Target Group's key management personnel and core
business personnel with the Target Company shall include at least the following provisions: during the term of employment, the individual shall not engage in, or assist others in engaging in, any business activities that compete with the Target Company in any form. Within two (2) years of leaving the Target Company, the individual shall not take up employment with any enterprise engaged in business activities related to the Target Company. Additionally, it shall be stipulated that any part-time employment with other companies or for-profit organizations during the term of employment shall not interfere with the individual's work at the Target Company. 12.4 All directors, supervisors, and senior management personnel of the Target Company meet the qualification requirements under Applicable Laws and regulations and there are no circumstances that would restrict them from serving as legal representatives, directors, supervisors, or senior management personnel. Directors, supervisors, senior management personnel, or core business personnel have not been involved in any of the following circumstances in the past three (3) years: (i) being convicted of a crime or currently under criminal or administrative investigation; (ii) being ruled by a court with jurisdiction or relevant regulatory authority to have violated laws and regulations related to economic laws such as the Company Law, Securities Law, Anti-Monopoly Law, or Anti-Unfair Competition Law; (iii) Engaged in other illegal or irregular activities that have a significant adverse impact on their ability to serve in their positions within the Target Group or on the Target Group's business operations and development; (iv) Owing substantial unpaid debts; (v) Listed as a discredited debtor, or subject to restrictions on exit from the country,

restrictions on high-consumption orders, or



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited other administrative or judicial enforcement measures or procedures. 13. Environmental Protection 13.1 Since its establishment, the Target Group has consistently complied with all Applicable Laws and regulations governing its business operations, including environmental protection, fire safety, work safety supervision, emergency response, and occupational disease prevention. There have been no violations of such Chinese laws and regulations. The Target Group has obtained all necessary permits, licenses, and approvals required by law for its business operations, including environmental protection, fire safety, work safety supervision, emergency response, and occupational disease prevention. It has also paid all taxes and fees required by law, including environmental protection and safety- related taxes and fees, in accordance with the requirements of government departments. The Target Group has no pending, ongoing, or future obligations, expenses, or liabilities, and there are no provisions under environmental protection, fire safety, work safety supervision, emergency response, occupational disease prevention, or other relevant laws and regulations that could be expected to have a Material Adverse Effect on the Target Group. 13.2 The Target Group has not experienced any major accidents related to environmental protection, work safety supervision, emergency response, occupational disease prevention, or safety; nor has it received any written notices, notices, requests, demands, inquiries, subpoenas, orders, or lawsuits regarding any violations or accidents related to environmental protection, work safety supervision, emergency response, occupational disease prevention, or safety
involving the Target Group. No such fines have been imposed, and there are no pending or potential claims, lawsuits, proceedings, investigations, or reviews by any government department or other entity targeting the Target Group or any of its assets. 14. Litigation; Arbitration; Disputes 14.1 Except as disclosed in writing to the Transferee, the Target Group has no disputes, litigation (including enforcement cases), arbitration, administrative penalties, administrative reviews, criminal investigations, criminal trials, criminal penalties, or other legal proceedings that have occurred, are ongoing, or are reasonably expected to arise. 14.2 Except as otherwise disclosed in writing to the Transferee, there are no pending or reasonably foreseeable lawsuits, arbitrations, administrative penalties, or any other administrative or judicial proceedings involving the Target Group that could result in the Target Group or any of its assets being subject to seizure, freezing, attachment, confiscation, expropriation, restriction, or prohibition on transfer by judicial or administrative authorities, or facing such risks; 14.3 Except as disclosed in writing to the Transferee, the Target Group has not received any judgments, rulings, orders, awards, or decisions issued by any court, arbitration tribunal, arbitrator, or government department that have not yet been



