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CHAIRMAN'S LETTER

Dear fellow investors and friends of XD,

We have navigated through another eventful year, marked by significant growth and valuable experiences. It is my pleasure once again to share
these experiences and reflections with you.

Last year, we achieved several commendable results. The Company's annual revenue surpassed RMBS billion for the first time, representing a
year-over-year increase of nearly 50%. Both our game business and TapTap platform operations saw significant revenue growth. More importantly,
we successfully got out of the red, achieving a net profit attributable to the parent company of RMB811 million for the full year. This marks the
Company's first instance of achieving substantial annual profit in the last five years and demonstrates the effectiveness of our long-held strategy of
integrating self-developed games with our platform ecosystem.

Frankly, this result was hard-won. Over the past few years, our Company has faced numerous difficulties and challenges, placing considerable
pressure on our shareholders. The high-investment, high-risk model of self-developed games also drew some skepticism. Several projects initially
expected to perform well encountered varying degrees of setbacks. These experiences and lessons learned are deeply ingrained in our minds,
prompting us to make timely adjustments, ultimately leading to positive returns.

Last year, we successively launched GoGo Muffin (& 2 IEZE75) globally. The game performed well in various regions around the world, marking a
strong start for the Company's publishing business and generating substantial profits.

The mid-year release of Heartopia (.0\&)/)\i&) brought us a significant and pleasant surprise. This game took a very long time to prepare and
involved substantial investment, as it encountered many obstacles along the way. Its successful launch was truly not easy. However, upon release,
the enthusiasm and welcome from players brought us great joy. The project quickly surpassed 20 million downloads on the TapTap platform,
indicating the success of our project selection. The life simulation genre we chose is relatively scarce in the current market, yet player demand for
this type of game is exceptionally strong. This represents a crucial opportunity, and thus the Company will continue to invest in the Heartopia (:Cx
&/)\$8) project. Looking ahead, we aim to do even better. We have many ideas waiting to be realized in this genre, and numerous players’ needs
awaiting fulfillment. Therefore, we believe that in the current year and the next, the Heartopia project warrants further investment and holds much
potential for exciting results.

Last year, we also released the Classic version of Ragnarok M: Eternal Love ({l3E{&:RRO: SPREXKIERIE#0MR). Early this year, it was successfully
launched in Southeast Asia and the Taiwan region, achieving excellent results in both markets. This game, nearing its ninth year since launch,
embodies the Company's great dream of creating high-quality games. The project initially had immense ambitions, introducing significant
innovations in areas like the economic system, free trade, and player experience. However, due to insufficient development experience at the

time, design flaws existed, necessitating numerous modifications and patches. Although it ultimately achieved considerable success, many regrets
remained.

The Classic version addressed these regrets. Numerous systems, including the economic system, were redesigned and optimized to better align with
our original vision. After about a year of optimization in the Mainland China server, the relaunch in Southeast Asia and the Taiwan region proved
remarkably successful, earning high praise from veteran RO players. This has given us tremendous confidence.

This year, one of our key plans is to develop the sequel to this game, namely Ragnarok M: Eternal Love 1T (ili%{&#53R0: SFEEKIEAYE2). We hope
to leverage the extensive experience gained from past RO projects, combined with the Company's enhanced game development capabilities in
recent years, to further craft the Ragnarok story into a fully 3D open world for players to explore freely. Simultaneously, we will continue to leverage
the team's grasp of the "friendly world" concept and our deep understanding of MMO game social dynamics, community relationships, long-term
goals, and commercial systems, striving to create an even better, more anticipated product.

Additionally, I want to specifically mention Torchlight: Infinite (AA4EZ ¢ #&FR). This game has been online for nearly two years and has faced
numerous challenges and setbacks. Encouragingly, since last year, we adjusted the product's design philosophy, which received very positive
feedback. Since the end of last year, each season has shown progressive improvement in the game's performance, and recognition among core
players has gradually increased, helping us build our brand and reputation within the ARPG genre. We believe Torchlight: Infinite CAJEZ . £
PR) still has significant growth potential. As its performance improves, we will allocate more resources to address past shortcomings and further
enhance product quality.
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It is particularly noteworthy that PC users now constitute over half of Torchlight's core player base. On one hand, this indicates that our gameplay
and quality are increasingly recognized by core PC players; on the other hand, it sets higher expectations for us. In the future, we will continue to
enrich the game's content while further optimizing the visual performance on the PC end, making the PC version of Torchlight: Infinite (A4 2 3¢
EPR) a more competitive game in the global market for all players.

The upcoming new game Etheria (f#%%), also developed using the Unreal Engine, represents the Company's latest production capabilities.
Despite intense market competition, we will seek greater differentiation in product positioning. Last year, we already received positive feedback
through global tournaments, and this year, we will conduct testing and launches successively across various global regions. Regardless of market
performance, this game itself signifies a major breakthrough in our high-quality game production capabilities, providing a mature production
pipeline and broad imaginative scope for expanding into more game genres in the future.

Last year, the TapTap platform achieved significant growth. Not only did its market share in the domestic Android game distribution market
continue to rise, but its influence as a primary launch platform also grew stronger. Furthermore, the performance of the iOS version showed steady
improvement. Despite facing numerous content format restrictions within the Apple ecosystem, the iOS version managed to overcome these
limitations and achieve good results. Concurrently, we have noted increasing global discussions regarding the openness of app ecosystems. We
look forward to a future where the i0S ecosystem offers broader space for developers and platforms, which would enable TapTap to bring richer,
higher-quality services and experiences to iOS players.

Another important advancement for TapTap last year was a major breakthrough in off-platform game promotion. This success was driven by our
extensive application of Al recommendation technology. The core advantage of this Al technology lies not only in its ability to help us accurately
target and acquire high-quality users off-platform, but also in its capacity to efficiently coordinate with third-party promotional partners (such as
streamers, influencers, etc.) through our self-developed system, and rapidly iterate and optimize promotion strategies based on data feedback. This
provides us with a strong competitive edge in the game promotion field.

Leveraging this capability, we successfully promoted numerous games last year, including the highly popular Fishing Master (Er 4484 f AE) at the
beginning of the year and our self-developed game Heartopia mid-year. The success of these games largely benefited from the precise reach and
efficient conversion achieved by our Al-based off-platform promotion system, leading to rapid user growth. This innovative promotion model is also
a result of our long-term deep cultivation in TapTap's Al technology and algorithms. Within this framework, we believe there is even greater potential
and more imaginative possibilities for the future, and have already prepared relevant product plans.

Furthermore, TapTap continued to host numerous game-related activities within the industry and player communities last year, including game
launch events, the Spotlight Program, and the annual TapTap Game Awards. While these events may not directly generate specific commercial value,
they hold significant meaning for the industry and player communities. At last year's TapTap Game Awards ceremony, witnessing award winners step
onto the brightly lit stage to receive their applause and cheers deeply moved me. Creators in the game industry pour immense passion and dreams
into their work, treating games as artistic creations. However, for a long time, external recognition for game creators has been low, often focusing
solely on game revenue while overlooking artistic value.

Therefore, the importance of TapTap hosting these events lies in providing a platform for game creators to gain more recognition and appreciation,
allowing outstanding creators to gather and reflect on the past year's experiences together. Such activities are inherently meaningful. As TapTap's
industry influence gradually strengthens and profits show healthy growth, we also hope to take on more responsibility, contributing to the long-term
healthy development of industry practitioners and the game industry itself.

Simultaneously, we observe the huge potential of the domestic PC game market and the strengthening PC development capabilities of local
developers, presenting new opportunities for TapTap. Aligning with this trend, TapTap will focus on promoting the launch and operation of its PC
version this year. We hope to complement existing PC game platforms like Steam, offering more choices and supplementary services to PC players
and developers.

TapTap's PC version, consistent with the mobile version, adopts a complete zero revenue share, non-co-publishing model. This allows game
developers to retain 100% of their revenue on the TapTap platform. Additionally, a large number of games, including XD's own products, are
currently cross-platform between mobile and PC. For TapTap mobile users playing on PC, they can download through the same channel, log in with
the same account, and engage more smoothly with developers and other players within the same community. Therefore, the goal of the TapTap's
PC version is to better serve the cross-platform game category, providing more comprehensive supplementary services for developers and players.
At the same time, we also hope to offer more help and support to developers in the traditional indie game field, assisting them in better developing
and publishing their games.
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Finally, we have been continuously monitoring the rapid development of Al technology over the past year, which has already brought significant
changes to the field of game creation. Soon, Al technology will drastically reduce game development costs in incredible ways, enabling more
independent creators to produce astonishingly excellent game works with Al assistance. This represents a crucial development direction for TapTap.
We will actively embrace this change and prepare thoroughly for it.

We believe that as Al technology continues to improve, an increasing number of individuals will become developers, leading to an influx of
outstanding games — a scenario our platform eagerly anticipates. At the TapTap level, we will provide more support and preparation for this
change, helping developers reach users more quickly and directly, enabling more players to experience high-quality games, and consequently
providing developers with more positive feedback.

Simultaneously, we aim to establish a more fundamental presence in the Al field, helping developers complete game creation more efficiently,
bridging the workflow between ordinary players, creators, and Al tools, and minimizing the barriers and costs of game creation. We believe this
initiative will generate immense value and profoundly impact the future development of the game industry.

The above summarizes our work over the past year and offers some outlook for the future. In conclusion, XD Inc. is currently in its best state since
the Company went public: we possess stable cash flow, exciting game products, and the long-running TapTap platform. More importantly, we have
a core team that has been solidified through long-term refinement and adjustment, including outstanding game producers, creators, development,
and operations personnel. We have a solid foundation across multiple aspects, including product development, publishing, and operations. We
believe the Company is fully prepared for long-term future development, capable of adhering to the long-term vision of "Gathering the Hearts of
Craftsmen, Moving the Emotions of Players" (B[ Ay EETEIE), and is more confident in facing future changes and challenges.

More importantly, we are in an era brimming with opportunities. The rapid advancement of technology and Al is pushing us towards an
unprecedented tipping point; by seizing these opportunities, we can achieve surprising accomplishments. Throughout more than twenty years of
our entrepreneurial journey, our team has consistently maintained curiosity and passion for new things. Today, amidst a new wave of changes driven
by Al technology, we face unprecedented opportunities, about which we are deeply excited and full of anticipation. We believe that with the support
of the Company, our team, and all investors, we have the capability to make cooler, more outstanding, and more valuable contributions in the future.
We are full of confidence and excitement, hoping to achieve even better results, and look forward to sharing more and better achievements with
everyone next year.

Finally, we once again sincerely thank everyone for your continued trust and support.

Huang Yimeng
Chairman of the Board, XD Inc.
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW AND OUTLOOK

In 2024, our business and organizational structure stabilized gradually. Our teams fully supported the successful launch of new self-developed
games across multiple markets globally while collaboratively promoted the development of the TapTap platform. For our game business, three
newly launched games, GoGo Muffin (4 25PBZ835), Sword of Convallaria (8585 2 1)), and Heartopia (:0&h/)\i8) emerged as new revenue drivers,
contributing to a 64.2% year-on-year growth in our game segment revenue. In terms of TapTap platform business, TapTap PRC achieved an average
App MAU of 44.0 million in 2024, representing 23.0% year-on-year growth. The launch of Heartopia (:2,&/)\#&) through close collaboration with
TapTap brought substantial number of new users to the platform and enhanced brand recognition. In addition, we completed the regulatory filing
for our generative Al service TapSight, integrated Al-powered Q&A modules into TapTap and incorporated DeepSeek’s deep thinking capabilities. We
have been promoting Al and machine learning tools and technologies in our daily operations, and have been exploring new business opportunities
that deeply empowered by these tools and technologies. In the long run, upholding our vision “to impact each and every gamer by promoting the
spirit of craftsmanship”, we are committed to continuously offering high quality games to players across the world and supporting developers to
create and distribute games in a more convenient way.

In 2024, we provided investors with capital returns through full redemption of convertible bonds and repurchase of shares in the open market. Our
Board also recommended the payment of a final dividend of HK$0.4 per Share for the year ended December 31, 2024.

The following is an overview of our main products and services:

Our Games

As of December 31, 2024, our portfolio consisted of 21 online games and 35 premium games.
Online Games

During 2024, the average MAUs of our online games increased by 14.5% year-on-year, while the average MPUs increased by 23.1% year-on-

year. The increase in these two figures was primarily attributable to an increase in the number of users for three newly launched games, namely
Heartopia (\0\&/)\#8), Sword of Convallaria (#2882~ %) and GoGo Muffin (HHZIEZE55). Such increase was partially offset by a decrease in number
of users of Sausage Man (F 7k ¥t) as compared with 2023. For the year ended December 31, 2024, GoGo Muffin (H 25 IE2E75), Sausage Man (&
B&IIk¥T), Sword of Convallaria (#2788 2 1), Torchlight: Infinite (‘AA4E Z J¢: #&FR) and Ragnarok M (3% 152 M) were our top five games in terms of
their revenue contribution. An overview of our major games at present is as follows:

— GoGo Muffin (& #2IBZEZF): this self-developed idle mobile game was launched in Hong Kong, Macau and Taiwan in January 2024,
launched in the domestic market in China in May 2024, launched in the Korean market in September 2024, launched in various overseas
countries and regions in December 2024, and launched in Japanese market in February 2025. Currently, the game has completed its launch
in the major markets around the world. With a fresh and delightful artwork, coupled with a gameplay that allows for social interaction and
strategic planning, the game went viral after its launch and achieved outstanding results.

—  Sausage Man (FZiRE): the game was launched in domestic market in China in April 2018 and has been nearly 7 years since it was
released. In 2024, the MAUs and MPUs of the game declined as compared to the corresponding period in 2023. However, as a battle
arena game, we believe that the game still maintains a huge number of players in the Chinese market and has potential to return to
growth. Accordingly, we will continue to enhance the development and operation plans for the game in 2025, with the aim of improving its
performance.

— Sword of Convallaria (§#8 2 %!): the game was launched in Hong Kong, Macau and Taiwan in August 2023, launched in the domestic
market in China in November 2023, launched in Japan, Korea and various overseas countries and regions in August 2024. Currently, the
game has completed its launch in major markets around the world. The game has received widespread acclaim from SLG game players for
its exquisite pixel art style and solid gameplay.
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— Torchlight: Infinite (NEZ ¢: #EFR): the game was launched in overseas markets outside of China in October 2022 and launched in
the domestic market in China in May 2023. After continuously running for multiple seasons, the game has gained recognition among fans of
Diablo-like games. In the future, we hope the game will attract more gamers through more attractive seasonal updates.

— Ragnarok M (flli3E{FzRM): as the game was launched in the domestic market in China in January 2017, and was subsequently released
in various countries and regions worldwide, the game is currently at its maturity stage. Due to the impact of the life cycle of the game, its
revenue decreased to a certain extent in 2024 as compared to the corresponding period last year. Ragnarok M: Classic, a special version
of Ragnarok M, was released and launched in the domestic market in China in April 2024, and launched in the Southeast Asia market in
February 2025. Since the launch, this version of the game has performed well and gained popularity among players. We plan to launch
Ragnarok M: Classic in other overseas markets in 2025.

— Heartopia (:{0:&h/)\R): This self-developed life simulation game was launched in July 2024 in the domestic market in China and was
enthusiastically received by players, topping the App Store’s game download rankings multiple times. Currently, we have expanded the
development team for the game and are committed to delivering high-quality updates to enrich players’ game experience.

Games in Development

We regard our self-developed games as one of the cornerstones of our growth, and we have made a large scale of investment in research and
development of games. As at December 31, 2024, we had 724 employees engaged in game development, representing a decrease of 22 employees
from December 31, 2023. In 2023, in pursuit of our goal of cost reduction and efficiency enhancement, we gradually ceased or adjusted the research
and development of some game projects, while in 2024, our game research and development business experienced stable growth upon the release
and the success of some self-developed games as well as the establishment of new research and development projects. As of December 31, 2024,
we had 2 online games in development.

Premium Games

Premium games constitutes our special business component that meets the demand of mobile game users for high quality, pay-to-play games and
adds ecological diversity to the TapTap platform. In 2024, the overall account of premium games business was affected by the transition of new and
old products, and revenue from long-tailed products declined, but revenue was effectively supported by the launch of great titles such as Hero's
Adventure (K11 7EfSE) at the end of the year. Despite the slight decline in the revenue for the year ended December 31, 2024 as compared to
2023, we have continued to optimize our product portfolio to drive the steady development of our business. Looking ahead to 2025, we will bring
in highly anticipated premium mobile game products such as Totally Accurate Battle Simulator (£ EIF4E&E F1E#E82), Dave the Diver Bk E8
%) and Volcano Princess (A LLIBYZ 52), and expand more premium products in both domestic and overseas markets as well as across multiple
platforms to bring more quality products to our users with an enriched game experience.