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited enforced. 14.4 Except as disclosed in writing to the Transferee, the Target Group has not made any commitments that are still valid to any court, arbitration tribunal, government department, or third party as a result of any legal proceedings described in this article. 15. Taxes (i) All tax returns required to be submitted to the relevant tax authorities by the Target Group prior to the Execution Date have been or will be submitted on or before the Execution Date; (ii) All taxes due and payable under such returns prior to the Execution Date have been lawfully paid by the Target Group; (iii) The Target Group has fully assumed all tax obligations or liabilities that it was required to assume or accrue under Chinese tax laws and regulations prior to the Execution Date; (iv) All tax matters that must be completed in connection with any transactions involving the Target Group, or for any period commencing on or prior to the Execution Datet, have been completed prior to the Execution Datet; (v) The equity and assets of the Target Group have not been subject to any encumbrances due to any unresolved tax matters; (vi) The Target Group has no pending or potential tax disputes as of the date of this Agreement, and no matters have been identified that could trigger any tax investigations or disputes by any government authorities; and (vii) The completion of the Equity Transfer under the Merger and Reorganization agreement will not have any Material Adverse Effect on any tax incentives that the Target Group is currently enjoying as of the Execution Date. The Target Group has not entered into or been involved in any transactions, plans, or arrangements that violate Applicable Laws for the purpose of
avoiding or reducing tax liabilities, nor has it been a party to any such transactions, plans, or arrangements, or otherwise been involved in any such transactions, plans, or arrangements. 16. Others 16.1 The Target Group has not engaged in any of the following conduct, the purpose of which is prohibited by Applicable Law: (i) paying, offering, promising to offer, giving, or authorizing others to offer any donation, money, property, or any item of value to any official, employee, or agent of any government department; (ii) offering any donation, money, property, or any item of value to any public office candidate; (iii) engaging in commercial bribery toward any customer in the course of conducting business and operations; or (iv) having taken, or intending to take, or having caused, or intending to cause, any person to take any action that would result in a violation of any laws, regulations, rules, treaties, conventions, or ordinances of any jurisdiction relating to anti-corruption, anti-bribery, or similar matters. 16.2 The Target Group has never mixed the proceeds of any criminal activities and their gains from the Target Group and/or other entities with the operating income of cash-intensive businesses such as restaurants, entertainment venues, etc., nor has it engaged in fictitious transactions, fabricated debts and credits, provided



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited false guarantees, inflated income, bought and sold lottery tickets or gambling tickets, or used other means to conceal or disguise the source of such proceeds. restaurants, entertainment venues, or other cash-intensive establishments, fictitious transactions, fictitious debts and claims, false guarantees, false reporting of income, buying and selling lottery tickets, raffle tickets, gambling, or other means to conceal or disguise their source and nature and make them appear legitimate (regardless of whether in the form of cash, financial instruments, or securities) or assist in carrying, transporting, or mailing such illegal proceeds and their proceeds across borders. 16.3 The Target Group's business operations currently comply with, and have consistently complied with, all applicable anti-money laundering laws (including all applicable jurisdictions and the Anti-Money Laundering Law of China and the Anti-Money Laundering Law of the United States), the regulations and rules thereunder, and any related or similar rules, regulations, or guidelines issued or enforced by any government or regulatory authority (collectively referred to as the “Anti-Money Laundering Laws”); There are no pending or potential lawsuits or judicial proceedings involving any Target Group in connection with the Anti-Money Laundering Laws in any court, government or regulatory authority, institution, or entity, or any arbitration tribunal. 16.4 The outstanding amounts related to equipment rental, equipment and material purchases, and IT systems and services between the Target Company and the Transferor (excluding claims and liabilities arising from the sale or purchase of goods in the ordinary course of business between
the Transferor and the Target Company) have been reviewed and confirmed by the Target Company and the Transferor. This resolution has been approved by the Transferor, the Transferee, and the Target Company.