TapTap

TapTap is our key competitiveness and one of the cornerstones of our growth. We rely on game development and publishing to provide TapTap with
high-quality exclusive content, which drives TapTap's user growth. In the meantime, TapTap's own product and operation advantages will help retain
users and generate revenue, which will then feed the content creation of both first-party and third-party developers through TapTap and in turn
generate more quality content and continue to drive the further growth of TapTap.

TapTap PRC

For the year ended December 31, 2024, the average App MAUs of TapTap PRC was 44.0 million, representing an increase of 23.0% on a year-on-year
basis. Such increase in MAUs was mainly because (i) in 2024, some highly popular mobile games were launched in the domestic market of China,
and among them, some even entered into exclusive or in-depth cooperations with TapTap; (i) our self-developed game Heartopia (1 &/)\#8) was
released exclusively on TapTap and brought in new users, and (iii) there were increase of marketing campaigns for TapTap and the introduction of
new marketing and promotion methods. In 2024, we have strengthened support for high-quality pay-to-play games for gaining more exposure.
Meanwhile, TapTap's server and bandwidth costs had been optimized, reducing per-user costs compared to the corresponding period last year. In
the second and third quarters of 2024, we successfully hosted the 5th Annual TapTap Presents, a series of Developers Workshops and the “Spotlight
Game Jam" game development competition, which generated positive engagement from both gamers and developers.

Currently, we have integrated an Al-powered Q&A module into TapTap with access to DeepSeek’s deep thinking capabilities in order to provide the
most relevant and practical game information to game players. We have also strengthened our support for mini-program games and PC games in
order to provide players with an enriched and more convenient game experience.
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TapTap International

For the year ended December 31, 2024, the average App MAUs of TapTap International was 5.0 million, representing a decrease of 13.0% on a year-
on-year basis. The decrease in MAUs was mainly attributable to (i) the significant decrease in number of users from India due to the impacts of
certain popular games; and (ii) the significant reduction in overseas marketing expenditures for cost control purposes.

In 2024, we optimized international team, and we have begun to establish brand awareness and a good reputation in assisting developers to
conduct overseas testing and publication of their new games. Our international team is currently exploring opportunities for long-term growth
under constrained resource allocation.

FINANCIAL REVIEW

Revenue

Our revenue is mainly derived from (i) games, the principal operating business where we generate revenue primarily from sales of in-game virtual

items in online games and sales of premium games through third-party and our proprietary distribution platforms; and (ii) TapTap platform, where
we generate revenue primarily from providing online marketing services on TapTap. The following table sets forth our revenue by line of business

for the year ended December 31, 2024 and 2023.

For the year ended December 31,
2024 2023
Amount % of revenue Amount % of revenue
(RMB in thousands, except for percentages)

Games 3,434,061 68.5 2,091,685 61.7
Game operating 3,427,520 68.4 2,082,051 61.4
Online games 3,316,789 66.2 1,961,469 57.9
Premium games 110,731 2.2 120,582 35
Others 6,541 0.1 9,634 03
TapTap platform 1,578,046 315 1,297,459 383
Total revenue 5,012,107 100.0 3,389,144 100.0
Games

Our revenue from game business increased by 64.2% to RMB3,434.1 million for the year ended December 31, 2024 on a year-on-year basis. In
particular,

— Our revenue from online games increased by 69.1% to RMB3,316.8 million for the year ended December 31, 2024 on a year-on-year basis,
primarily due to (i) the increase in revenue from newly launched games GoGo Muffin (HH£2PMZE35), Sword of Convallaria (828 2 1)) and
Heartopia ({0\8)/)\8); and (ii) partially offset by the decrease in revenue from certain existing games; and

— Our revenue from premium games decreased by 8.2% to RMB110.7 million for the year ended December 31, 2024 on a year-on-year basis,
primarily due to the decrease in revenue from certain existing premium games, and partially offset by newly launched premium games.
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The following table sets forth a breakdown of our game operating revenue by revenue recognition method for the years ended December 31, 2024

and 2023.

For the year ended December 31,

2024
Amount % Amount %
(RMB in thousands, except for percentages)
Revenue recognized on a gross basis 3,280,128 95.7 1,902,833 914
Revenue recognized on a net basis 147,392 4.3 179,218 8.6
Total game operating revenue 3,427,520 100.0 2,082,051 100.0

Our game operating revenue recognized on a gross basis increased by 72.4% to RMB3,280.1 million for the year ended December 31, 2024 on a
year-on-year basis, primarily due to the increases in revenue from newly launched games GoGo Muffin (H 22IBZ825), Sword of Convallaria (255 2 &)
and Heartopia ({0\&)/)\i8), and partially offset by the decrease in revenues from certain existing games. Our game operating revenue recognized on
a net basis decreased by 17.8% to RMB147.4 million for the year ended December 31, 2024 on a year-on-year basis, primarily due to the decrease in
revenue from Ragnarok M ({lLi3E1&553M) in overseas markets.

TapTap Platform

Our revenue from TapTap platform business increased by 21.6% to RMB1,578.0 million for the year ended December 31, 2024 on a year-on-year
basis. This increase in revenue is generally in line with the average App MAUs of TapTap PRC increased by 23.0% to 44.0 million for the year ended
December 31, 2024 on a year-on-year basis.

We have yet monetized TapTap International.
Cost of Revenue

Our cost of revenue increased by 16.1% to RMB1,534 million for the year ended December 31, 2024 on a year-on-year basis. The following table sets
forth our cost of revenue by line of business for the year ended December 31, 2024 and 2023.

For the year ended December 31,
2024 2023
% of segment % of segment
Amount revenue Amount revenue
(RMB in thousands, except for percentages)

Games 1,285,876 374 1,115,547 533
TapTap platform 247,701 15.7 205,227 15.8
Total 1,533,577 30.6 1,320,774 39.0

Our cost of revenue for game business primarily consists of sharing of proceeds with game developers and commissions charged by distribution
platforms and payment channels where we act as a principal, bandwidth and servers custody fee and employee benefits expenses. Our cost of
revenue for TapTap platform business primarily consists of bandwidth and servers custody fee and employee benefits expenses. The following table

sets forth our cost of revenue by nature for the years ended December 31, 2024 and 2023.
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For the year ended December 31,
2024 2023
Amount % Amount %

(RMB in thousands, except for percentages)

Commissions charged by distribution platforms

and payment channels 668,947 43.6 354,067 26.8
Sharing of proceeds to game developers 329,216 21.5 469,656 35.6
Bandwidth and servers custody fee 247,307 16.1 230,094 17.4
Employee benefits expenses 115,489 7.6 123,313 9.3
Professional and technical service fee 70,873 4.6 65,694 5.0
Amortization of intangible assets 35,829 23 43,410 33
Others 65,916 4.3 34,540 2.6
Total 1,533,577 100.0 1,320,774 100.0

Our cost of revenue for game business increased by 15.3% to RMB1,285.9 million for the year ended December 31, 2024 on a year-on-year basis,
primarily due to (i) the increases in commissions charged by payment channels and distribution channels, which were mainly due to the increase in
revenue generated from the newly launched games GoGo Muffin (25 IB2525) and Sword of Convallaria (#2%  &1) in overseas markets; and (ii)
partially offset by the decreases in sharing of proceeds to game developers, which were mainly due to the decreases in revenue from Sausage Man (&
BRIRE), Ulala (R4RAY B2 HLHL) and other licensed games.

Our cost of revenue for TapTap platform business increased by 20.7% to RMB247.7 million for the year ended December 31, 2024 on a year-on-year
basis, primarily attributable to (i) the increase in bandwidth and servers custody fee, which was generally in line with the increase in the average
App MAUs of TapTap PRG; and (ii) the increase in value-added tax (VAT) input transfer out and tax surcharges, which was in relating to our revenue
growth.

Gross Profit and Gross Margin

As a result of the foregoing, our gross profit increased by 68.2% to RMB3,478.5 million for the year ended December 31, 2024 on a year-on-year
basis. Our gross margin was 69.4% for the year ended December 31, 2024, which was higher than the gross margin for the year ended December
31, 2023, primarily due to (i) an improvement of our gross margin of game segment from 46.7% for the year ended December 31, 2023 to 62.6% for
the year ended December 31, 2024, as a result of the increases in revenue in self-developed games, which in general enjoyed higher gross margin
than licensed games; and (ii) partially offset by a decrease in the contribution of revenue from our TapTap platform business to our total revenue
from 38.3% for the year ended December 31, 2023 to 31.5% for the year ended December 31, 2024, which in general enjoyed a higher gross margin
than the game business.

Selling and Marketing Expenses

Our selling and marketing expenses primarily consist of (i) promotion and advertising expenses paid to external advertising agencies and
professional information dissemination companies; and (ii) employee benefit expenses relating to our selling and marketing personnel.

Our selling and marketing expenses increased by 61.5% to RMB1,397.3 million for the year ended December 31, 2024 on a year-on-year basis. This
was primarily attributable to (i) promotion and advertising expenses for newly launched games; and (i) the increased marketing expenses of TapTap
PRC.

Research and Development Expenses

Our research and development expenses primarily consist of (i) employee benefits expenses relating to our research and development employees;
and (i) professional and technical services fees including art design and technical support for our games.

Our research and development expenses decreased by 9.5% to RMB919.4 million for the year ended December 31, 2024 on a year-on-year basis.
This was primarily attributable to (i) the decrease in share-based payments, mainly due to a one-off share option claw-back of RMB20.8 million

in relating to certain former research and development employees; and (i) the decreases in depreciation of property, plant and equipment and
right-of-use assets. The number of our research and development personnel decreased from 1,031 as at December 31, 2023 to 993 as at December
31, 2024.
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General and Administrative Expenses
Our general and administrative expenses primarily consist of (i) employee benefits expenses relating to our administrative employees; (ii)
professional and technical services fees, such as fees paid to auditors and law firms; (iii) office expenses incurred in the usual and ordinary course of

business; and (iv) depreciation of property, plant and equipment and right-of-use assets in connection with our office space in Shanghai.

Our general and administrative expenses increased by 18.8% to RMB266.9 million for the year ended December 31, 2024 on a year-on-year basis.
This was primarily due to the increases in performance-based bonus and share-based payments.

Other Losses, Net

Our other losses, net primarily consist of net foreign exchange losses and net gain on repurchase of convertible bonds.

Our foreign exchange net losses were RMB19.7 million for the year ended December 31, 2024, compared to foreign exchange net losses of
RMB19.9 million for the year ended December 31, 2023. This was primarily due to depreciation of RMB/USD and RMB/HKD exchange rates in 2024.
Our net gain on repurchase of convertible bonds was RMB5.0 million for the year ended December 31, 2024.

Income Tax Expenses

We recorded income tax expenses of RMB44.9 million for the year ended December 31, 2024, compared to income tax expenses of RMB35.3 million
for the corresponding period in 2023. Among which, we recorded a current income tax expense of RMB15.0 million and a deferred income tax
expense of RMB29.9 million in relation to the deferred tax assets we recognized in previous years.

Profit/(Loss) for the Year

Our net profit for the year was RMB890.5 million for the year ended December 31, 2024, comparing a net loss of RMB65.4 million for the year ended
December 31, 2023.

Profit/(Loss) for the Year Attributable to Equity Holders of the Company

Our net profit for the year attributable to equity holders of the Company was RMB811.5 million for the year ended December 31, 2024, comparing a
net loss for the year attributable to equity holders of the Company of RMB83.0 million for the corresponding period of 2023.

Our net profit for the year attributable to non-controlling interests primarily belonged to non-controlling interests in (i) Yiwan (Shanghai) Network
Science and Technology Co., Ltd. (B E(_L/8)4B4ERHLARAE)) ("iwan”); and (i) Taptap Holding Limited.

Other Financial Information
The following table reconciles our operating profit/(loss) to our EBITDA and adjusted EBITDA for the periods presented:

For the year ended December 31,

2024 2023

(RMB’000) (RMB'000)
Operating profit/(loss) 914,789 (5,222)
Adjustments:
Other income (28,574) (48,941)
Other losses, net 9,774 16,509
Depreciation of property, plant and equipment 21,768 46,535
Depreciation of right-of-use assets 39,558 45,816
Amortization of intangible assets 39,893 52,323
EBITDA 997,208 107,020
Share-based compensation expenses 59,235 51,364
Adjusted EBITDA 1,056,443 158,384
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Non-IFRS Measures

MANAGEMENT DISCUSSION AND

ANALYSIS

To supplement our consolidated financial information which is presented in accordance with IFRS, we set forth below our adjusted profit/(loss)
for the year and adjusted profit/(loss) attributable to equity holders of the Company as an additional financial measure which is not presented

in accordance with IFRS. We believe those non-IFRS financial measures provide investors with useful supplementary information to assess the
performance of the Group's core operations by excluding certain items, namely (i) fair value changes on long-term investments measured at fair
value through profit or loss; and (i) share-based compensation expenses. The following table reconciles our adjusted profit/(loss) for the year and
adjusted profit/(loss) attributable to equity holders of the Company indicated to the most directly comparable financial measure calculated and

presented in accordance with IFRS:

For the year ended December 31,

2024 2023
(RMB’000) (RMB'000)
Profit/(loss) for the year 890,491 (65,362)
Add:
Fair value changes on long-term investments measured at fair value through
profit or loss 7,963 5,727
Share-based compensation expenses 59,235 51,364
Less:
Income tax effects (1,004) (1,135)
Adjusted profit/(loss) for the year 956,685 (9,406)

For the year ended December 31,

2024 2023
(RMB’000) (RMB'000)
Profit/(loss) attributable to equity holders of the Company 811,530 (83,039)
Add:
Fair value changes on long-term investments measured at fair value through
profit or loss 7,310 4,864
Share-based compensation expenses 58,847 44,976
Less:
Income tax effects (841) (919)
Adjusted profit/(loss) attributable to equity holders of the Company 876,846 (34,118)

These unaudited non-IFRS financial measures should be considered in addition to, but not as a substitute for, measures of the Group’s financial
performance prepared in accordance with IFRS. In addition, these non-IFRS financial measures may be defined differently from similar terms used

by other companies.
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Liquidity and Capital Resources

Our cash positions and short-term investments as at December 31, 2024 and December 31, 2023 are as follows:

As at December 31,
2024

XD INC.
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As at December 31,
2023

(RMB’000) (RMB'000)
Cash and cash equivalents 2,781,173 3,206,821
Short-term investments
— Term deposits with initial terms over three months 50,000 —
— Wealth management products 78,984 147,657
2,910,157 3,354,478

As at December 31, 2024, our short-term investments are mainly consisting of wealth management products issued by large reputable commercial
banks. These wealth management products invest principally in low risk and fixed-income instruments with liquidity that are quoted on the interbank
market or exchanges in China. The returns of such wealth management products are not guaranteed or protected by the issuing banks. Term
deposits above three months and within one year are measured at amortized cost. The interest rates of these deposits were 1.30% per annum and
the terms are six months.

The decrease of our cash positions and short-term investments was primarily due to (i) redemption of Convertible Bonds of RMB1,137.3 million and
repurchase of Convertible Bonds of RMB422.7 million; (i) payment for acquisition of additional equity interests in subsidiaries of RMB79.1 million;
(iii) repurchase by the Trustee pursuant to the 2024 RSU Scheme of our Shares of RMB48.6 million; and (iv) partially offset by the net cash flows
generated from operating activities of RMB1,280.4 million for the year ended December 31, 2024.

As of December 31, 2024, all of the outstanding Convertible Bonds have been redeemed and cancelled, and there are no outstanding Convertible
Bonds in issue. As of December 31, 2024, we did not have any borrowings or unutilized banking facilities.

Gearing Ratio

Our gearing ratio was 30.8% as at December 31, 2024, comparing a gearing ratio of 57.6% as at December 31, 2023. This ratio was calculated as
total liabilities divided by total assets.

Material Acquisitions of Subsidiaries, Associates and Joint Ventures
Share and Connected Transaction — Acquisition of X.D. Global (HK) Limited

References were made to the announcement and circular (the “Circular”) of the Company dated April 9, 2024 and June 3, 2024, respectively in
relation to, among others, the acquisition of 35% shareholding in X.D. Global (HK) Limited. Unless otherwise defined herein, capitalised terms used
in this annual report shall have the same meanings as those defined in the Circular.

On April 9, 2024, the Company entered into the Sale and Purchase Agreement with EDragon and LY Development and the Purchaser, pursuant to
which, the Purchaser has conditionally agreed to acquire, and EDragon and LY Development have severally and conditionally agreed to sell, the
Target Shares, representing in aggregate 35% shareholding in X.D. Global (HK) Limited, subject to and on the terms and conditions of the Sale and
Purchase Agreement.