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Annex III Representations and Warranties of the Transferor On the Execution Date, Transferor 1 and Transferor 2 make the following representations and warranties to the Transferee severally and independently, and confirm that on the Execution Date and the Equity Closing Date, such representations and warranties are true, accurate, complete, and not misleading. I. Establishment and Capacity The Transferor is a legally established and registered entity in accordance with the laws of its place of incorporation and is in good standing. As of the Execution Date, the Transferor is not subject to any litigation, arbitration, capital reduction, dissolution, bankruptcy liquidation, or other legal proceedings that may render the Equity Transfer by the Transferor invalid. II. No Breach The Transferor's execution of this Agreement and performance of its obligations hereunder will not result in any violation of or conflict with any provision of the Transferor's articles of association or other organizational documents, or any Applicable Laws, regulations, or government orders; the execution and performance of this Agreement will not violate or conflict with any terms of any legal documents executed by the Transferor with any third party. III. Accuracy and Completeness of Information Disclosed to the Transferee All information contained in this Agreement relating to the Transferor, as well as all documents provided by the Transferor to the Transferee during the negotiations relating to this Agreement, are true, complete, and accurate in all respects and contain no misleading information. IV. Transferred Equity The Transferor is the sole legal owner of the equity interests it holds in the Target Company, and the
relevant registered capital has been fully paid up by the Transferor in a timely manner. The Transferor has the right to sell and transfer all legal and beneficial ownership of the Transferred Equity to the Transferee in accordance with the terms of this Agreement. There are no Encumbrances on the Transferred Equity, nor are there any agreements, arrangements, or obligations that create or give rise to Encumbrances on the Transferred Equity. V. Representations and Warranties of the Transferor Regarding the Target Group Except for matters already explicitly disclosed in the disclosure letter set forth in Annex V or those falling under the exemption provisions of Article 8.6 of this Agreement, the Transferor, to the best of its knowledge, makes the following representations and warranties regarding the Target Company (for the avoidance of doubt, any matters disclosed in Annex 5 or under Article 8.6 of this Agreement



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited shall not constitute a breach of the following representations and warranties, and the Transferor shall not be liable under this Agreement for such matters): 1. Target Group Situation 1.1 The Target Group is a legal entity legally established and validly existing under the laws of China. Except as disclosed in writing to the Transferee, to the best of the Transferor's knowledge, the payment of the Target Group's registered capital complies with Applicable Laws and the provisions of the Articles of Association, and there are no instances of inadequate capital contributions, withdrawal of capital contributions, false capital contributions, or other violations of Applicable Laws. The scope of business of the Target Company, as detailed in its articles of association, complies with applicable legal requirements; the Target Company conducts its business operations in accordance with the scope of business specified in its articles of association. 1.2 There are no documents that have been signed but not provided to the Transferee between the Transferor and the historical shareholders/contributors of the Target Company, between the Transferor and other existing shareholders, or between the Transferor and the Target Company; except as disclosed in writing to the Transferee, there are also no violations of the aforementioned written documents by the Transferor, existing shareholders, or the Target Company, either individually or collectively. Except as already disclosed in writing to the Transferee, to the best of the Transferor's knowledge, the Target Group has not yet adopted or approved any other formal employee equity/option incentive plans; except as already disclosed in writing to the Transferee, to the
best of the Transferor's knowledge, the Target Company has no other newly established subsidiaries, partnerships, branches, or offices in China or overseas, does not directly or indirectly hold shares or similar interests in any other entities, and has no assets overseas. 2. Compliance 2.1 Except for the information already disclosed to the Transferee, to the best of the Transferor's knowledge, the Target Group has completed all approvals, registrations, and filings required by Applicable Laws with the relevant government departments, and has obtained the licenses, permits, qualifications, certificates, or authorizations necessary to conduct its business. Furthermore, the Target Group has not violated any Applicable Laws applicable to it or its business. With respect to the Target Group's major assets, their current use and operation comply with all Applicable Laws, and there are no Material Adverse Effects on its current business operations or operational capabilities. To the best of the Transferor's knowledge, since its establishment, the Target Group has consistently complied with all Applicable Laws relating to its business operations, including tax, environmental protection, fire safety, work safety supervision, emergency response, and occupational disease prevention, and there have been no violations of such Applicable Laws; there have been no major accidents related to environmental protection, work safety supervision, emergency response, occupational disease prevention, or safety; nor has the Target Group