The Initial Consideration for the Acquisition under the Sale and Purchase Agreement was an aggregate of US$21,639,320, which was settled (i) as
to US$17,339,320 by the allotment and issue of 7,405,714 and 2,194,286 Consideration Shares by the Company to EDragon and LY Development
respectively at the Issue Price of HK$14.20 per Consideration Share; and (ii) as to US$3,317,143 and US$982,857 in cash paid by the Purchaser to
EDragon and LY Development, respectively. The Consideration Shares representing approximately 1.51% and 0.45% of the enlarged issued share
capital of the Company immediately following the allotment and issue of the Consideration Shares.



XD INC. MANAGEMENT DISCUSSION AND 17
ANNUAL REPORT 2024 ANALYSIS

On September 6, 2024, all the conditions under the Sale and Purchase Agreement were fulfilled, and Completion took place in accordance with the
terms and conditions of the Sale and Purchase Agreement. Upon Completion, X.D. Global (HK) Limited became a direct wholly-owned subsidiary

of the Purchaser (which is in turn a direct wholly-owned subsidiary of the Company), and the financial results of X.D. Global (HK) Limited remain
consolidated into the financial results of the Group.

For details, please refer to the announcements of the Company dated April 9, 2024 and September 6, 2024 and the circular dated June 3, 2024.

Save as disclosed above, for the year ended December 31, 2024, the Company had no other material acquisition and disposal of subsidiaries,
associated companies and joint ventures.

Pledge of Assets

As of December 31, 2024, we did not pledge any of our assets.

Future Plans for Material Investments or Capital Assets

As of December 31, 2024, we did not have any future plans for material investments or capital assets.

Foreign Exchange Risk Management

We generate revenue from overseas markets in relation to our international business, and therefore, we are exposed to foreign exchange risk
arising from various currency exposures, primarily with respect to the US dollars and Hong Kong dollars. We also pay licensing fees for foreign
game developers and intellectual property providers, which are primarily in US dollars. We currently do not adopt any long-term contracts, currency
borrowings or other means to hedge our foreign currency exposure.

Contingent Liabilities

As of December 31, 2024, we did not have any material contingent liabilities.
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DIRECTORS

Executive Directors

Mr. Huang Yimeng (ZF—), aged 43, is an executive Director,

the Chairman of the Board and the Chief Executive Officer of our
Company. Mr. Huang has over 18 years of experience in games,
telecommunications, technology and internet industries and is primarily
responsible for the overall operations and management of our Group.
Mr. Huang has been the chairman of the board of directors of X.D.
Network since July 2011. Mr. Huang currently also holds directorships in
various of our subsidiaries, our PRC Consolidated Affiliated Entities and
Relevant Entities. In addition, Mr. Huang has abundant management
experience in the technology industry, including as the chief executive
officer of Shanghai Shaosi Network Technology Co., Ltd. (787 B 4E
SRS BRAE]) from May 2007 to June 2011, and the chief executive
officer of Shanghai Weixi Network Technology Co., Ltd. (/84 Fa48
HRIEABBRAS) from June 2005 to April 2007. Mr. Huang graduated
from Fudan High School in China in July 2000.

Mr. Dai Yunjie (BiZ1{%), aged 42, is an executive Director and the
President of our Company. Mr. Dai has over 18 years of experience

in games, telecommunications, technology and internet industries

and is primarily responsible for daily operations, overseas business
development and human resources of our Group. Mr. Dai currently also
holds directorships in various of our subsidiaries, Consolidated Affiliated
Entities and Relevant Entities. Mr. Dai has been an executive director

of Shanghai Qingwu Network Technology Co., Ltd. (_E /S8 EE4R48E}
B R/AE]) since August 2014, and an executive dlrector of Shanghai
Yinzhi Network Technology Co., Ltd. ( E/EfEEARLER R BRAR)
since November 2003. In addition, Mr. Dai was the chiefoperating
officer of Shanghai Shaosi Network Technology Co., Ltd. (78 B 4E
BRI BERAE]) from May 2007 to June 2011, and the chlef operatlng
officer of Shanghai Weixi Network Technology Co., Ltd. ( /S #EFaE484S
FEB R E]) from June 2005 to April 2007. Mr. Dai graduated from
Shanghai University in China majoring in mechanical engineering and
automation in June 2006.

Mr. Fan Shuyang ($28783), aged 41, is an executive Director and
one of the joint company secretaries of our Company. Mr. Fan has also
served as the secretary to the board of directors, the product manager
and project manager of X.D. Network since February 2012. Mr. Fan has
more than 16 years of experience in game and consultancy industries
and is primarily responsible for daily operations, corporate governance
and legal and compliance affairs of our Group. Prior to joining our
Group, Mr. Fan served as a project manager at SEGA Shanghai (t£3(_&
78)) from January 2010 to January 2012, a transfer pricing consultant at
KPMG China from July 2009 to December 2009 and a software engineer
at SEGA Shanghai from July 2006 to July 2007. Mr. Fan obtained his
bachelor's degree in automation from Tongji University in China in july
2007 and his master’s degree in electronic business management from
University of Warwick in the United Kingdom in January 2009.
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Non-Executive Director

Mr. Wu Meng (:£8§), aged 40, is a non-executive Director of our
Company. Mr. Wu started his business since 2005 and has over 19
years of experience in the gaming and Internet industry. From February
2012 to June 2022, Mr. Wu worked at Giant Network Group Co., Ltd. (B

NAAREEE B AR 19 B PRAF)), a company listed on the Shenzhen Stock
Exchange (stock code: 002558), where he consecutively served as the
vice president from February 2012 to December 2019, and as the chief
executive officer from January 2020 to June 2022. Mr. Wu is the founder
of Shanghai MiAO Worlds Technology Co., Ltd. (it R RS B RR
/38)) and has served as the chief executive officer since July 2022. Mr.
Wu graduated from Shuangyashan City Forestry School in Heilongjiang
Province (FBFe T & EHILITHMZELLR) in 2004,

Independent non-executive Directors

Mr. Pei Dapeng (28kKHB), aged 47, is our independent nonexecutive
Director. Mr. Pei has also been an independent director of X.D. Network
since October 2017. Mr. Pei has extensive industry experience in
E-commerce and network technology. In addition to his positions in
our Group, Mr. Pei has been the chairman of the board of directors

and chief executive officer in Shopex Software Co., Ltd. (BRER B R
23E)) since March 2019. Mr. Pei also served as the general manager

in Shopex Software Co., Ltd. (& /KEREARFRAE]) from June 2017 to
February 2019. Mr. Pei served as the general manager in Youliang
(Shanghai) Information Technology Co., Ltd. (B &(_LB)EBRINE
BRZAB]) from April 2015 to May 2017. Mr. Pei served as the general
manager in Shanghai Youliang Marketing Co., Ltd. (L8 8/i15%
$HEEBBIR/AE) from November 2014 to March 2015. Mr. Pei served
as the general manager in Ku Mei (Shanghai) Information Technology
Co., Ltd. (BE3=(_EB)E BEINERB)) from January 2009 to October
2014. Mr. Pei served as the general manager of Shanghai Shopex
Network Technology Co., Ltd. ( B8R RAB4ERHE B RAF) from
November 2006 to December 2008. Mr. Pei obtained his bachelor's
degree in Informatics from East China Normal University in China in July
2000.
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Mr. Xin Quandong (3E£ ), aged 57, is our independent non-
executive Director. Mr. Xin also serves as an independent director of
X.D. Network since October 2017. Mr. Xin has extensive experience in
accounting and investment industries. In addition to his positions in our
Group, Mr. Xin has been founding partner and chief executive officer
of Shanghai Honggu Equity Investment Fund (_t /4T R RR 3G & &
%) since August 2015. Before that, Mr. Xin served as the partner and
managing director of Shanghai Chengding Equity Investment Fund (=
JER R E E E) from May 2010 to July 2015, as chairman and
general manager of Shanghai Big Thumb Home Service Co., Ltd. (£
FIHEREEARFEARAE]) from June 2008 to May 2010, as executive
vice president of Shanghai East Joy Long Motor Airbag Co., Ltd. (£
BRAOALAER2RERNBIRAF) from December 2006 to
July 2007, as chief financial officer and deputy general manager of
Shanghai Huabo Investment Consulting Co., Ltd. (/8 18R &4
BBRZAE]) from April 2003 to December 2006, as investment manager
of Shanghai Keyuan Investment Consulting Co., Ltd. (_E/8RHRE &5
B BRAE]) from April 2001 to November 2012. Mr. Xin obtained his
bachelor's degree in accounting from Shanghai University of Finance
and Economics in China in July 1996. Mr. Xin has been accredited as a
Certified Public Accountant by the Chinese Institute of Certified Public
Accountants (PRI & 5T &) since 1998 and has obtained the
fund practice qualification from Asset Management Association of China
in2017.

Ms. Liu Qianli (2)F ), aged 49, is our independent non-executive
Director. Ms. Liu has over 20 years of experience in investment banking
and corporate finance. Ms. Liu served as the chief financial officer

of MainOne Information Technology Company Ltd., an information
technology company, from June 2007 to August 2008; the chief financial
officer of Chinakdu Corp., an education services provider in China

from October 2008 to November 2010; the chief financial officer of
Phoenix New Media Limited, a media company listed on the New York
Stock Exchange (Stock Code: FENG), from December 2010 to July 2013;
an independent non-executive director of BAIOO Family Interactive
Limited, a children’s web game developer listed on the Main Board of
the Stock Exchange (Stock Code: 2100) from March 2014 to date; an
independent non-executive director of Feiyu Technology International
Company Ltd., a leisure mobile game developer listed on the Main
Board of the Stock Exchange (Stock Code: 1022) from November 2014
to date; an independent non-executive director of Luckin Coffee Inc., a
coffee retail company listed on the OTC Pink Market (OTC: LKNCY), from
May 2022 to date; and Ms. Liu serves as the Assistant Head of School,
Business of Keystone Academy from 2020 to date. Ms. Liu obtained
her bachelor's degree in arts from Dartmouth College in 1997 and her
master's degree in Business Administration from the Massachusetts
Institute of Technology Sloan School of Management in 2003.
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SENIOR MANAGEMENT

For biographical details of Mr. Huang Yimeng, Mr. Dai Yunjie and Mr.
Fan Shuyang, who form part of our senior management team, please
refer to “— Directors — Executive Directors” in this section of this
annual report.

Mr. Gong Rui (8€5), aged 39, has been appointed as the Chief
Financial Officer of our Company since June 3, 2019 and is primarily
responsible for the overall finance, investments, and strategic
development of our Group. Mr. Gong has been the chief financial
officer of X.D. Network since November 2018. Mr. Gong has 15 years
of experience in the investment banking and financial management
industries. Prior to joining our Group, Mr. Gong served as associate
vice president and vice president in China Culture Industry Investment
Fund Management Co., Ltd. (FEIX (W EX KR EESEEBRLE)
from September 2014 to November 2018, an associate in BOCI Asia
Limited from July 2012 to September 2014, and an analyst in BOCI
Asia Limited from June 2010 to June 2012 and BOCI Securities Limited
from December 2009 to May 2010. Mr. Gong obtained his bachelor's
degree in science in Peking University in China in July 2008 and his
master's degree in science in Boston University in the United States in
September 2009.

BIOGRAPHIES OF DIRECTORS AND
SENIOR MANAGEMENT
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CORPORATE GOVERNANCE PRACTICES

The Group is committed to implementing high standards of corporate governance to safequard the interests of the Shareholders and enhance the
corporate value as well as the responsibility commitments. The Company has adopted the CG Code as its own code of corporate governance. Saved
for the deviation as disclosed under the section headed “Chairman and Chief Executive Officer” below, the Company has complied with all applicable
code provisions of the CG Code during the year ended December 31, 2024. The Company will continue to review and monitor its corporate
governance practices to ensure compliance with the CG Code.

CORPORATE CULTURE

The Company is committed to developing our corporate culture, which is built upon our missions, strategies and purpose. Our mission is "to
impact each and every gamer by promoting the spirit of craftsmanship”. Since the inception of our Company, we have been driven by our belief

in the power of technology and art, wisdom and courage, to make the world a more engaging and aesthetically pleasing place. Our unwavering
commitment to exploration and innovation enables us to continuously challenge the conventions of the gaming industry, while remaining receptive
to the genuine needs and opinions of our players, and fostering a fair and harmonious gaming community. We remain resolute in our pledge to
deliver an all-inclusive and premium entertainment service to our valued players.

THE BOARD OF DIRECTORS

Responsibilities

The Board takes the responsibility to oversee all major matters of the Company, including the formulation and approval of all policy matters, overall
strategies, internal control and risk management systems, and monitor the performance of the Senior Management.

All Directors shall at all times ensure that they carry out duties in good faith, in compliance with applicable laws and regulations, and in the interests
of the Company and the Shareholders.

Board Composition

Executive Directors

Mr. Huang Yimeng (Chairman of the Board and Chief Executive Officer)
Mr. Dai Yunjie

Mr. Fan Shuyang

Non-executive Director
Mr. Wu Meng

Independent Non-executive Directors
Mr. Pei Dapeng

Mr. Xin Quandong

Ms. Liu Qianli

There is no material financial, business, family or other relationship between any members of the Board. The biographies of the Directors are set out
under the section headed “Biographies of Directors and Senior Management” in this annual report.
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Chairman and Chief Executive Officer

Under code provision C.2.1 of part 2 of the CG Code, the roles of chairman and chief executive officer should be separate and should not be
performed by the same individual.

Mr. Huang Yimeng is currently the chairman and chief executive officer of the Company. In view of his substantial contribution to the Group since its
establishment and his extensive experience in the game industry, the Board considers that vesting the roles of chairman and chief executive officer
in the same individual provides the Group with strong and consistent leadership in the development and execution of long term business strategies
and does not impair the balance of power and authority between the Board and the management of the Company. The Board currently comprises
three executive Directors (including Mr. Huang Yimeng), one non-executive Director and three independent non-executive Directors and therefore
has a fairly strong independence element in its composition.

The Board will continue to review the effectiveness of the corporate governance structure in order to assess whether separation of the roles of
chairman and chief executive officer is necessary.

Independent non-executive Directors

The independent non-executive Directors play a significant role in the Board by virtue of their independent judgment and their views carry significant
weight in the Board's decision. The functions of independent non-executive Directors include bringing an impartial view and judgment on issues of
the Company’s strategies, performance and control; and scrutinizing the Company’s performance and monitoring performance reporting.

During the year ended December 31, 2024, the Board has at all times met the requirements of Rules 3.10(1) and (2) of the Listing Rules relating to
the appointment of at least three independent non-executive directors with at least one independent non-executive director possessing appropriate
professional qualifications, or accounting or related financial management expertise.

The Company has received a confirmation of independence from each of the independent non-executive Directors pursuant to Rule 3.13 of the
Listing Rules and after assessing the diversity of experience, skills, expertise and the guidelines set out in Rule 3.13 of the Listing Rules of each of the
independent non-executive Directors, the Company considers such Directors to be independent.

Directors’ training and professional development

Every newly appointed Director has been given a comprehensive, formal and tailored induction on appointment. The Company will continue to
arrange regular seminars to provide the Directors with updates on the latest developments and changes in the Listing Rules and other relevant legal
and regulatory requirements from time to time. The Directors are also provided with regular updates on the Company’s performance, position and
prospects to enable the Board as a whole and each Director to discharge his duty. During the year ended December 31, 2024, the Directors have
participated in continuing professional development programmes and provided the Company with records of the training they received to ensure
that their contributions to the Board remain informed and relevant.

The table below summarises the participation of each of the Directors in continuous professional development during the year ended December 31,
2024:

Reading Legal and
Regulatory Updates and
Name of Directors Attending Training Courses  other Reference Materials

Executive Directors

Mr. Huang Yimeng v J
Mr. Dai Yunjie v J
Mr. Fan Shuyang N \
Non-executive Director

Mr. Wu Meng \ J
Independent Non-executive Directors

Mr. Pei Dapeng N \
Mr. Xin Quandong v v

Ms. Liu Qianli \/ J
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BOARD DIVERSITY POLICY

We have adopted a diversity policy of the Board which sets out the objectives and provides that all appointments of the members of the Board
should be made on merit, in the content of the talents, skills and experience the Board as a whole requires to be effective. Our Nomination
Committee will review and assess the composition of the Board and make recommendations to the Board on appointment of members of the
Board. Meanwhile, our Nomination Committee will consider the benefits of all aspects of diversity and seek to achieve Board diversity through the
consideration of a number of factors, including without limitation, professional experience, skills, knowledge, education background, age, gender,
cultural and ethnicity and length of service, in order to maintain an appropriate range and balance of talents, skills, experience and diversity of
perspectives on the Board. Under the current composition of the Board, the Board has a balanced mix of knowledge, skills and experiences,
including experiences in games, technology, internet, investment, accounting and financial markets. Directors have a diverse education background
including business administration, accounting, automation engineering, electric engineering, computer applications, international finance,
informatics.

In terms of gender diversity, the Board currently has one female member, and the Board is of the view that it has achieved gender diversity.

The Board will strive to enhance female representation and achieve an appropriate balance of gender diversity with reference to stakeholders’
expectation and international and local recommendation and best practices in the foreseeable future. Specifically, the Board targets to maintain at
least 10% female representation and will consider nominating female directors in the future if suitable candidates are available, thereby achieving
gender diversity on the Board. We will also ensure that there is gender diversity when recruiting staff at mid to senior level and we are committed to
provide career development opportunities for female staff so that we will have a pipeline of female senior management and potential successors to
our Board in a few years' time.

Workforce Diversity

The gender ratio in our workforce as at December 31, 2024 are as follows:
Total workforce (including senior management): Male 69.86%; Female 30.14%

During the Reporting Period, female employees accounted for 30.14% of the Company’s total number of employees. In order to promote the gender
diversity in the composition of the Company’'s management and workforce, all employees enjoy equal employment, training and career development
opportunities. The Company also strives to create an environment and culture which is friendly to our female staff.

In addition, we are aiming to achieve a more balanced gender ratio in the workforce in the future and will continue to monitor and evaluate the
diversity policy from time to time to ensure its continued effectiveness. Our Nomination Committee is delegated by the Board to be responsible
for compliance with relevant codes governing board diversity under the CG Code. Our Nomination Committee will review our diversity policy of the
Board on annual basis and to ensure its continued effectiveness.

BOARD MEETINGS

Code provision C.5.1 of part 2 of the CG Code prescribes that at least four regular Board meetings should be held in each year at approximately
quarterly intervals with active participation of majority of directors, either in person or through electronic means of communication.

The Company has adopted the practice of holding Board meetings regularly. Notice of not less than 14 days is given of all regular Board meetings
to provide all Directors with the opportunity to attend and include matters in the agenda. For other committee meetings, reasonable notice is given.
The agenda and accompanying board papers are despatched to the Directors or committee members at least three days before meetings to ensure
that they have sufficient time to review these documents and be adequately prepared. When the Directors or committee members are unable to
attend a meeting, they are advised of the matters to be discussed and given an opportunity to make their views known to the chairman prior to the
meeting.

Minutes of the Board meetings and committee meetings are recorded in detail and include the matters considered by the Board and the committees
and the decisions reached, including any concerns raised by the Directors. Draft minutes of each Board meeting and committee meeting are sent to
the Directors within a reasonable time after the date on which the meeting is held so that they have an opportunity to request amendments.

The Board reserves for its decision on all major matters of the Company, including approval and monitoring of all policy matters, overall strategies
and budgets, internal control and risk management systems, material transactions (in particular those that may involve conflict of interests),
financial information, appointment of Directors and other significant financial and operational matters. The Directors could have recourse to seek
independent professional advice in performing their duties at the Company’s expense. The Directors are encouraged to access and to consult with
the Senior Management independently.
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The daily management, administration and operation of the Group are delegated to the Senior Management. The delegated functions and
responsibilities are periodically reviewed by the Board. Approval has to be obtained from the Board prior to any significant transactions entered into
by the management.

The table below sets forth the attendance of each of the Directors at the board meetings and annual general meeting:

Number of meetings attended/
held during the Director’s term of office
Annual general
Name of Directors Board meetings meeting

Executive Directors

Mr. Huang Yimeng 9/9 171
Mr. Dai Yunjie 9/9 1
Mr. Fan Shuyang 9/9 1

Non-executive Director
Mr. Wu Meng 9/9 17,1

Independent Non-executive Directors

Mr. Pei Dapeng 9/9 171
Mr. Xin Quandong 9/9 1”71
Ms. Liu Qianli 9/9 171

During the year ended December 31, 2024, the Chairman has also held a meeting with all independent non-executive Directors without the
presence of other Directors.

Appointments, Re-election and Removal of Directors

Each of the executive Directors has entered into a service contract with the Company for a term of three years. Either party has the right to give not
less than three months’ written notice to terminate the agreement.

The non-executive Director has entered into a service contract with the Company for a term of three years commencing from the date of the service
contract or until the third annual general meeting of the Company since the date of the service contract whichever is sooner, (subject always to
re-election as and when required under the Articles of Association) until terminated in accordance with the terms and conditions of the letter of
appointment or by either party giving to the other not less than one month’s prior notice in writing.

Each of the independent non-executive Directors has entered into an appointment letter with the Company for a term of three years commencing
from the date of the respective appointment letter or until the third annual general meeting of the Company since the respective appointment letter
whichever is sooner, (subject always to re-election as and when required under the Articles of Association) until terminated in accordance with the
terms and conditions of the letter of appointment or by either party giving to the other not less than one month’s prior notice in writing.

The Directors are subject to retirement by rotation and re-election at an annual general meeting of the Company at least once every three years in
accordance with the Articles of Association.

None of the Directors has entered into any service contract with the Company which is not determinable by the Company within one year without
payment of compensation (other than statutory compensation).
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BOARD COMMITTEES

The Board has established four committees, namely Audit Committee, Remuneration and Appraisal Committee, Strategy and Development
Committee and Nomination Committee. Each of these committees has specific written terms of reference and is responsible for overseeing
particular aspects of the Group's affairs. The chairman of these committees will report their findings and recommendations to the Board after each
meeting.

The table below sets forth the attendance of each of the committee members at the Board committees:

Number of meetings attended/held during the Director’s term of office

Strategy and

Audit Remuneration and Development Nomination
Name of Directors Committee Appraisal Committee Committee Committee
Mr. Huang Yimeng N/A N/A 11 171
Mr. Dai Yunjie N/A 4/4 mm N/A
Mr. Wu Meng N/A N/A 11 N/A
Mr. Pei Dapeng 2/2 N/A 11 171
Mr. Xin Quandong 2/2 4/4 N/A N/A
Ms. Liu Qianli 2/2 4/4 N/A 171

Audit Committee

The Audit Committee consists of three independent non-executive Directors, namely Mr. Xin Quandong (Chairman), Mr. Pei Dapeng and Ms. Liu
Qianli.

The main duties of the Audit Committee include the following:
a) being primarily responsible for making recommendations to the Board on the appointment, re-appointment and removal of the external
auditor, approving the remuneration and terms of engagement of the external auditor, and considering any questions of its resignation or

dismissal;

b) reviewing and monitoring the external auditor's independence and objectivity and the effectiveness of the audit process in accordance with
applicable standards;

o) developing and implementing policies on engaging an external auditor to supply non-audit services (for this purpose, “external auditor”
includes any entity that is under common control, ownership or management with the audit firm or any entity that a reasonable and
informed third party knowing all relevant information would reasonably conclude to be part of the audit firm nationally or internationally)

and reporting to the Board and making recommendations on any matters where action or improvement is needed;

d) discussing with the external auditor the nature and scope of the audit and relevant reporting obligations, and ensuring co-ordination where
more than one audit firm is involved before the audit commences;

e) monitoring integrity of the Company’s financial statements, annual reports and accounts, interim reports and, if prepared for publication,
quarterly reports, and reviewing significant financial reporting judgments contained therein. In reviewing these statements and reports
before submission to the Board, the Audit Committee shall focus particularly on:

(i) any changes in accounting policies and practices;

(if) major judgmental areas;

(i) significant adjustments resulting from audit;

(iv)  the going concern assumptions and any qualifications;

(v) compliance with accounting standards; and

(vi)  compliance with the Listing Rules and any requirements from the Stock Exchange and legal requirements in relation to financial
reporting;
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Regarding (e) above:

() liaising with the Board and the Senior Management;

(if) meeting at least twice a year with the Company’s auditors; and

(i) considering any significant or unusual items that are, or may need to be, reflected in the financial reports and accounts and giving
due consideration to any matters that have been raised by the Company's staff responsible for the accounting and financial reporting
function, compliance officer or auditors;

reviewing the Company's financial controls, risk management and internal control systems;

discussing the risk management and internal control systems with the Senior Management, ensuring that the Senior Management has

performed their duties to establish effective systems and to review annually the effectiveness, adequacy and appropriateness of those

systems. This review should include adequacy of resources, staff qualifications and experience, training programs and budget of the

Company's accounting and financial reporting function;

conducting research on major investigation findings of risk management and internal control matters and the Senior Management's
response to these findings on its own initiative or as delegated by the Board;

ensuring co-ordination between the internal and external auditors, ensuring that the internal audit function is adequately resourced to
operate and has appropriate standing within the Company, and reviewing and monitoring its effectiveness;

reviewing the Company’s financial and accounting policies and practices;

reviewing the external auditor's management letter, any material queries raised by the auditor to the Senior Management about accounting
records, financial accounts or systems of control and Senior Management's response;

ensuring that the Board will provide a timely response to the issues raised in the external auditor's management letter;

reporting to the Board on the matters in these terms;

reviewing the following arrangements set by the Company: employees of the Company can raise concerns about possible improprieties

in financial reporting, internal control or other matters in confidence; and ensuring that proper arrangements are in place for fair and
independent investigation of these matters and for appropriate follow-up actions by the Company;

acting as the key representative body for overseeing the Company’s relations with the external auditor;

formulating a whistle-blowing policy and system by the Audit Committee to allow employees and those who have dealings with the issuer
(such as customers and suppliers) to raise, in confidence, any concern regarding any possible improprieties about the issuer to the Audit
Committee;

to identify the environmental, social and governance matters that are relevant and material to the operations of the Group and/or that affect
shareholders and other key stakeholders (the “Key ESG Issues”), which shall include environmental and social aspects as stated in Appendix

(2 to the Listing Rules;

to review the Company's vision, strategy, framework, principles and policies in relation to Key ESG Issues, make relevant recommendations to
the Board;

to review and monitor the Company’s policies, practices and performance in relation to Key ESG Issues to ensure compliance with legal and
regulatory requirements and that they are appropriate in the context of the size, business nature and scope of the Company;

to monitor the key performance indicators and standards set and performance achieved on Key ESG Issues by the Company;

to assess, review, report and make recommendations, once (1) a year or as and when required, to the Board on the effectiveness of the
Company's policies, practices and performance in respect of Key ESG Issues;

to identify and engage stakeholders to understand and respond to their views by appropriate means;
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X)
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to review disclosure on environmental, social and governance matters of the Company whether by way of inclusion in the Company’s annual
report or a separate report in compliance with Rule 13.91 of the Listing Rules and Appendix C2 to the Listing Rules; and

conducting any other matters related to the Audit Committee in accordance with the instructions from the Board from time to time.
the year ended December 31, 2024, the Audit Committee had performed the followings:

reviewed the audited financial statements for the year ended December 31, 2023;

reviewed the unaudited interim financial statements for the six months ended June 30, 2024;

reviewed and approved the audit service memorandum presented by the external auditor;

discussed with the management and the external auditor on the issues concerning accounting policies and practices which may affect the
Group, along with financial reporting matters;

reviewed the risk management and internal control systems; and

made recommendations to the Board for re-appointment of the external auditor.

Remuneration and Appraisal Committee

The Remuneration and Appraisal Committee consists of one executive Director, namely Mr. Dai Yunjie and two independent non-executive Directors,
namely Ms. Liu Qianli (Chairperson) and Mr. Xin Quandong.

The main duties of the Remuneration and Appraisal Committee include the following:

a)

making recommendations to the Board on the Company’s policy and structure for all Directors’ and Senior Management remuneration and
on the establishment of a formal and transparent procedure for developing remuneration policy;

being responsible for either (i) determining, with delegated responsibility, the remuneration packages of individual executive Directors and
Senior Management; or (ii) making recommendations to the Board on the remuneration packages of individual executive Directors and
Senior Management (this should include benefits in kind, pension rights and compensation payments, including any compensation payable
for loss or termination of their office or appointment);

making recommendations to the Board on the remuneration of non-executive Directors;

considering salaries paid by comparable companies, time commitment and responsibilities and employment conditions elsewhere in the
Group;

reviewing and approving the Senior Management's remuneration proposals with reference to the Board's corporate goals and objectives;

reviewing and approving compensation payable to executive Directors and Senior Management for any loss or termination of office or
appointment to ensure that it is consistent with contractual terms and is otherwise fair and not excessive;

reviewing and approving compensation arrangements relating to dismissal or removal of Directors for misconduct to ensure that they are
consistent with contractual terms and are otherwise reasonable and appropriate;

ensuring that no Director or any of his associates is involved in deciding his own remuneration;

advising the Shareholders on how to vote with respect to any service contracts of the Directors that require Shareholders’ approval under the
Listing Rules;

reviewing the Group'’s policy on expense reimbursements for the Directors and Senior Management;

attending annual general meetings of the Company, and making themselves available to answer questions at such annual general meetings;
and

reviewing and/or approving matters relating to the share schemes under Chapter 17 of the Listing Rules.
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During the year ended December 31, 2024, the Remuneration and Appraisal Committee had performed the followings:
— reviewed the grant of share options to the executive Directors;

— reviewed the effectiveness of the remuneration policy; and

— reviewed the remuneration package of the executive Directors and Senior Management.

No material matters relating to the share schemes under Chapter 17 of the Listing Rules were reviewed and/or approved by the Remuneration and
Appraisal Committee during the Reporting Period.

Remuneration of Directors and Senior Management

Details of the Directors’ emoluments are set out in note 7(b) to the consolidated financial statements.

The remuneration packages of the Directors and Senior Management are decided by the Board with reference to the recommendation given by the
Remuneration and Appraisal Committee, having regard to the Group'’s operating results, salaries paid by comparable companies, time commitment

and responsibilities and employment conditions elsewhere in the Group.

For the year ended December 31, 2024, the emoluments of Senior Management team fell within the following bands:

Emolument bands (in HKD) Number of individuals
HKDO-HKD1,000,000 0
HKD1,000,001-HKD2,000,000 1
HKD2,000,001-HKD5,000,000 2
HKD5,000,001-HKD10,000,000 1
Total 4

Strategy and Development Committee

The Strategy and Development Committee consists of two executive Directors, namely Mr. Huang Yimeng (Chairman) and Mr. Dai Yunjie, one
non-executive Director, namely Mr. Wu Meng and one independent non-executive Director, namely Mr. Pei Dapeng.

The main duties of the Strategy and Development Committee include the following:
a) researching and making recommendations to the Board on the long-term development strategies and plans of the Company;

b) researching and making recommendations to the Board on the major financing plans of the Company and other major strategic issues
influencing the development of the Company; and

Q) reviewing the implementation of the above matters.

During the year ended December 31, 2024, the Strategy and Development Committee had reviewed strategies concerning business development
and plans relating to the daily operations of the Group.
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Nomi

nation Committee

The Nomination Committee consists of one executive Director, namely Mr. Huang Yimeng, and two independent non-executive Directors, namely

Mr. Pei

Dapeng (Chairman) and Ms. Liu Qianli.

The main duties of the Nomination Committee include the following:

s3]

)

During

reviewing the structure, size and composition (including the skills, knowledge and experience) of the Board at least annually and making
recommendations on any proposed changes to the Board to complement the Company’s corporate strategy;

making recommendations to the Board on the appointment or re-appointment of Directors and succession plans for Directors, in particular
the chairman and the chief executive officer. The Nomination Committee shall make recommendations on appointment of Directors with due

regard to the diversity policy of the Company and in accordance with the challenges and opportunities faced by the Company;

identifying individuals suitably qualified to become Board members and selecting or making recommendations to the Board on the selection
of individuals nominated for directorship;

assessing the independence of independent non-executive Directors;

before making any appointment recommendations to the Board, evaluating the balance of Directors based on (including but not limited to)
gender, age, cultural and educational background or professional experience, and, in the light of this evaluation, preparing a description of
the role and capabilities required for a particular appointment. In identifying suitable candidates, the Nomination Committee shall:

(i) use open advertising or the services of external advisors to facilitate the search;

(if) consider candidates from a wide range of backgrounds; and

(i) consider candidates on merit and against objective criteria, taking care that appointees have enough time available to devote to the
position;

reviewing annually the time required from the non-executive Directors. Performance evaluations should be used to assess whether the
non-executive Directors are spending enough time in fulfilling their duties; and

ensuring that the Directors receive a formal letter of appointment from the Board setting out clearly what is expected of them in terms of
time commitment, committee service and involvement outside Board meetings.

the year ended December 31, 2024, the Nomination Committee had performed the followings:
reviewed the structure, size and composition of the Board;
made recommendations to the Board on the re-election of Directors;

reviewed the profile of the potential candidates to assess suitability in accordance with the Nomination Policy and the objective criteria, with
due regard for the benefits of diversity, as set out under the Board Diversity Policy and made recommendation to the Board;

accessed the independence of the independent non-executive Directors; and

reviewed the time commitments of the non-executive Director.
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Nomination Policy for Directorship

In light of Article 16.2 of the Articles of Association, the Board shall have power from time to time and at any time to appoint any person as a Director
either to fill a casual vacancy or as an addition to the Board. Any Director so appointed shall hold office only until the next following general meeting
of the Company and shall then be eligible for re-election at that meeting.