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited received any written notices, notices, requests, demands, inquiries, subpoenas, orders, or lawsuits regarding violations or accidents in the aforementioned areas (including tax, environmental protection, fire safety, work safety supervision, emergency response, occupational disease prevention, etc.), and no such fines have been imposed. 3. Financial Statements 3.1 To the best of the Transferor’s knowledge: the Target Company has provided the Transferee with the Target Company’s financial statements as of December 31, 2024 (the “Balance Sheet Date”), which do not, in any material respect, misrepresent or exaggerate the value of the Target Group’s assets as of the date of preparation of such information, understate the Target Group’s liabilities as of the date of preparation of such information, or exaggerate the Target Group’s profits for the relevant financial period. After the Balance Sheet Date, all of the Target Company's audited accounts and management accounts (including the transfer accounts) have been prepared in accordance with Applicable Laws and regulations and, in all material respects, accurately and fairly reflect the Target Company's financial and operational status as of the relevant account dates. The Target Company's financial records and information comply with Applicable Laws and regulations and are in accordance with Chinese accounting standards; the Target Group's audited financial statements have been appropriately and adequately accounted for in accordance with Applicable Laws and regulations regarding material matters. To the best of the Transferor's knowledge, except as disclosed in writing, the Target Group has no other valid material restrictions on its
assets. 4. Related Party Transactions 4.1 All transactions between the Transferor and the Target Group shall be conducted in accordance with market prices, on a genuine and fair basis, and under commercial terms agreed upon in accordance with the principles of necessity and fairness. 5. Assets 5.1 All land underlying the Target Group’s owned real estate is granted land. The Target Group has completed all significant procedures required under Applicable Laws, has lawfully paid all fees due for land use rights, has lawfully obtained all state-owned land use certificates and property ownership certificates for its owned real estate, as well as all permits required for the construction, operation, and management of such real estate. The acquisition or construction of each piece of real estate (including ongoing construction projects) complies with all Applicable Laws in all material respects. There are no mortgages or other encumbrances on any of the Target Group's self-owned real estate (including ongoing construction projects). The Target Group legally owns all self-owned real estate (including ongoing construction projects) free of any encumbrances. All contracts related to the acquisition or construction of each Target Group's self-owned real estate (including ongoing construction projects) have been



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited properly fulfilled, and there are no claims or disputes related thereto. 6. IPR The Transferor has implemented and conducted work related to the Target Company’s IPRs in accordance with the principles of intellectual property ownership set forth in Article 7.5(3) of this Agreement and is not aware of any dispute or controversy with the Target Company regarding the IPR ownership set forth in Article 7.5(3) of this Agreement. 7. Litigation; Arbitration; Disputes 7.1 Except as disclosed in writing to the Transferee, the Target Group is not involved in any ongoing significant disputes, litigation (including enforcement cases), arbitration, administrative penalties, administrative reviews, criminal investigations, criminal trials, criminal penalties, or other legal proceedings.



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Annex IV Representations and Warranties of the Transferee The Transferee makes the following representations and warranties to the Transferor on the Execution Date, and confirms that on the Execution Date and the Equity Closing Date, such representations and warranties remain true, accurate, complete, and not misleading. 1.1 Establishment and Capacity The Transferee is a legally established and registered entity that is validly existing in accordance with the laws of its place of incorporation. The investment consideration of the Transferee is legally owned by it. As of the date of signing this agreement, the Transferee is not subject to any litigation, arbitration, capital reduction, deregistration, bankruptcy liquidation, or other legal proceedings that may invalidate the Equity Transfer. 1.2 No Breach The signing of this Agreement by the Transferee and the performance of its obligations hereunder shall not result in any violation of or conflict with any provision of the Transferee's articles of association or other organizational documents, or any Applicable Laws, regulations, or government orders; the signing and performance of this Agreement shall not violate or conflict with any terms of any legal documents signed by the Transferee with any third party. 1.3 Accuracy and Completeness of Information Disclosed to the Transferor All information contained in this Agreement relating to the Transferee, as well as all documents provided by the Transferee to the Transferor during the negotiations relating to this Agreement, are true, complete, and accurate in all respects and contain no misleading information. For the avoidance of doubt, the documents provided by the Transferee to the Target
Company refer to the its business license.
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Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Annex VI Form of Shareholder Register and Capital Contribution Certificate Part I of Annex VI Chongqing Alpha and Omega Semiconductor Limited Capital Contribution Certificate Issue date: ____________ No.: ____________ To: SIMIC Holdings Co., Ltd. Chongqing Alpha and Omega Semiconductor Limited (the “Company”) is a limited liability company established in Chongqing on April 22, 2016, in accordance with the laws of the People's Republic of China. On [date], the Company, you, and the other parties to the Equity Transfer Agreement entered into the Equity Transfer Agreement (the “Equity Transfer Agreement”) regarding the transfer of the registered capital of the Company held by a third party. Following the completion of the Equity Transfer under the Equity Transfer Agreement, the registered capital of the Company shall be USD [*]. You have fully paid the Equity Transfer Price to the relevant Transferor in accordance with the Equity Transfer Agreement on [date] 2025, and have acquired USD [amount] of the Company's registered capital. Your contribution to the Company is made in the form of [ ]. Following the completion of the Equity Transfer, you will collectively hold USD [ ] of the Company's subscribed registered capital, with USD [ ] already paid in, corresponding to [ ]% of the total registered capital of the Company following the completion of the Equity Transfer. It is hereby certified Chongqing Alpha and Omega Semiconductor Limited (common seal) Legal representative:____________________ Date:____________________