The Company may from time to time in general meeting by ordinary resolution increase or reduce the number of Directors but so that the number
of Directors shall not be less than two. Subject to the provisions of the Articles of Association and the Companies Act, the Company may by ordinary
resolution elect any person to be a Director either to fill a casual vacancy or as an addition to the existing Directors. Any Director so appointed shall
hold office only until the next following general meeting of the Company and shall then be eligible for re-election.

The Company may by ordinary resolution at any time remove any Director (including a Managing Director or other executive Director) before
the expiration of his period of office notwithstanding anything in the Articles of Association or in any agreement between the Company and such
Director and may by ordinary resolution elect another person in his stead. Any person so elected shall hold office during such time only as the
Director in whose place he is elected would have held the same if he had not been removed.

Information and Documents from Candidate

The nominated candidate shall provide the following to the Nomination Committee for its consideration: (a) a curriculum vitae containing his/her
relevant personal information and contact details, academic and professional qualifications (if applicable), work experience, employment history,
current directorships (if any) and other information required to be disclosed under Rule 13.51(2) of the Listing Rules; (b) his/her written consent to
be elected as a director of the Company; (c) other information, declarations, undertakings and/or confirmations as required by the Listing Rules;

(d) other written consents (including without limitation his/her written consent to the publication of his/her personal data so provided) and other
information as reasonably required by the Nomination Committee; and (e) if he/she is nominated to be appointed as an independent non-executive
director of the Company, an independence confirmation and any other documents as required by the Listing Rules. The Nomination Committee may
request the nominated candidate to provide additional information and documents as the Nomination Committee may consider appropriate.

Nomination Committee’s Role and its Selection Process and Criteria

The Nomination Committee shall review the said information and documents provided by the nominated candidate and conduct the following
process (in accordance with the following criteria) with a view to assessing and evaluating whether such candidate is suitably qualified to be
appointed as a director of the Company before making recommendations to the Board:

1. to assess such candidate’s qualifications, skills, knowledge, ability and experience and also potential time commitment and attention to
perform director’s duties under common law, legislation and applicable rules, regulations and guidance (including without limitation the
Listing Rules and the “Guidance for Boards and Directors” published by the Stock Exchange (the “Guidance for Boards")), with reference
to the corresponding professional knowledge and industry experience which may be relevant to the Company and also the potential
contributions that such candidate could bring to the Board (including potential contributions in terms of qualifications, skills, experience,
independence and gender diversity);

2. in addition to and without prejudice to Paragraph 1 above, to assess such candidate’s personal ethics, integrity and reputation (including
without limitation to conduct appropriate background checks and other verification processes against such candidate);

3. with reference to the Company’s Board diversity policy (as adopted and amended by the Board from time to time), to take into account the
then current structure, size and composition (including without limitation the balancing of the skills, knowledge, ability, experience and
diversity of perspectives appropriate to the requirements of the Company’s business) of the Board and the Company’s corporate strategy,
with due regard for the benefits of the appropriate diversity of the Board and also such candidate’s potential contributions thereto;

4. to consider board succession planning considerations and the long-term needs of the Company;

5. in case of a candidate for an independent non-executive director of the Company, to assess: (i) the independence of such candidate
with reference to, among other things, the independence criteria as set out in Rule 3.13 of the Listing Rules; and (ii) the guidance and
requirements relating to independent non-executive directors set out in code provision B.3.4 of part 2 of the CG Code and in the Guidance

for Boards; and

6. to consider any other factors and matters as the Nomination Committee may consider appropriate.
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Board's Decision

The Board shall consider the recommendations from the Nomination Committee and make a decision as to whether the nominated candidate shall
be eligible to be appointed as a Director.

Corporate Governance Function

The Company's corporate governance function is carried out by the Board pursuant to a set of written terms of reference adopted by the Board

in compliance with the Listing Rules, which include (a) to develop and review the Company’s policies and practices on corporate governance and
make recommendations to the Board; (b) to review and monitor the training and continuous professional development of the Directors and the
management team of the Company; (c) to review and monitor the Company’s policies and practices on compliance with legal and regulatory
requirements; (d) to develop, review and monitor the code of conduct and compliance manual (if any) applicable to employees of the Group and the
Directors; and (e) to review the Company's compliance with the CG code set out in Appendix C1 to the Listing Rules and disclosure in the corporate
governance report. During the year ended December 31, 2024, the Board has reviewed and determined the policy for the corporate governance of
the Company.

MECHANISM FOR THE BOARD TO OBTAIN INDEPENDENT VIEWS AND
OPINIONS

The Company has established a mechanism for the Board to obtain independent views and opinions (including but not limited to the Articles of
Association, terms of reference of Board committees) to ensure the Board has an independent element as a key measure to improve the efficiency
of the Board.

All Directors, including independent non-executive Directors, have brought a wide spectrum of valuable business experience, knowledge and
professionalism to the Board for its efficient and effective functioning. All Directors have full and timely access to all the information of the Company
and may, upon request, seek independent professional advice in appropriate circumstances, at the Company’s expense for discharging their duties
to the Company. The Board has reviewed the implementation and effectiveness of the mechanism and believed that the mechanism can ensure the
Board obtains independent views and opinions.

DIRECTORS' RESPONSIBILITIES FOR PREPARATION OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for preparing the consolidated financial statements of the Group in accordance with statutory
requirements and applicable accounting standards. The Directors also acknowledge their responsibilities to ensure that the consolidated financial
statements of the Group are published in a timely manner. The Directors are not aware of any material uncertainties relating to events or conditions
which may cast significant doubt upon the Company’s ability to continue as a going concern. Accordingly, the Directors have prepared the
consolidated financial statements of the Group on a going concern basis.

The statement of the Auditor about its reporting responsibilities on the consolidated financial statements of the Company is set out in the section
headed “Independent Auditor's Report” in this annual report.

RISK MANAGEMENT AND INTERNAL CONTROL

Adequate and effective risk management and internal control systems are key to safeguarding the achievement of the Company's strategic
objectives. Risk management and internal control systems shall ensure the effective business operation, accuracy and reliability of the financial
reporting, as well as compliance with applicable laws, regulations and policies. The Board acknowledges its responsibility to ensure the Company
establishes and maintains sound risk management and internal control systems within the Group. The Board has also reviewed and recognized the
effectiveness of such systems in the Reporting Period. Such systems are designed to manage and mitigate risks inherent in the Group's business
faced by the Group to an acceptable level, but not eliminating the risk of failure to achieve business objectives, and can only provide reasonable
assurance against material misstatement, loss or fraud.
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The Company has established its internal audit function, which is responsible for independently reviewing the adequacy and effectiveness of the
Company’s risk management and internal control system and reporting the results to the Audit Committee. The Group will review the effectiveness
of its risk management and internal control systems at least once every year through the Audit Committee. The General Office of the Company
coordinates the detailed work of internal control and takes charge of sorting out and optimizing business processes and the management
mechanism, as well as conducting evaluation on the effectiveness of internal control. In addition to the internal control and internal audit functions,
all employees are accountable for risk management and internal control within their business scope. Business departments actively cooperate

with internal control and internal audit functions, report to the management team on any important business development and how policies and
strategies established by the Company are implemented within the department, and timely identify, assess and manage major risks (including
environmental, social and governance (“ESG") risks).

The Company has formulated risk management and internal control management policies to construct a fundamental environment for risk
management and internal control. In addition, the Company has set up the internal control framework, which relates to business processes such as
procurement, sales, human resources and payroll, game development, marketing, tax, capital, information security and intellectual property rights,
financial reporting and disclosure. The risk bank has also been put in place and risk assessment is conducted on a regular basis, to ensure the
effective operation of risk management and internal control.

The Board considers that the Group's risk management and internal control systems are adequate and effective for the year ended December 31,
2024.

Business Risk

The Group conducts business globally and faces business risks including reputation risks, investment and acquisition risks, taxation risks and
corporate responsibility and suitability risks. The Board meets regularly and reviews the investment and expansion strategies, business plan,
financial results, and key performance indicators of the Group to ensure that the business risks are controlled and managed, and potential risks can
be identified.

Financial Risk

The Group has adopted financial risk management policies to control the Group's financial risk exposure, such as taxation risks, currency risks and
financial reporting risks. Also, the Board monitors the financial results and key operating statistics with the assistance of the Group's internal financial
reporting department on a monthly basis.

Compliance Risk

The Group has adopted internal procedures to monitor the Group’s compliance risk to ensure that the Group’s compliance with the laws and
regulations in regions in which the Group conducts business. In addition, the Group from time to time engages consulting firms and professional
advisers to keep the Group updated with the latest development in the regulatory environments.

Inside Information and Internal Control

The Group attaches utmost importance to the proper handling and dissemination of inside information (as defined under the SFO). Internal

policies are put in place to ensure that inside information is adequately controlled. To ensure the confidentiality and the timely disclosure of inside
information, all employees are provided with learning materials and guidelines regarding the handling and dissemination of inside information on a
yearly basis. IT system controls are implemented to ensure the access to sensitive data is restricted to authorized personnel only.

Operational Risk

The Group has adopted procedures to manage its operational risk exposures, such as human resources risks and IT governance risks. The Group
monitors the overall employee turnover rate, degree of satisfaction, and IT system status on a monthly basis, and adopts countermeasures if any risk
indicators arise.

DIVIDEND POLICY

The declaration and payment of dividends shall be determined at the sole discretion of the Board and subject to the Articles of Association and all
applicable laws and regulations. The Company does not have any pre-determined dividend payout ratio. Any dividends the Company pays will be
determined at the absolute discretion of the Board, taking into account factors including the Company's actual and expected results of operations,
cash flow and financial position, general business conditions and business strategies, expected working capital requirements and future expansion
plans, legal, regulatory and other contractual restrictions, and other factors that the Board deems to be appropriate. The Shareholders may approve,
in a general meeting, any declaration of dividends, which must not exceed the amount recommended by the Board.
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AUDITOR'S REMUNERATION

For the year ended December 31, 2024, the fee paid/payable to the external auditor of the Company, PricewaterhouseCoopers, in respect of audit
and non-audit services is set out as follows:

RMB’000
Audit service 3,520
Non-audit service M 870
Total 4,390

Note:

M The non-audit services conducted by the Auditor mainly include tax advisory service.

COMPLIANCE WITH THE MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as its own code of conduct regarding securities transactions by the Directors. All Directors have
confirmed, following specific enquiries by the Company that they have complied with the Model Code during the year ended December 31, 2024.

JOINT COMPANY SECRETARIES

Mr. Fan Shuyang and Mr. Chung Ming Fai of SWCS Corporate Services Group (Hong Kong) Limited (a company secretarial service provider) have
been appointed as the Company'’s joint company secretaries. They are responsible for advising the Board on corporate governance matters and
ensuring that the Board policies and procedures, as well as the applicable laws, rules and regulations are followed. The primary contact person of
Mr. Chung Ming Fai at the Company is Mr. Fan Shuyang, the executive Director and joint company secretary of the Company.

For the year ended December 31, 2024, Mr. Fan Shuyang and Mr. Chung Ming Fai have undertaken not less than 15 hours of relevant professional
training respectively in compliance with Rule 3.29 of the Listing Rules.

SHAREHOLDERS' RIGHTS

Convening an extraordinary general meeting

Pursuant to Article 12.3 of the Articles of Association, general meetings shall also be convened and resolutions to a meeting agenda shall be added
on the written requisition of any one or more members deposited at the principal office of the Company in Hong Kong or, in the event the Company
ceases to have such a principal office, the registered office specifying the objects of the meeting and the resolutions to be added to the meeting
agenda, and signed by the requisitionists, provided that such requisitionists held as at the date of deposit of the requisition not less than one-
tenth of the paid up capital, on a one vote per share basis, of the Company which carries the right of voting at general meetings of the Company.
General meetings may also be convened and resolutions to a meeting agenda shall be added on the written requisition of any one member which
is a recognised clearing house (or its nominee(s)) deposited at the principal office of the Company in Hong Kong or, in the event the Company
ceases to have such a principal office, the registered office specifying the objects of the meeting and the resolutions to be added to the meeting
agenda, and signed by the requisitionist, provided that such requisitionist held as at the date of deposit of the requisition not less than one-tenth

of the paid up capital, on a one vote per share basis, of the Company which carries the right of voting at general meetings of the Company. If the
Board does not within 21 days from the date of deposit of the requisition proceed duly to convene the meeting to be held within a further 21

days, the requisitionist(s) themselves or any of them representing more than one-half of the total voting rights of all of them, may convene the
general meeting in the same manner, as nearly as possible, as that in which meetings may be convened by the Board provided that any meeting so
convened shall not be held after the expiration of three months from the date of deposit of the requisition, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be reimbursed to them by the Company.
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Putting forward proposals at general meeting

There are no provisions under the Articles of Association regarding procedures for Shareholders to put forward proposals at general meetings other
than a proposal of a person for election as Director. Shareholders may follow the procedures set out above to convene an extraordinary general
meeting for any business specified in such written requisition.

Enquiries to the Board

Shareholders may at any time send their enquiries and concerns to the Board in writing through the company secretary of the Company whose
contact details are as follows:

Address: A1, 700 Wanrong Road, Shanghai, China or 40/F, Dah Sing Financial Centre, 248 Queen'’s Road East, Wanchai, Hong Kong
(For the attention of the Board of Directors/Company Secretary)

Email: ir@xd.com

For the avoidance of doubt, Shareholder(s) must deposit and send the original duly signed written requisition, notice or statement, or enquiry (as
the case may be) to the above address and provide their full name, contact details and identification in order to give effect thereto. Shareholders’
information may be disclosed as required by law.

INVESTOR RELATIONS

The Company considers that effective communication with Shareholders is essential for enhancing investor relations and investor understanding

of the Group's business performance and strategies. The Company has established a shareholders communication policy with a range of
communication channels between itself and its Shareholders, investors and other stakeholders. These include the annual general meeting, and
other general meetings of the Company to allow Shareholders to speak and as a platform for communication and interaction; the annual and
interim reports, notices, announcements and circulars and the Company’s website at 2400.hk and the website of the Stock Exchange. The Board has
reviewed the shareholder communication policy and confirmed its effectiveness.

CHANGE IN CONSTITUTIONAL DOCUMENTS

The Company made certain amendments to the memorandum and articles of association of the Company mainly in relation to: (a) the electronic
dissemination of corporate communication of the Company, pursuant to the amended Listing Rules with effect from December 31, 2023, and (b)

to reflect amendments to the provisions of the Listing Rules relating to treasury shares effective from June 11, 2024, a special resolution of the
Shareholders was passed on June 25, 2024 to adopt the third amended and restated memorandum and articles of association of the Company with
effect from the same date. For details, please refer to the Company’'s announcements dated March 28, 2024, May 29, 2024 and June 25, 2024 and
the Company’s circular dated May 31, 2024.

The third amended and restated memorandum and articles of association of the Company are available on the website of the Stock Exchange and
the website of the Company.
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ABOUT THE REPORT

XD Inc. and its subsidiaries (the “Group”, “we”, “us") publish the Group’s sixth environmental, social and governance report (this “Report”).
This Report describes the Group's environmental, social and governance (“ESG") performance and discloses the environmental and social key
performance indicators (“KPIs") to disclose to stakeholders the Group’s governance, performance and effectiveness in relation to sustainable
development.

1.1

1.2

1.3

1.4

Reporting Standards
This Report is prepared in accordance with the mandatory disclosure requirements and “comply or explain” provisions of the
Environmental, Social and Governance Reporting Guide (the “Guide”) in Appendix C2 of the Main Board Listing Rules of The Stock

Exchange of Hong Kong Limited (the “Stock Exchange”) and complies with the four reporting principles set out in the Guide.

Materiality: The Group has identified and disclosed in the Report the process of identifying material ESG issues and the criteria
for selecting these issues, as well as the descriptions of the participation processes of stakeholders.

. Quantitative: The disclosure of statistical standards, methodologies, assumptions and calculation tools used for the emissions
and energy data disclosed in this Report, as well as the sources of conversion factors are described herein.

Consistency: The Report uses the same consistent statistical methods in data disclosure as last year. Any changes will be
stated clearly in the Report.

. Balance: The Report presents the Group's performance during the Reporting Period impartially. It aims to avoid choice,
omission or presentation formats that may improperly influence readers’ decisions making or judgments.

Reporting Scope

The scope of this Report covers the period from January 1 to December 31, 2024 (the “Year” or “Reporting Period”). The scope of social
disclosures in this Report is consistent with the Annual Report. During the Year, the scope of the Group's environmental disclosures
covered the head office in Shanghai and the branch office in Shenzhen and Singapore. These three operating locations are the main
operating offices of the Group.

Report Language

This Report is published in two languages, Chinese and English. In case of discrepancies, the Chinese version shall prevail.