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Part II of Annex VI Chongqing Alpha and Omega Semiconductor Limited Shareholder Register Issue date: ________ Shareholder name Unified social credit code Domicile Contribution method Subscribed registered capital (USD) Paid-in registered capital (USD) Equity class Shareholding percentage Capital contribution certificate No. Contribution date Date of acquisition and loss of shareholder status Chongqing Alpha and Omega Semiconductor Limited (common seal) Legal representative:____________________



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Annex VII Form of Confirmation Letter Part I-1 of Annex VII Conditions Precedent Satisfaction Confirmation Letter Date: To: SIMIC Holdings Co., Ltd. Dear Sir or Madam, This Conditions Precedent Satisfaction Confirmation Letter (the “Confirmation Letter”) is issued pursuant to Article [5.1] of the Equity Transfer Agreement (“Equity Transfer Agreement”) dated _______, 2025, entered into between Chongqing Alpha and Omega Semiconductor Limited (“Target Company” or “Company”), SIMIC Holdings Co., Ltd., Alpha and Omega Semiconductor Limited (“AOS” or “Transferor 1”), and Alpha & Omega Semiconductor (Shanghai) Ltd., (“AOS Shanghai” or “Transferor 2”, together with AOS, the “AOS Party” or “Transferor”). The terms, phrases, and undefined expressions used in this Confirmation Letter shall, unless otherwise expressly stated, have the same meanings as those terms, phrases, and expressions in the Equity Transfer Agreement. As of the date of this Confirmation Letter, Transferor 1 hereby confirms that all of the Domestic Payment Conditions Precedent listed in Article 5.1 of the Equity Transfer Agreement (except for item (c)) have been satisfied, specifically: 1. [*] 2. [*] 3. [*] 4. [*] 5. [*] 6. [*] 7. [*] 8. [*]



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited 9. [*] It is hereby confirmed. (The remainder of this page is intentionally left blank; signature page follows.)



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited In witness whereof, this Confirmation Letter is signed by AOS Shanghai on the date first written above. Alpha & Omega Semiconductor (Shanghai) Ltd. By: _____________________ Name: Title:



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Part I-2 of Annex VII Conditions Precedent Satisfaction Confirmation Letter Date: To: SIMIC Holdings Co., Ltd. Dear Sir or Madam, This Conditions Precedent Satisfaction Confirmation Letter (the “Confirmation Letter”) is issued pursuant to Article 5.1 of the Equity Transfer Agreement (“Equity Transfer Agreement”) dated _______, 2025, entered into between Chongqing Alpha and Omega Semiconductor Limited (“Target Company” or “Company”), SIMIC Holdings Co., Ltd., Alpha and Omega Semiconductor Limited (“AOS” or “Transferor 1”), and Alpha & Omega Semiconductor (Shanghai) Ltd., (“AOS Shanghai” or “Transferor 2”, together with AOS, the “AOS Party” or “Transferor”). The terms, phrases, and undefined expressions used in this Confirmation Letter shall, unless otherwise expressly stated, have the same meanings as those terms, phrases, and expressions in the Equity Transfer Agreement. As of the date of this Confirmation Letter, Transferor 1 hereby confirms that all of the Domestic Payment Conditions Precedent listed in Article 5.1 of the Equity Transfer Agreement (except for items (b) and (c)) have been satisfied, specifically: 1. [*] 2. [*] 3. [*] 4. [*] 5. [*] 6. [*] 7. [*] 8. [*] It is hereby confirmed.



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited (The remainder of this page is intentionally left blank; signature page follows.)



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited In witness whereof, this Confirmation Letter is signed by Target Company on the date first written above. Chongqing Alpha and Omega Semiconductor Limited By: _____________________ Name: Title:



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Part II-1 of Annex VII Conditions Precedent Satisfaction Confirmation Letter Date: To: SIMIC Holdings Co., Ltd. Dear Sir or Madam, This Conditions Precedent Satisfaction Confirmation Letter (the “Confirmation Letter”) is issued pursuant to Article 5.2 of the Equity Transfer Agreement (“Equity Transfer Agreement”) dated _______, 2025, entered into between Chongqing Alpha and Omega Semiconductor Limited (“Target Company” or “Company”), SIMIC Holdings Co., Ltd., Alpha and Omega Semiconductor Limited (“AOS” or “Transferor 1”), and Alpha & Omega Semiconductor (Shanghai) Ltd., (“AOS Shanghai” or “Transferor 2”, together with AOS, the “AOS Party” or “Transferor”). The terms, phrases, and undefined expressions used in this Confirmation Letter shall, unless otherwise expressly stated, have the same meanings as those terms, phrases, and expressions in the Equity Transfer Agreement. As of the date of this Confirmation Letter, the Target Company hereby confirms that all of the Overseas Payment First Conditions Precedent listed in Article 5.2 of the Equity Transfer Agreement (except for item (c)) have been satisfied, specifically: 1. [*] 2. [*] 3. [*] 4. [*] 5. [*] 6. [*] 7. [*] 8. [*] 9. [*]



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited 10. [*] 11. [*] 12. [*] 13. [*] It is hereby confirmed. (The remainder of this page is intentionally left blank; signature page follows.)



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited In witness whereof, this Confirmation Letter is signed by the AOS on the date first written above. Alpha and Omega Semiconductor Limited By: _____________________ Name: Title:



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Part II-2 of Annex VII Conditions Precedent Satisfaction Confirmation Letter Date: To: SIMIC Holdings Co., Ltd. Dear Sir or Madam, This Conditions Precedent Satisfaction Confirmation Letter (the “Confirmation Letter”) is issued pursuant to Article 5.2 of the Equity Transfer Agreement (“Equity Transfer Agreement”) dated _______, 2025, entered into between Chongqing Alpha and Omega Semiconductor Limited (“Target Company” or “Company”), SIMIC Holdings Co., Ltd., Alpha and Omega Semiconductor Limited (“AOS” or “Transferor 1”), and Alpha & Omega Semiconductor (Shanghai) Ltd., (“AOS Shanghai” or “Transferor 2”, together with AOS, the “AOS Party” or “Transferor”). The terms, phrases, and undefined expressions used in this Confirmation Letter shall, unless otherwise expressly stated, have the same meanings as those terms, phrases, and expressions in the Equity Transfer Agreement. As of the date of this Confirmation Letter, the Target Company hereby confirms that all of the Overseas Payment First Conditions Precedent listed in Article 5.2 of the Equity Transfer Agreement (except for items (b), (c) and (n)) have been satisfied, specifically: 1. [*] 2. [*] 3. [*] 4. [*] 5. [*] 6. [*] 7. [*] 8. [*]



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited 9. [*] 10. [*] 11. [*]



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited In witness whereof, this Confirmation Letter is signed by the Target Company on the date first written above. Chongqing Alpha and Omega Semiconductor Limited By: _____________________ Name: Title:



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Part III-1 of Annex VII Conditions Precedent Satisfaction Confirmation Letter Date: To: SIMIC Holdings Co., Ltd. Dear Sir or Madam, This Conditions Precedent Satisfaction Confirmation Letter (the “Confirmation Letter”) is issued pursuant to Article 5.3 of the Equity Transfer Agreement (“Equity Transfer Agreement”) dated _______, 2025, entered into between Chongqing Alpha and Omega Semiconductor Limited (“Target Company” or “Company”), SIMIC Holdings Co., Ltd., Alpha and Omega Semiconductor Limited (“AOS” or “Transferor 1”), and Alpha & Omega Semiconductor (Shanghai) Ltd., (“AOS Shanghai” or “Transferor 2”, together with AOS, the “AOS Party” or “Transferor”) The terms, phrases, and undefined expressions used in this Confirmation Letter shall, unless otherwise expressly stated, have the same meanings as those terms, phrases, and expressions in the Equity Transfer Agreement. As of the date of this Confirmation Letter, Transferor 1 hereby confirms that all of the Second Conditions Precedent listed in Article 5.3 of the Equity Transfer Agreement have been satisfied, specifically: 1. [*] 2. [*] 3. [*] It is hereby confirmed. (The remainder of this page is intentionally left blank; signature page follows.)



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited In witness whereof, this Confirmation Letter is signed by AOS on the date first written above. Alpha and Omega Semiconductor Limited By: _____________________ Name: Title:



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Part III-2 of Annex VII Conditions Precedent Satisfaction Confirmation Letter Date: To: SIMIC Holdings Co., Ltd. Dear Sir or Madam, This Conditions Precedent Satisfaction Confirmation Letter (the “Confirmation Letter”) is issued pursuant to Article 5.3 of the Equity Transfer Agreement (“Equity Transfer Agreement”) dated _______, 2025, entered into between Chongqing Alpha and Omega Semiconductor Limited (“Target Company” or “Company”), SIMIC Holdings Co., Ltd., Alpha and Omega Semiconductor Limited (“AOS” or “Transferor 1”), and Alpha & Omega Semiconductor (Shanghai) Ltd., (“AOS Shanghai” or “Transferor 2”, together with AOS, the “AOS Party” or “Transferor”). The terms, phrases, and undefined terms used in this Confirmation Letter shall, unless otherwise expressly stated, have the same meanings as those terms, phrases, and terms in the Equity Transfer Agreement. As of the date of this Confirmation Letter, the Target Company hereby confirms that all of the Overseas Payment Second Conditions Precedent listed in Article 5.3 of the Equity Transfer Agreement (except for (c)) have been satisfied, specifically: 1. [*] 2. [*] 3. [*] It is hereby confirmed. (The remainder of this page is intentionally left blank; signature page follows.)



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited In witness whereof, this Confirmation Letter is signed by the Target Company on the date first written above. Chongqing Alpha and Omega Semiconductor Limited By: _____________________ Name: Title:



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Part IV-1 of Annex VII Conditions Precedent Satisfaction Confirmation Letter Date: To: SIMIC Holdings Co., Ltd. Dear Sir or Madam, This Conditions Precedent Satisfaction Confirmation Letter (the “Confirmation Letter”) is issued pursuant to Article 5.4 of the Equity Transfer Agreement (“Equity Transfer Agreement”) dated _______, 2025, entered into between Chongqing Alpha and Omega Semiconductor Limited (“Target Company” or “Company”), SIMIC Holdings Co., Ltd., Alpha and Omega Semiconductor Limited (“AOS” or “Transferor 1”), and Alpha & Omega Semiconductor (Shanghai) Ltd., (“AOS Shanghai” or “Transferor 2”, together with AOS, the “AOS Party” or “Transferor”). The terms, phrases, and undefined terms used in this Confirmation Letter shall, unless otherwise expressly stated, have the same meanings as those terms, phrases, and terms in the Equity Transfer Agreement. As of the date of this Confirmation Letter, Transferor 1 hereby confirms that all of the Overseas Payment Third Conditions Precedent listed in Article 5.4 of the Equity Transfer Agreement have been satisfied, specifically: 1. [*] 2. [*] 3. [*] 4. [*] 5. [*] It is hereby confirmed. (The remainder of this page is intentionally left blank; signature page follows.)