Confirmation and Approval

This Report was considered and approved by the Board of Directors (the “Board”) of the Company on March 28, 2025, after
confirmation by the management.
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2. ESG GOVERNANCE

2.1

2.2

Statement of the Board

The Board recognizes the importance of ESG governance and has established a five-tier governance structure. The Board is the
highest level of leadership and is responsible for overseeing ESG-related issues and shouldering all reporting responsibilities. The
Group's Audit Committee assesses, prioritizes and manages key ESG issues through stakeholder communication, sets ESG-related
objectives, and receives regular reports from management on ESG-related policies, performance and risks, and reviews and analyzes
them. Last year, we set environmental targets. During the Year, we assessed and managed ESG issues, reviewed progress on
materiality assessment issues and targets, made continuous improvements and corrective actions based on progress and the Group's
operations, and set quantitative targets and a base year in due course.

ESG Governance Structure

We understand the importance of ESG governance. In order to manage ESG issues more effectively, we have established an ESG
governance structure, led by the Board, with the participation of the Audit Committee, management, ESG working group and
executive departments, to integrate ESG governance at each level. We have set up a clear governance structure and responsibilities
to help the Group practice corporate responsibility for sustainable development.

( N\
Board

| J
\ 4

4 )

Audit Committee

| J
\ 4

4 )

Management

| J
\ 4

( N\

ESG working group

| J
\ 4

( )

Executive departments
_ J
. Board of Directors

> The Board is the highest decision maker on ESG governance for the Group;
> Overseeing the ESG matters and developments of the Group;
> Approving ESG reports and has full responsibility for reporting

. Audit Committee
> Identifying the relevance and importance of ESG matters to the Group’s and stakeholders’ businesses;
> Developing strategies, frameworks, principles and policies for ESG issues and making recommendations to the Board;
> Setting ESG targets and tracking progress towards them, assessing, prioritizing and managing ESG issues;
> Assessing, reviewing, reporting and making recommendations to the Board on the effectiveness of the Group’s
policies, practices and performance on material ESG issues;
Reviewing and monitoring the Group's policies, practices and performance on material ESG issues;
> Reviewing the Group’s environmental, social and governance disclosures

Y
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. Management

> Arranging the ESG working group to carry out ESG work;
> Reporting to the Audit Committee on the Group's ESG-related risks and opportunities, and policies, practices and
performance on ESG matters, ESG work performance and annual ESG report

. ESG working group

> Designating and coordinating ESG work across departments;

> Reporting to management on daily ESG performance and progress of the annual ESG report;

> Preparing the annual ESG report

. Executive departments
> Conducting and implementing ESG work;
> Collecting data on relevant ESG KPIs

Stakeholder Engagement

XD INC.
ANNUAL REPORT 2024

The Group actively communicates with different stakeholders such as government, regulatory bodies, shareholders, players,
employees, society, and environmental organizations. We identify stakeholders and have established multiple channels of
communication, understand their expectations and requirements, and actively develop measures to respond to their expectations
and requirements to promote the sustainable development of the Group.

Main
Stakeholders

Expectations and
Requirements

Communication
Channels

Communication
Frequency

Government &
Regulatory body

Implementing the policies and regulatory
rules of the government;

Operating by the law;

Paying taxes according to the law;
Providing high quality games and services;
Public welfare activities;

Facilitating the harmonious development
of the community

Daily management
Work meetings
Supervision and
inspection
Compliance report
Lectures
Organization of
industry events
Consultation

Hold irregularly

Shareholders/ Implementing the policies and regulatory ~ General meeting Once a year
Investors rules of the government; Annual reports, Twice a year
Operating by the law; interim reports and
Corporate governance; announcements
Earning returns on investment; Investor relations Hold irregularly
Status of the business development; activities
Risk management; Company website Updated irregularly
Providing high quality games and services  Results Twice a year
announcement
Senior management Four times a year
meeting
Corporate newsletter ~ Twice a year
Players Information security and privacy Customer 24-hour customer

protection;

Providing high quality games and services;
Anti-cheating and fair gaming;

Healthy gaming;

Player communication

service online
communication
Improving customer
complaint handling
mechanism
Social media
communication

Satisfaction survey

E-mail

service system
to collect players’
opinions

Collect opinions from
players through
TapTap and public
websites, etc.

Collect feedback from
players after providing
customer service

Set up in game and
platform for players to
provide feedback
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Communication

Communication

Stakeholders Requirements Channels Frequency
Employees Employment promotion; Employee opinion Once ayear
Salaries and welfare; survey
Healthy and safe working environment; Internal Updated regularly
Fair opportunity and development; communication
Employee rights and interests; channels
Operating by the law; Work performance Quarterly
Paying taxes according to the law; evaluation
Corporate governance; Meeting interviews Once ayear
Risk management; Training courses No less than thirty
Anti-corruption and integrity promotion times a year
Volunteer activities Once a year

Seminars/workshops/
lectures

No less than ten times
ayear

Public/ZCommunity

Raising awareness of public welfare;
Facilitating the harmonious development
of the community

Participating in social
charity
Volunteer activities

Once ayear

Environmental
organizations

Reducing emissions;
Energy conservation

Waste classification
Green office

Hold irregularly

Peers Status of the business development; Cooperation projects )
) e Hold irregularly
Risk management; Industry associations
Anti-corruption and integrity promotion Developer events Twice a year
Suppliers Risk management; Supplier management

Anti-corruption and integrity promotion;
Supplier management

procedure
Meetings
Supplier evaluation
system
Site visit

Hold irregularly

Business partners

Status of the business development;

Risk management;

Providing high quality games and services;
Healthy gaming

Strategic cooperation
projects

Exchange activities

Meetings

Visits

Lectures

Report

Hold irregularly

Publish irregularly
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Materiality Assessment

XD INC.
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During the Year, there were no significant changes in the Group’s business operations, and there were no significant changes in
the Group's impact on stakeholders and stakeholders’ impact on the Group. Therefore, we reviewed the results of the materiality
assessment for 2021, summarized the results of the materiality assessment for the Year, and finally confirmed the results of the

materiality assessment by the Board. The results of the materiality assessment for the Year are as follows:

Highly material issues Moderately material issues General material issues
— Information security and privacy —  Anti-corruption and integrity =~ — Climate change
protection promotion
— Supplier management — Employee rights and interests — Environment and natural
resources

Compliance operations
Healthy gaming

— Resource management
— Public welfare activities

Development and training — Player communication

— Health and safety
— Waste management

High
. Information security
. Supplier and privacy protection
management
@ Anti-corruption and @ Compliance operation
integrity promotion
n . Healthy gaming
5 . Development and training
o
o
<
[3) @ Resource management
X
[qv]
4(7; . Emp‘\oyee rights
o . Public benefit activities IS
Z . Player communication
o
(- . Waste management
o
b= . Climate change
8_ @ Health and safety
E
' Environment and nature resources
Low Importance to the Company's business High

Materiality Assessment Results
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3. STABLE OPERATION

3.1

Information Security

The Group strictly complies with the laws and regulations such as the Cybersecurity Law of the People’s Republic of China, the
Provisions on Protection of Personal Information of Telecommunications and Internet Users and the Administrative Measures for
Internet Information Services, and has established systems such as the Information Security Policy, the Regulations on Management
of Data Backup and the Guideline on Emergency Response to Major Incidents.

We have established an Information Security Management Committee, with the information security policy of “putting safety first,
focusing on comprehensive prevention, and making continuous improvement”, and optimized and managed the information
management system and security work according to the requirements of “ISO27001 information security standard system”, and the
relevant system includes risk management, internal audit, system effectiveness measurement, and personnel security management,
etc.

The Information Security Management Committee is responsible for finalizing the information security development strategy, overall
planning, management system and major decisions, providing resources to implement information security activities, and regularly
reviewing the information security management of the Group to ensure that the information security management system is
applicable and effective. The information security oversight group is mainly responsible for auditing information security work from
two perspectives: process auditing and security technology. The information security executive team is responsible for establishing,
implementing, checking and improving the information security management system, ensuring the continuity and effectiveness of the
system, and implementing daily security protection work and annual risk assessment of the Group's information systems to identify
information security risks.

During the Year, X.D. Network Inc. ("X.D. Network”), a subsidiary of the Group, was awarded the “Outstanding Techniques and
Methods Award” and the “2024 Rock Operation Outstanding Individual Award” in the Shanghai Industry and Information Technology
Network Security Attack and Defense Exercise “Rock Operation 2024". Additionally, X.D. Network ranked 13th in the Dragon List of the
“Rock Operation — Dragon and Tiger List”, a cybersecurity ranking released by the event.

Our information security management and server rooms have been certified with National Information Security Level Protection
(Level 3), Code for Design of Data Centers (GB50174-2017) and Code for Construction and Acceptance of Data Center Infrastructure
(GB50462-2015). In order to ensure the maintenance of the information room is carried out properly, we have arranged dedicated
personnel to be responsible for the daily maintenance, monitoring, alarming and troubleshooting of the room environment to ensure
the information security of users from the hardware and facility levels. During the Year, the TapTap platform has completed the
Information Security Level Protection (Level 3) and Communication Network Security Level Protection (Level 3) recertification, and the
XD Forum system has also completed the Communication Network Security Level Protection (Level 3) recertification.

To strengthen the standardized management of employee information security, we have formulated the Specification for Employee
Information Security Management to improve the employee’s risk awareness in their daily work and protect the information security
of our Group and customers. During the Year, in order to ensure the security of the newly established Conflict of Interest Declaration
System, we not only relied on the support of professional technology and operation and maintenance teams at the infrastructure
level, but also restricted access permissions to employees within the Internal Control and Internal Audit Group. Additionally, we

have integrated access credentials with the Group WeChat, effectively preventing unauthorized disclosure of information and over-
authorized access. For key data such as user information, operation and maintenance data, and financial channel reconciliation

data, this Year we graded various data from different evaluation perspectives, including data acquisition, storage, transmission,
processing, provision, disclosure, and destruction. We invited a qualified third-party assessment agency to form an assessment team,
which issued a Data Security Risk Assessment Report that had been reviewed and approved by the regulatory authorities. The Group
has continued to improve a series of information security management regulations, including data usage approval, desensitization
mechanisms, permission revocation mechanisms for departing employees, and security compliance detection mechanisms for
business launches. We have also strengthened the information security training mechanisms for new employees, to ensure the
comprehensiveness and effectiveness of information security management in various aspects.
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[ Management Representatives

l

Information Security
Management Committee
(consisting of head of each

business department)

|

Information Security
Oversight Group
(Internal Audit Team)

Information Security Executing Team
(Security Center)

}

Security Contacts
(contacts designated by each
business department)

Organizational Structure of Information Security Management System
Privacy Protection

Due to the nature of our business, we receive, transmit and store players’ personally identifiable information and generated data

in the course of our operations, and the Group is responsible for the maintenance, storage and protection of user data and other
related information. The Group strictly complies with the Personal Information Protection Law of the People’s Republic of China

and has established the Employee Confidentiality System, the Protection Rules for Personal Information of Children on TapTap, the
Compliance Operation Guidance for Personal Information Collection and Use on App and the Privacy Policy of each platform such
as X.D. Network, TapTap Platform and TapSDK. The Group will update these privacy policies in a timely manner to reflect the latest
domestic and international regulatory requirements. The relevant documents and terms and conditions have clearly set out our
handling, management and protection of personal information and explain the management methods and operational processes
regarding the collection, storage, use, transfer, disclosure and subject rights of personal information. Specific instructions have also
been provided regarding the scope, storage and protection of information collected by the platform from users who are minors.

We have explained the personal information we receive and the purposes for which it is used, and we protect users' personal
information through encryption or de-tagging and anonymization. In some platforms, we have added a feature that allows users
to modify their personal information. If users choose not to use our services and needs to cancel their account, we also provide a
method for deleting or anonymizing their personal data once they have chosen to cancel their account.

We have deployed an automated security penetration testing platform and WAF security protection platform to manage risk at various
nodes in the data lifecycle, such as express rules and user authorization during the collection of personal sensitive data; encryption
and integrity verification during transmission; backup, recovery rehearsal, access control, encryption and retention of web logs during
data storage; authorization approval, desensitization, watermark protection and interface output restrictions during data processing.

We further clarified the scope of personal information processed, purposes of processing, and permission usage for each service in
the TapTap Privacy Policy, the TapSDK Privacy Policy, and the TapSDK Compliance Guidelines. In terms of products, we have optimized
user privacy settings for the platform’s personalized content and recommended advertising features. In accordance with the policy
requirements of the Ministry of Industry and Information Technology, we have completed the App filing for our own games, and we
will gradually require the games on the TapTap platform to complete the relevant App filing. During the Year, we strictly complied with
relevant privacy protection regulations in various overseas regions and continuously improved our user agreements for international
users.

During the Year, the Group did not violate any laws and regulations related to personal data.
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Compliance operations

3.2.1

3.2.2

Advertising

The Group promotes its products through various forms of publicity techniques. In order to ensure the accuracy and
compliance of information on the content of publicity, promotion and advertising releases, we have formulated the Advertising
Management Policy and strictly comply with the requirements of the Advertising Law of the People’s Republic of China and

the Interim Measures for the Administration of Internet Advertising and other laws and regulations to control the marketing
information released on various channels.

We strictly review the compliance of advertising content, focus on pre-compliance, and regularly review the industry
compliance standards. The Marketing Department is responsible for the review of our Group's promotional content, and the
Legal Department and Public Relations Department make the final review of uncertain content. We ensure that our external
output of promotional content is accurate and does not contain elements that deceive or mislead consumers to protect

the rights and interests of our users. If a third party needs to place advertisement on the TapTap platform, we examine the
business license, proof of product ownership, software copyright certificate, game version number, and other appropriate
qualifications that prove the legal authorization of the product of the relevant party, and only after confirming that they

are correct, can they be published on the platform. We require a letter of guarantee in the framework contracts between
advertising platforms and their advertising agents, requiring the legal representative of the advertising agent to provide a
joint liability guarantee to minimize the risks of related breaches of contract and violations, and to enhance the stable and
mutually trusting relationship in the cooperation with the agents. Any advertisement on the platform must comply with the
regulations and the content requirements of the platform. We will evaluate the content of the pictures, slogans and videos
in the advertisement, and the content must comply with the regulations and there must be no infringement of the content,
and we must also ensure the authenticity of the content of the advertisement. During the Year, we continued to standardize
the operation process of our advertising platform, strengthened the review of advertiser authorization letters submitted by
advertising agents, and implemented automated management such as authorization expiry reminders for the authorization
period. In doing so, we improved the efficiency in the review process and the compliance and transparency of advertising
content. The Group will also conduct marketing and legal advocacy training for our staff to enhance the compliance awareness
of relevant personnel.

During the Year, the Group did not violate any laws and regulations related to advertising. Due to the nature of our business,
product labelling does not apply to the Group.

Intellectual Property Rights

We strictly abide by the Copyright Law of the People’s Republic of China, the Trademark Law of the People’s Republic of China,
the Patent Law of the People’s Republic of China, the Tort Liability Law of the People’s Republic of China, the Measures for the
Administration of Internet Domain Names of China and the Measures for the Administration of Software Products and other
laws and regulations. We have formulated the Trademark Application Process, Software Copyright Registration Application
Process, Work Copyright Registration Application Process, XD Patent Management and Reward System, Patent Application
Process, Organizational Structure and Division of Responsibilities for Intellectual Property Protection and Planning for
Reducing the Risk of Infringing on Others’ Intellectual Property Rights and A Brief Analysis of IP Brand Protection Strategy.

The Group's intellectual property rights include but are not limited to patents, trademarks, software, art copyrights, music
copyrights, and text copyrights. In order to protect intellectual property rights, we will register the intellectual property rights.
During the Year, in terms of intellectual property applications, we have expanded the scope of applications, focusing on key
project trademark protection from five perspectives: game names, game logos, game characters, game aliases, and both
domestic and international markets. Compared to the previous year, our overseas applications have increased by 400%, while
domestic applications have increased by 340%. We have registered key self-developed IP art assets in seven batches. The
authorization of invention patents has increased by 200% year-over-year, the authorization of design patents has increased by
150% year-over-year, and the number of patent applications has increased by 130% year-over-year. We complied with the XD
Patent Management and Reward System, and improved the process for protecting the intellectual property rights of various
exclusive games. By doing so, we can help the Group protect its innovations more effectively and promote the legitimate use
of intellectual property rights, while incentivizing our employees to continue their commitment to technological innovation and
the creation of intellectual property. We provide our employees with a clear process for registration of intellectual property
rights to facilitate the registration of patent applications. In addition, to encourage our employees to create inventions, we
provide appropriate bonuses and compensation to the inventor as an invention reward.
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The Legal Department is responsible for the protection of intellectual property rights, guiding and supervising the collection
of intellectual property rights by all departments and implementing our intellectual property rights protection system and
measures. In the event of a third party appropriating and using our intellectual property, we will take legal action to protect
our own rights and interests. When we cooperate with external partners, we will require the other party to sign the Mutual
Confidentiality Agreement, which stipulates the relevant confidentiality rights and obligations of the confidentiality party,
the confidentiality period and the liability for breach of contract to prevent the leakage of intellectual property rights. During
the Year, in terms of rights protection, we introduced a zero-cost third-party rights protection agency for the first time,
actively gathered clues of infringement, and filed complaints related to our self-developed game projects on e-commerce
and application platforms, achieving a success rate of up to 99%. In addition, we pioneered the establishment of a reverse
evidence-based defense mechanism against trademarks non-use cancellation, effectively safeguarding our existing trademark
rights through proactive trademark licensing and usage strategies.