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited In witness whereof, this Confirmation Letter is signed by AOS on the date first written above. Alpha and Omega Semiconductor Limited By: _____________________ Name: Title:



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited Part IV-2 of Annex VII Conditions Precedent Satisfaction Confirmation Letter Date: To: SIMIC Holdings Co., Ltd. Dear Sir or Madam, This Conditions Precedent Satisfaction Confirmation Letter (the “Confirmation Letter”) is issued pursuant to Article 5.4 of the Equity Transfer Agreement (“Equity Transfer Agreement”) dated _______, 2025, entered into between Chongqing Alpha and Omega Semiconductor Limited (“Target Company” or “Company”), SIMIC Holdings Co., Ltd., Alpha and Omega Semiconductor Limited (“AOS” or “Transferor 1”), and Alpha & Omega Semiconductor (Shanghai) Ltd., (“AOS Shanghai” or “Transferor 2”, together with AOS, the “AOS Party” or “Transferor”). The terms, phrases, and undefined terms used in this Confirmation Letter shall, unless otherwise expressly stated, have the same meanings as those terms, phrases, and terms in the Equity Transfer Agreement. As of the date of this Confirmation Letter, Transferor 1 hereby confirms that all of the Overseas Payment Third Conditions Precedent listed in Article 5.4 of the Equity Transfer Agreement (except for item (e)) have been satisfied, specifically: 1. [*] 2. [*] 3. [*] 4. [*] It is hereby confirmed. (The remainder of this page is intentionally left blank; signature page follows.)



 



Annexes of the Equity Transfer Agreement of Chongqing Alpha and Omega Semiconductor Limited In witness whereof, this Confirmation Letter is signed by the Target Company on the date first written above. Chongqing Alpha and Omega Semiconductor Limited By: _____________________ Name: Title:



 



Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13a-14(a) and 15d-14(a), AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Stephen C. Chang, certify that:
1.    I have reviewed this Quarterly Report on Form 10-Q of Alpha and Omega Semiconductor Limited (the "registrant");
2.    Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light

of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3.    Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4.    The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-

15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a.    Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b.    Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c.    Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.    Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control
over financial reporting; and

5.    The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.    All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely

affect the registrant's ability to record, process, summarize and report financial information; and
b.    Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial

reporting.

Date: November 6, 2025
 

/s/    Stephen C. Chang   
Stephen C. Chang

Chief Executive Officer



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13a-14(a) and 15d-14(a), AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Yifan Liang, certify that:
1.    I have reviewed this Quarterly Report on Form 10-Q of Alpha and Omega Semiconductor Limited (the "registrant");
2.    Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light

of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3.    Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4.    The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-

15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a.    Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b.    Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c.    Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.    Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal
control over financial reporting; and

5.    The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.    All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely

affect the registrant's ability to record, process, summarize and report financial information; and
b.    Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial

reporting.

Date: November 6, 2025
 

/s/    Yifan Liang        

Yifan Liang
Chief Financial Officer and Corporate Secretary



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Stephen C. Chang, chief executive officer of Alpha and Omega Semiconductor Limited (the "Company"), certify for the purposes of 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge,

a. the Quarterly Report of the Company on Form 10-Q for the fiscal quarter ended September 30, 2025 (the "Report"), fully complies with the requirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended; and

b. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: November 6, 2025
 

/s/    Stephen C. Chang    
Stephen C. Chang

Chief Executive Officer



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Yifan Liang, chief financial officer of Alpha and Omega Semiconductor Limited (the "Company"), certify for the purposes of 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge,

a. the Quarterly Report of the Company on Form 10-Q for the fiscal quarter ended September 30, 2025 (the "Report"), fully complies with the requirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended; and

b. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: November 6, 2025

                                 

/s/    Yifan Liang       

Yifan Liang
Chief Financial Officer and Corporate Secretary

                                 