The Legal Department also regularly educates and trains employees regarding intellectual property rights. During the Year,
around the theme of AIGC, the Legal Department conducted multiple educational and publicity sessions within the Group.

In particular, focusing on XD's game development technologies and the TapTap platform’s business model, we approached
the topic from the perspective of an AIGC service provider. Based on the practical needs of internal control and responsibility
delineation, we compiled an internal policy compliance operations manual under the current AIGC policy framework. In
addition, we have also conducted legal education and publicity on other intellectual property-related issues to help employees
respect others' works and prevent illegal uses. During the Year, from the perspective of the Group's business and employees’
needs, we produced nine high-quality articles covering various fields such as trademark law, copyright law, patent law, unfair
competition, IP operations, merchandise development, and game export. These articles aim to provide employees with cross-
disciplinary legal education and publicity. We have also established the Scope of Intellectual Property Rights and Attribution
of Rights to determine the attribution of intellectual property rights. The intellectual property rights of creations enjoyed by
the Group or hosted by or on behalf of the Group under the contract are attributed to the Group and the Group assumes the
relevant responsibilities. The intellectual property rights generated by employees on the basis of their work also belong to the
Group.

During the Year, the number of intellectual property rights maintained by the Group was 2,448, including 1,557 trademarks,
25 patents, 247 software copyrights, 114 art copyrights, 13 music copyrights, 3 text copyrights and 56 other intellectual works.

Integrity in Practice

The Group strictly complies with the Anti-Money Laundering Law of the People’s Republic of China, the Anti-Money Laundering
Regulations for Financial Companies, the Measures for the Administration of Payment Services for Non-Financial Companies,

the Detailed Rules for the Implementation of the Administrative Measures for the Payment Services Provided by Non-financial
Institutions, the Guidelines Against Money Laundering and Terrorist Financing through Payment and Clearing Organizations, the
Guidelines for the Assessment of Money Laundering and Terrorism Financing Risk and Categorized Management of Customers of
Financial Institutions, the Interim Provisions on Banning Commercial Bribery Temporary Provisions and the Anti-Unfair Competition
Law and other laws and regulations. We have formulated the Anti-Money Laundering and Anti-Terrorist Measures and the Anti-Fraud
Procedures and Control Manual system to set out the measures and handling of illegal acts such as bribery, extortion, fraud and
money laundering.

In order to protect the rights and interests of the Group, its affiliates, and all employees, and to foster a fair, equitable, and
transparent workplace atmosphere, which also thoroughly implement the guiding principles of professional ethics and compliance
operations in the Employee Handbook, we formulated a Conflict of Interest Management System this Year. The system focuses on
common conflict of interest scenarios such as investments, external activities, business cooperation and opportunities, personal
relationships, personal accounts and financial interests. It clearly defines the red lines that are strictly prohibited and must be avoided,
with the aim of further clarifying the requirements for employees to declare and avoid conflicts of interest and the consequences of
non-compliance.

We have established an Anti-Money Laundering and Anti-Terrorist Financing Steering Group, which meets regularly to review and
supervise the Group's anti-money laundering and anti-terrorist financing work. We comply with the “know your customer” principle,
establish a sound customer identification system, and properly maintain customer information and financial and transaction history
records with our customers. The Group prohibits any use of the functions of exchanging game coins for cash, props for cash and
accounts for cash in virtual games, and prohibits and strictly punishes offline transactions of virtual items. We also strictly prohibit any
form of illegal gain. The Employee Handbook states that employees shall not receive benefits from business-related units, nor shall
they use Group resources to conduct internal transactions or misappropriate public funds.
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During the Year, the Group has updated its reporting email address to: jubao@xd.com. The Audit Committee ensures that the
personal information of whistleblowers is kept confidential. The Audit Committee, together with the Internal Audit Department, will
analyze, independently follow up, investigate and provide feedback on the reported information, and the investigation results will be
reported to the Board, and penalties will be imposed on the relevant units, and will be reported to the judicial authorities if the law is
involved.

During the Year, the Group did not have any lawsuits and corruption cases filed against the Group and its employees.

We regularly provide anti-corruption training to our directors and employees. In addition, we also send out information on
anti-commercial bribery and conflict of interest via email or group to remind all directors and employees to prevent unscrupulous
practices from occurring.

Healthy Games

As an enterprise with a sense of social responsibility, we always put the care for minors' health and the prevention of minors' addiction
to games in the first place. We strictly abide by the laws and regulations such as the Network Security Law of the People’s Republic of
China, the Law of the People’s Republic of China on the Protection of Minors, the Personal Information Protection Law of the People’s
Republic of China, the Regulations on the Administration of Internet User Account Names, the Regulations on the Administration

of Information Services for Internet User Public Accounts, the Notice on Preventing Minors from Being Addicted to Online Games,
and other laws and regulations, and have formulated the 7ap7ap Community Management Regulations, which regulate the content
posted by platform users and prohibit any pornography, undesirable behaviors, unfavorable to the physical and mental health of
minors and illegal comments, etc. to establish a healthy gaming platform and ensure the physical and mental health of players. We
will review the game content to deliver positive and healthy messages, and we have established the Content Review Guidelines to
prohibit game content with undesirable behavior or content that conveys undesirable awareness, undesirable inducements and is
unfavorable to the physical and mental health of minors, etc., and ensures that the games as a whole present a positive, uplifting and
wholesome style.

We have followed the requirements of the Notice on Implementing “the Guidelines for Setting Up Youth Mode on Shanghai Online
Platforms (trial version)” to regulate minors’ addiction to games and excessive consumption and implement a platform for a healthy
gaming environment. We have established a “Youth Mode” on the TapTap platform, which will be automatically activated for youth
users, giving priority to recommending knowledge-based, application-based and science-based pure and high-quality game content
in the exclusive content pool, so as to create a healthier gaming environment for them. Download behaviors of youth users are
further standardized and restricted on the TapTap platform. For games that are confirmed to be substandard as a result of inspection,
no download service will be provided to any minors. We have also launched a page named “Protection of Minors: Parental Guide”

on our official website, which provides detailed information and answers to parents’ common questions about managing gaming
devices, controlling gaming time and contacting customer service for refunds. This enables the parents to educate and guide their
children in a more effective way to correctly treat online games.

The Group shoulders product responsibility and establishes policies to prevent infringement on the physical and mental health of
minors in our game products. We require all users to register with their real names and keep records of their gaming time, and the
games are connected to the real-name verification system of the National Press and Publication Administration for online games
anti-addiction, and do not provide game services in any form to users who do not register and log in with their real names. At the
same time, we strengthen the daily inspection of the anti-addiction systems. If we detect any vulnerabilities in the anti-addiction
systems of our operating games, we will immediately repair them, achieving a 100% closed-loop repair rate. We only provide online
game services to minors for one hour from 20:00 to 21:00 daily on Fridays, Saturdays, Sundays and legal holidays. We limit the
amount of game recharge for underage players by setting a single time and monthly recharge amount. We have embedded an Al
banned words blocking system in the game to block sensitive content.

To further protect the physical and mental health of minors, the function of reporting “content harmful to minors” has been set up to
the one-click complaint and reporting module of the TapTap platform. We have dedicated personnel to receive and handle reports 24
hours a day. If violations are confirmed, immediate actions such as content deletion, muting, and account freezing are taken against
the offending content and its posters. In September 2024, the Group released the Social Responsibility Report on Internet Protection
for Minors. By integrating its existing measures for the protection of minors, this report focused on summarizing and intensifying
efforts in key areas such as the anti-addiction mechanism, highlights of the youth mode, recommendations for high-quality content,
and achievements in the governance of minor protection. The Group aims to provide comprehensive safety protection for minors and
create a safer and healthier online gaming environment.
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Due to the nature of our operations, KPI B6.1 Percentage of total products sold or shipped that are subject to recall for safety and
health reasons and B6.4 Description of quality assurance processes and product recall procedures are not applicable to the Group.

Player Communication

In order to provide players with a better gaming experience, we are committed to providing the best user experience and
continuously communicating with players. The Group strictly abides by the laws and regulations such as the Consumer Rights Law
of the People’s Republic of China, and has developed and implemented systems such as the Customer Service Complaint Handling
Process and the Code of Practice for Satisfaction Surveys.

We have established multiple communication channels, including a 24-hour in-game customer service system, online communication
tools, online forums, customer service hotline and email. We have independently developed several customer service tools, including
our proprietary Tapdesk backend, which enables to integrate work order system interface into existing games. This tool has made
work order submission and interaction with customer service more convenient and boosted user satisfaction and problem resolution
rate. When we receive complaints from players about game related issues such as game recharge, server abnormalities, penalty
dissatisfaction, etc., our customer service representatives are required to record and manage the complaints, summarize the content
in a timely manner, and coordinate with relevant departments within the Group to deal with user issues and follow up on the issues.
After the disposal, we will collect players' satisfaction survey on the service, and analyze the complaint data regularly to improve the
quality of the service.

Since May 2024, in response to the needs of the “Go Go Muffin” project, we launched dedicated customer service. There are a total of
4 Group WeChat service accounts providing services. As of the end of the Reporting Period, we have successfully connected with 3,873
users. Our routine services include one-on-one rapid consultation, feedback on game bugs and suggestions, recovery of in-game
unpurchased resources, various gift packages and mistaken operations, inquiries and recovery applications for item loss due to
account hijacking, as well as exclusive holiday greetings and welfare gift distribution. Starting from October 2024, “XD Town" officially
launched its dedicated customer service, currently supported by one Group WeChat service account. As of the end of the Reporting
Period, we have successfully connected with 345 users. The primary services offered include game-related inquiries, bug reporting,
recovery of mistakenly sold items, and exclusive birthday gift packages.

During the Year, the Group received 26 complaints, and the complaint response rate and complaint handling rate reached 100%.
Player satisfaction rate was 99.92%.

Working Together
3.6.1 Supplier Management

Our suppliers are important partners and an important part of our sustainability efforts. Our suppliers include R&D, marketing,
software and hardware, content procurement, and equipment and materials. We have established the Procurement and
Warehouse Management Policy, the Fixed Assets Management Policy, the Administrative Procurement Operation Procedures,
the Administrative Procurement Approval Standards, the Supplier Management Standards and the Green Procurement
Guidelines.

When selecting and hiring suppliers, we utilize the Supplier Relationship Management (SRM) system, which can effectively
manage interactions and data flows with suppliers. The SRM system enables centralized storage of supplier information,
including the company’s operating conditions, business capabilities, quotations, management level, and quality, facilitating
multi-dimensional assessments. We may test some of our suppliers to ensure that they can meet our requirements for service
quality. In the procurement of materials and hardware and software, we will compare the quality of the materials, check the
quality of the materials, and negotiate with the suppliers or return them if the quality does not meet the requirements. The
Group's warehousing management is based on the principle of “first-in-first-out”, and the storage manager regularly updates
the List of Storage Items to record the storage period of storage items in each department. We set up a special unified
management team for procurement needs to centrally manage the procurement process and material requirements of each
department, making the procurement process more efficient and unified and improving procurement efficiency.
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When managing and securing data safety with suppliers, we require both parties to sign a confidentiality agreement before
cooperation begins. This agreement explicitly stipulates the supplier's obligation to keep the Group's data confidential and
prohibits unauthorized disclosure, use, or transfer of such data. Through legal means, we protect the Group's trade secrets
and sensitive information. For data sharing, we impose additional requirements on third parties involved in collecting and
processing our users' personal information, including software development kits (SDK). These requirements include providing
feedback on data compliance operations related to their services, making disclosures in privacy policies, and signing data
security standard contract terms, so as to ensure the effective enforcement of data security and privacy protection measures
in our collaboration with all suppliers. Meanwhile, the new SRM system launched during the Year can effectively monitor data
access rights, record data transactions and operations, and ensure that only authorized personnel can access sensitive data.
At the same time, the system can automatically conduct compliance checks to ensure that suppliers comply with the Group’s
data security policies. In addition, we strictly control suppliers’ data access rights by adhering to the principle of least privilege,
so that they can access only the data they need to do their jobs. We also regularly review and update access rights to prevent
unnecessary abuse of privileges.

Each year, we evaluate suppliers and urge them to communicate their shortcomings and facilitate their rectification. This
Year, we audited 382 suppliers. In addition, we will provide our suppliers with the Anti-Bribery Clause to ensure that they will
not violate any commercial bribery clause and we will immediately and completely stop the cooperative relationship in case
of violation. If there is any violation of the Group’s interests, we will also seriously pursue their legal responsibilities. We will
review the environmental and social risks in each link of the supply chain. The supplier units we work with will be required
to comply with the laws and regulations in their operations, and any bribery, unethical, child labor, and forced labor will be
strictly prohibited.

We have established the Green Procurement Guidelines. In the material procurement process, we consider the price

factor while strengthening the proportion of environmental protection and green product procurement, giving priority

to energy-saving, environmentally friendly, reusable and non-polluting products, increasing the procurement of recycled,
low-carbon, renewable and organic products and gradually reducing energy consumption and eliminating energy-intensive
and outdated equipment.

During the Year, the number of suppliers of the Group was approximately 341, with 285 art suppliers, including 82 in
Shanghai and 203 in other regions; 56 administrative suppliers, including 52 in Shanghai and 4 in other regions.

Industry Participation
The Group has always supported the industry to work together to promote the development of the industry. We are actively

involved in industry activities, communicating and collaborating with different developers, content creators and peers. During
the Year, the Group's participation and representation in the following industry associations were as follows:

Association Name Role

Internet Society of China Member

China Audio-video and Digital Publishing Association Game Publishing Work

Committee Vice director
Shanghai Institute of Communication Member
Internet Association of Shanghai Council member
Shanghai Internet Industry Federation Council member
Shanghai Online Game Association Vice president
Minhang Association of Cultural and Creative Industries Member
Shanghai Information Service Association Member

The Group promoted a number of large-scale events during the Year, leveraging its strengths and influence to explore more
exchanges and cooperation, in order to promote the healthy and innovative development of the industry.
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2024 TapTap Developers Workshop

The TapTap Developer Salon was held in the form of offline events and online live streaming this Year, aiming to reach more
developers and expand opportunities for direct dialogue and collaboration between developers and the TapTap management
team. During the salon, the CEOs of XD Inc. and TapTap emphasized their commitment to creating value for developers and
players, helping developers better attract customers and promote their games, and highlighted the critical importance of
innovation for developers. Producers from several well-known game companies also participated in themed sharing sessions.
This salon not only boosted the confidence of developers and fostered communication and cooperation, but also injected
fresh vitality into the entire industry.

Hosted the 2024 China Game Innovation Awards

During the Year, the Group's TapTap platform and Shanghai Online Game Association jointly hosted the 2024 China Game
Innovation Awards. The competition adhered to the principles of art, innovation, and professionalism in judging, selecting and
recognizing original game works that exhibit positive values, technological attributes, and social impact under high standards.
This Year's entries have innovated and explored from various aspects. Whether they are constructing an original worldview

or exploring traditional Chinese culture, all of them have tried to push the boundaries and innovate, demonstrating unique
perspectives and innovative practices in terms of gameplay design, visual presentation, auditory expression, and storytelling.
The competition aimed to promote innovation and healthy development in the Chinese gaming industry. It also aimed

to enhance the quality and aesthetic level of domestic games, promote Chinese traditional culture, and boost the global
influence of Chinese games.
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4. CHARITABLE ACTIVITIES

While we develop our business, we have not forgotten the development of the community. We have formulated the Management Measures
on Charity and Public Benefits to requlate and manage the Group's community investment operations, the holding of public welfare
activities and the sources of public welfare funds. We support various public welfare activities in the following forms, taking into account

the characteristics of our business, including support for cultural and sports events, charitable donations, volunteer activities, care for the
elderly, concern for children’s development, environmental protection promotion and school-enterprise cooperation. The Group encourages
its employees to contribute to the community and establish the responsibility of helping the community. We have set up “XD Touch” charity
organization in 2015 to organize our staff to participate in various charity activities and help the needy groups.

Shanghai “Baby’s Home" is an organization we have been helping for a long time. This is the 7th year that we have linked up with Baby's
Home. With a sincere heart, our Group's volunteers once again came to “Baby’s Home" to personally deliver our care and love to the

children. This Year, we donated summer cooling items, labor protection items and other materials to the organization, with a total value of
RMB1,841.79.

During the Year, we also continued the “XD Touch” litter cleanup activity, in which volunteers worked together to pick up and classify scattered
litter in parks and streets, practicing the concept of ecological civilization, enhancing the sense of social responsibility and environmental
protection awareness, and actively contributing to the construction of a cleaner and greener living environment.

Donation of Supplies to “Baby’s Home” “XD Touch” Litter Cleanup Activity
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TALENT MANAGEMENT

Our employees are our Group's precious assets and the core of our competitive advantage, as well as our source of motivation for
innovation. In order to maintain an excellent team of talents, we have formulated a number of human resources-related measures, including
the Employee Handbook, Training Management Policy, Recruitment Management Policy and other policies. Our Group strictly abides by the
Labor Law of the People’s Republic of China, the Labor Contract Law of the People’s Republic of China, the Employment Promotion Law of the
People’s Republic of China, the Contract Law of the People’s Republic of China, the Law of the People’s Republic of China on the Protection of
Minors, the Provision on the Prohibition of Using Child Labor, and other laws and regulations.

The Group is committed to providing safe, inclusive, equal and friendly work opportunities for our employees and takes a “zero tolerance”
attitude towards any workplace sexual harassment, discrimination and bullying. We will not discriminate against employees on the basis of
race, gender, color, age, family background, ethnic tradition, religion, physical fitness or original nationality. We ensure that our employees
enjoy fair opportunities in all aspects such as compensation and dismissal, recruitment and promotion, working hours, rest periods and other
benefits. During the Year, the Group did not have any cases of non-compliance in relation to compensation, equal opportunities, diversity,
anti-discrimination and other treatment and benefits.

5.1 Employment Management

We formulate the Recruitment Management Policy to regulate the recruitment-related procedures and requirements. The Group's
recruitment process consists of requirements from business departments and talent acquisition through traditional recruitment
platforms, social networking platforms, potential candidates/talent bank maintenance, internal/HR recommendations, targeted
recruitment from peer companies, head-hunting and other ways. We will conduct background investigation on the qualifications of
all candidates, and will not hire if we find falsified resumes or integrity issues, with considerations for the candidates’ ability, industry
knowledge, professional skills and career match, and the candidates’ behavior, overall quality and cultural value fit with the Group, to
ensure the openness and fairness of the recruitment process.

This Year, to help students participating in campus recruitment gain a more direct understanding of the gaming industry, we
organized open day activities and invited students to visit in person to gain an in-depth understanding of the latest developments
and trends in the industry. Additionally, we visited campuses to conduct interview skills training sessions and experience-sharing
sessions in the gaming industry. We also provided detailed explanations of the new regulations in the gaming industry and shared
the professional skills and comprehensive qualities needed for job readiness. These efforts are aimed at helping students plan their
careers in advance and lay a solid foundation for their future employment. This Year, we successfully visited major art academies to
deliver lectures and hold recruitment fairs. In total, we made 20 visits to universities, conducted 11 lectures on campus, and hosted 5
university visit sessions.

Campus Recruitment Activities
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We have established the Reward Policy for Internal Recommendation to encourage employees to recommend new employees to
join the Group, and if the recommendation is successful, they will receive a corresponding bonus according to their rank. In order
to attract employees who have left the Group to return to the Group, we have also established the Resignation and Reemployment
Policy to provide salary adjustment for returning employees. These two systems aim to attract and retain quality talents and improve
the quality of the Group's talents to meet the needs of the Group's business development and to maintain the competitiveness of
the industry. We will sign Labor Contract with our employees. In accordance with the Labor Contract and the Employee Handbook,
employees have the right to terminate their employment contracts, and are required to submit applications to their department
heads in advance. After confirmation, employees need to hand over before leaving the job. We will also conduct interviews with

employees to understand their reasons for leaving.

The Group strictly prohibits the employment of child labor, and we will check the identification documents of our employees at the
time of recruitment. In cooperation with third-party recruitment platforms, we have clearly stipulated the minimum age for hiring
employees to ensure that no child labor is employed. Our Group has established a standard working hours system with working
hours of 8 hours a day, 5 days a week, and thus 40 hours a week. Employees who need to work overtime during holidays need to
obtain approval from their supervisors. We have established a flexible working system and implemented a comprehensive calculation
of working hours system or irregular working hours system in certain positions in accordance with the relevant national and local
regulations. We do not encourage our employees to work overtime, do not take pride in working overtime and see that as being
competitive, and we reject the “996" (nine o'clock on, nine o'clock off, work six days per week) work culture. We prohibit any forced

labor, corporal punishment, confinement, etc. If any violations are found, we will investigate and take measures to improve in

accordance with relevant laws and regulations.

During the Year, the Group did not have any cases of violations related to child labor and forced labor.

The total number of employees and the number of people in each different employment type this Year are as follows:

Number of employees Unit 2024
Total number of employees Number of people 1,400
Number of employees by gender

Female Number of people 422
Male Number of people 978
Number of employees by employment type

Short-term contract/part-time employees/interns Number of people 0
Full-time junior staff Number of people 1,209
Full-time intermediate staff Number of people 164
Full-time senior staff Number of people 27
Number of employees by age

19-24 years old Number of people 46
25-29 years old Number of people 422
30 years old and above Number of people 932
Number of employees by region

Shanghai Number of people 1,388
Other regions Number of people 12
During the Year, employee turnover rate was as follows:

Employee turnover? Unit 2024
Total employee turnover rate % 20.86
Employee turnover rate by gender

Female % 19.77
Male % 21.32
Employee turnover rate by age

19-24 years old % 16.36
25-29 years old % 21.27
30 years old and above % 20.88
Employee turnover rate by region

Shanghai % 20.50
Other regions % 47.83

Calculation of employee turnover in different categories: Number of departed employees in that category + (total number of employees in
that category at the end of the year + number of departed employees in that category during the year) x 100%
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Employee Care

The Group's compensation system for employees includes basic salary, allowances, performance bonuses, year-end bonuses and
stock options. In order to maintain the attractiveness and market competitiveness of our employees' remuneration, we adjust the
salaries of employees with outstanding performance in accordance with the Group's operating conditions, the labor market and
other factors. The Group also grants year-end bonuses to employees in accordance with annual operating conditions and employee
performance. In order to allow our employees to grow with the Group, we have established the XD Supplemental Option Program,
which allows employees to choose a portion of their salary to be paid in the form of XD stock options and to share in the fruits of the
Group's growth.

The Group pays “Five social insurances and one housing fund” including pension insurance, medical insurance, maternity insurance,
work-related injury insurance, unemployment insurance and housing provident funds for our employees in accordance with the
regulations, and also provides various subsidized benefits for our employees, such as marriage and maternity subsidies. We have
also established “XD Employee Assistance Program" to help employees receive financial assistance in case of unexpected accidents. In
addition to legal annual leave and statutory holidays, we also provide maternity leave, pregnancy check-up leave, breastfeeding leave,
wedding leave, paternity leave, sick leave, work-related injury leave and other benefits.

Health and safety

The Group does not involve significant health and safety risks in its daily operations, but we have taken various measures to protect
the occupational health and safety of our employees. The Group strictly adheres to the requirements of the Fire Protection Law of
the People’s Republic of China and other requlations, and regularly inspects the fire-fighting equipment in our office buildings to
ensure fire safety and provide a safe workplace for our employees. Every year, we organize our staff to participate in fire drills in
the campus and conduct regular fire safety drills to help them master the use of fire extinguishers and fire hydrants, learn the fire
response procedures, and enhance their coordination and cooperation skills as well as their awareness of self-rescue and mutual
rescue in handling fire emergencies. We also regularly conduct health and safety emergency training and first aid lectures to enhance
employees' knowledge of occupational health and safety, and to promote the awareness of safety and self-protection among
employees. During the Year, the Group organized simulation training on riot control plan, explained how riot control equipment
should be worn and used, and conducted riot control drills to further enhance the ability to respond to and handle emergencies.

In addition, we acutely recognize the urgency of preventing accidents. In response to an employee tripping incident this Year, we
launched a dedicated office environment improvement initiative. The special task force conducted a comprehensive inspection and
optimization of the building environment, including safely padding all sharp edges and corners. This initiative aims to maximize
employee protection and create a more secure workplace for everyone.

RS ol

Fire Safety Drills
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Simulation Training on the Riot Control Plan

For the sake of employees’ health, we provide annual medical check-up service and additional group commercial supplemental
medical insurance to take care of employees' needs by offering basic medical benefits to employees, their spouses, and children. We
invite professional general practitioners to conduct 1V1 Q&A sessions with employees after their annual physical examination, paying
attention to their personalized health needs. To alleviate the symptoms of cervical spine disease, muscle aches and eye fatigue that
may be caused by work, we provide ergonomic desks and chairs, and set up rest areas and fitness equipment to reduce physical and
mental fatigue.

Employee Physical Examination

The Group regularly provides various employee benefits to employees. During the Year, we conducted a range of engaging
team-building activities, including dinners, afternoon teas, and group outings, and distributed holiday gifts on various holidays to
build up the cohesion of the staff to the Group, enhance the team spirit, and thereby improve their work efficiency and creativity.

Mid-Autumn Festival Gift Box
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The Group is concerned about the mental health of its employees in work and life, and has launched the XD Tree Hallow EAP Program
to provide employees with a 7*24-hour mental health care hotline. Employees can call the hotline at any time to talk about any
emotional stress, workplace problems and other difficulties, to help them relieve their psychological stress and comfort. The Group
respects and protects the privacy of the employees by keeping the information provided by the employees during the mental health
counseling strictly confidential.
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EAP Confidant Tree Hole Program

During the Reporting Period, no complaints or lawsuits regarding violations of health and safety laws occurred in relation to the
Group, and there were no work-related fatalities in the Group in the past three years. During the Year, the number of days lost due to
work-related injuries was 0.

Employee Growth

We attach great importance to the professional development of our employees, and provide appropriate training programs for
different employees to help them reach their maximum working potential and enhance the competitiveness of our Group. We have
developed the Training Management Policy to provide various types of training to different employees on a regular basis. The training
content is divided into six categories, including general, technology, arts, operation service, planning, and tools. We implement an
internal instructor system to encourage employees to act as instructors and promote experience and academic exchanges among
employees. The Human Resources Department has established a system for selecting, training, certifying, rating and incentivizing
internal instructors. We support our internal instructors in teaching and research. The Human Resource Department also gives
performance points to internal instructors based on the number of lectures they have given and the feedback results of the training,
which play an important role in the grading and evaluation of the staff. Our training programs for this Year include:

Onboarding training for new employees from social recruitment: The training program for new employees recruited from
social recruitment, called the “Newcomer Program”, was conducted both online and offline. By providing new recruits

with information on the Group's development history, corporate culture, code of conduct, departmental responsibilities,
training mechanisms, and promotion mechanisms, the program helps new recruits build confidence, enhance their sense of
belonging, and quickly integrate into the team, thereby better realizing their value in the workplace. Upon completion of the
training, new social recruits are required to take the online “New Employees Should-Know and Should-Master” test. In 2024,
both the completion rate and pass rate of the test for new social recruits reached 100%.
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Campus recruitment development program: The “SSR Program” is a tailored development platform specifically designed
for campus recruits, aiming to help them successfully transition from students to professionals and enhance their sense of
identification with and belonging to the organization. Through systematic general skills training, the program improves the
professional quality of campus recruits, identifies and cultivates high-potential talents, with the long-term goal of enhancing
the contribution of outstanding campus recruits to the organization. The program has achieved an average satisfaction

rate of 94.6% among participants and an overall Net Promoter Score (NPS) of 100%, earning widespread recognition from
participants.

Campus Recruitment Development Program

Open classes — XD sharing sessions: We invited different industry experts, scholars or senior instructors from external
training institutions to conduct specialized training on our key business and product knowledge, core technologies, best
practices, cross-industry information, professional skills, etc. In 2024, we conducted specialized sharing sessions on
technologies related to AIGC and Unity. The series of courses included topics such as “Asset Management and Serialization
in Unity”, "Performance Analysis and Optimization for Unity Mobile Games”, and “Customizing Your Animation System with
Playable API", which effectively assisted employees in enhancing their job skills and overall capabilities.

Leadership training program series: It was tailored for first-line managers with a desire for growth, introducing standardized
leadership concepts, tools, and methods to enhance management efficiency and communication skills. This Year's courses
focused on performance management, covering performance evaluation, goal setting, continuous follow-up, performance
feedback, and the establishment of a comprehensive closed-loop management system. It aims to help leaders master the
skills needed to efficiently conduct performance management through a systematic approach, thereby stimulating team
potential and improving overall performance.

HR specialized training: Conduct internal specialized training for HR to foster a positive learning atmosphere within the HR
team, promoting communication, exchange, and mutual learning among team members to facilitate better growth. The
training includes various co-creation sessions, retrospective meetings, and Al learning.
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We encourage our employees to join external training to learn the most cutting-edge professional knowledge and skills related to
their positions. The Group encourages employees to serve as part-time training instructors for sharing and exchange within the
Group. We promote knowledge sharing and dissemination by tapping into our internal training resources through selection, training,
certification, rating and incentive mechanisms. During the Year, the training programs we conducted received high praise and
widespread recognition from the participants.

During the Year, the training of employees was as follows:

Percentage of Average training
trained employees hours per employee
Classification Category (%) (hours)
Gender Male 57 6.1
Female 43 5.6
Employment Type Full-time junior staff 31 35
Full-time intermediate staff 81 25.6
Full-time senior staff 67 3.6

The Group provides employees with comprehensive promotion paths according to their functions, and employees can develop in

two major paths, professional or managerial, according to their interests. If professional employees switch to management path and
find that their management ability is limited, they can return to professional path and continue to develop, which provides them the
opportunity to explore their career development paths. We have formulated the Employee Promotion Management Program to clarify
the promotion process and evaluation criteria, and to provide employees with career development opportunities, and the promotion
opportunities for each employee are fair and open. Both employees and department heads can nominate employees for promotion,
and according to the different levels of promotion, the promotion opinions will be given by superiors or evaluation committee and
finally submitted to management for approval.
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ENVIRONMENTAL PROTECTION

The Group deeply understands the importance of environmental protection and we have a responsibility to manage our environment

well to reduce our impact on the environment. As a game developer and online gaming platform operator, the Group's business does not
have a significant impact on the environment, but we take our corporate social responsibility seriously and have implemented a number of
measures on resource utilization, greenhouse gas emission reduction and waste management to demonstrate our commitment and efforts
in environmental protection.

The Group strictly complies with the requirements of the Environmental Protection Law of the People’s Republic of China and the Energy
Conservation Law of the People’s Republic of China and other regulations. During the Year, the Group did not violate any regulations related
to environmental protection or cause any major incidents affecting the environment and natural resources, nor did it have any penalties and
litigations related to environmental protection.

The Group has set environmental targets in 2021 and reviews them annually to ensure that they are reasonable. This Year, as a result of
review, we maintained the environmental targets set in 2021 in accordance with the Group's operations:

. Reduction of absolute emissions: reduce emissions from facilities and assets owned and control by us;

Investment in carbon offsetting projects: adopt a more transformative approach and select carbon offsetting projects that benefit all
mankind, the society, and the planet;

. Enhancement of energy efficiency: find out and assess our facilities with the maximum emissions, identify and invest in solutions that
deliver better energy savings and emissions reductions to improve energy efficiency; We plan to continue to reduce our resource
consumption in the future and achieve the goal of a 5% reduction in annual per capita power consumption and per capita water
consumption.

. Promotion of a low-carbon economy: encourage employees and suppliers to lead by example, including taking low-carbon travel,
reducing wastes from business operations, and striving to transition to a low-carbon economy.

6.1 Greenhouse gas emissions

The Group has implemented solar power generation by installing photovoltaic panels in the main building, which are connected to
the mains power supply to provide electricity for lighting as well as wall sockets to minimize carbon emissions arising from the use
of thermal power. We have also installed centralized control system and sprinkler system for the air-conditioning in the building as
a whole, which effectively reduces the consumption of energy used for refrigeration and further reduces carbon emissions. In our
daily operations, the Group promotes the use of green food in our canteens and prioritizes the procurement of locally produced
food to reduce carbon emissions from transportation. The Group advocates green travel and encourages employees to prioritize
green flights, green trains, and renewable energy vehicles for business travel channels such as employee travel and corporate
vehicles usage. We provide staff shuttle buses to and from the office and metro stations, and encourage our staff to practice default
carpooling in their daily office trips, use public transportation more frequently, and replace business trips with online meetings in
order to reduce fuel usage and carbon emissions.

Green Canteen Certificate



